Notice of Public Meeting

The Board of Retirement

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

Tuesday, February 26, 2013 at 1:00 p.m.

PUBLIC SESSION — The Board will meet in Public Session at 1:00 PM
1. Call to Order, Roll Call and Miscellaneous Business

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

Approval of the Viinutes

4, Rpproval of the Consent Agendd

(ltems removed from the Consent Agenda will be taken up during the Regular Agenda under
ftem 5.1 and in the order determined by the Board Chair.)

¢ Disability Retirements e Member Account Refunds
e Janet Colombe ¢ Member Account Rollovers
o Davida Talcovd e Femi-Annual Compliance Certification|
o Service Retirements
e Continuances Deferred e Approval of SCORPA Request to Deduc
Retirements

5. Benefit & Actuarial Services

5.1  Consideration of Agenda Items, if any, Removed From the Consent Agenda
5.2 Bpproval to [ssue Request for Proposal for Actuarial Auditing Firni

6. Investment Services (The Investment Committee will meet at 10 a.m., February 26, 2013 in the
SamCERA Boardroom.)
6.1 Preliminary Monthly Portrolio Pertormance Repor
6.2  Discussion and Approval of Alternative Asset Opportunities (to be heard in Closed Session)
D.E. Shaw 1 anager

R —Private Fquitv Opporfunity
6.3 Discussion and Review of Overlay Management — Further Discussion

6.4  Approval of Annual Review Questionnaires for International Managerq
6.5 rov L - th

6.6  [Roorovalof Changesfo FixedIncome Policy Benchmarl

6.7 Discussion on Proposed Changes to the Investment Policy

7. Board & Management Support Services
7.1 -Monthly Financial Report
7.2 pdate on Board/Statf Retreat Agendd
7.3 Annual Review and Approval of SamCERA’s Mission and Goals Resolution

7.4 Erocedures for Auditinﬁ of EmEloxer Data and Information to Determine Correctness of|
ember’s Retirement Benefits, Compensation and Enrollmen
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

[Continued on page 2 — Printed 02/20/13]
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CLOSED SESSION — The Board may meet in closed session prior to adjournment

Cl Consideration of Disability Items, if any, Removed from the Consent Agenda
C2 Discussion and Approval of Alternative Asset Opportunities (two items), pursuant to Government
Code §54956.81 .

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

Ledgerwood, Shirley " January 3, 2013 Library
Tayor, Rose January 3, 2012 Social Services
Manning, Cleo January 3, 2013 Parks and Recreation
Aldridge, Aracely January 3, 2013 A Social Services
Brothers, Ronald January 10, 2013 Probation
Bergeson, Mary Lou January 11, 2013 , Health and Welfare
Mills, Leighton January 12, 2013 Public Works
Price, Barbara ' January 14, 2013 Housing
McDonough, Leah January 16, 2013 Health Department
Struffenegger, Hans January 18, 2013 Dept. of Agriculture
Bomberger, Carol Ann "~ January 18, 2013 _ Mental Health
Piotti, John : January 22, 2013 Courts
Burgett, Claudia January 22, 2013 Mental Health
Whitehead, Robert January 25, 2013 Ben. Of Mary Whitehead
Somers, Dorothy January 29, 2013 Assessor's Office

%h@/i Y N 7/«3v D;m;%

David Baildy, Chief Executive Officer Printed: 2/20/13

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 |east 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.




Notice of Public Meeting

Investment Committee

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

100 Marine Parkway, Suite 160, Redwood Shores
Tuesday, February 26, 2013 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  Discussion and Approval of Alternative Asset Opportunity - D.E. Shaw 130/30 Manager Request for
Information Responses (to be heard in Closed Session)
6.3  Discussion and Review of Overlay Management — Further Discussion
6.4  Approval of Annual Review Questionnaires for International Managers
6.5  Approval of Large-Cap Growth Manager Finalist Candidates
6.6  Approval of Changes to Fixed Income Policy Benchmark
6.7 Discussion on Proposed Changes to the Investment Policy

7.0  Other Business
8.0  Chief Investment Officer’s Report
CLOSED SESSION - The Investment Committee may meet in closed session prior to adjournment
C1 Discussion and Approval of Alternative Asset Opportunity (one item), pursuant to Government Code §54956.81

9.0 Adjournment
Hh Dl Gk

Michael Coultrip, Chief Investment Officer Printed: 2/20/13

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.

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.
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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 Office is Open Monday thru Thursday from 7:00 a.m. until 6:00 p.m.

Ralston Marine Parkway

Y

Visitor Lagoon
Parking _Drive
N

101 x

Y \ 4
El ) Twin




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

February 26, 2013 Agenda Item 3.0

January 22, 2013 - Board Agenda

PUBLIC SESSION — The Board will meet in Public Session at 10:00 A.M.

1. Callto Order, Roll Call and Miscellaneous Business

2. Oral Communications

2.1
2.2

Oral Communications From the Board
Oral Communications From the Public

3. Approval of the Minutes

4. Approval of the Consent Agenda

e Disability Retirements e Report recommending the rejection of
e None portion of claim- Montisano (Non-

e Service Retirements culpable)

e Continuances e Notice of SACRS Board of Directors

e Deferred Retirements Election Schedule and Rules

e Member Account Refunds e California Fair Political Practices

« Member Account Rollovers Commission (FPPC) Form 806, “Agency

Report of Official Appointments.”

5. Benefit & Actuarial Services

5.1
5.2

Consideration of Agenda Items, if any, Removed From the Consent Agenda
Approval of Cost of Living Adjustments

6. Investment Services

6.1
6.2
6.3
6.4
6.5

Preliminary Monthly Portfolio Performance Report
Discussion of 130/30 Manager Universe Comparison
Discussion of Fixed Income Manager Structure
Presentation Regarding Overlay Management

Discussion on Proposed Changes to the Investment Policy

7. Board & Management Support Services

7.1
7.2
7.3
7.4
7.5
7.6
7.7

Monthly Financial Report

Quarterly Budget Report

Approval of Topics for the Board — Staff Retreat

Approval of Resolution Amending the Interest Crediting Policy

Approval of Resolution Adopting Procedures for Assessment of Compensation

Report on Technology Modernization and Amendment of Agreement with LRWL

Approval of a Resolution Authorizing the Chief Executive Officer to Execute an Agreement with BCS
Systems, Inc.

8. Management Reports

8.1
8.2
8.3
8.4

Chief Executive Officer's Report
Assistant Executive Officer’s Report
Chief Investment Officer’s Report
Chief Legal Counsel's Report

January 22, 2013, Regular Meeting Minutes Page 10f 8



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

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

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

Session.

C2 Conference with Legal Counsel - Anticipated Litigation: Significant exposure to litigation pursuant to

subdivision (b) of Government Code Section 54956.9, One case.
C3 Conference with Legal Counsel - Existing Litigation: Pursuant to subdivision (a) of Government Code Section

54956.9, In re: Dendreon Corporation Class Action Litigation, United States District Court
Western District of Washington at Seattle, Master Docket No. C11-1291 JLR.
9. Report on Actions Taken in Closed Session

10. Adjournment in Memory of the Following Deceased Members:

Conlan, Gerlinde
Sack, Ruth
Robinson, Kathleen
Duncan, Marilyn
Giannini, Louis
Grant, Anna
Nunes, Edwin
Thomas, Benjamin
Sanz, George
McCavitt, Loretta
Allen, Laura

Nevin, Michael
Blasser, William
Hamilton, Carolyn
Quesada, Charles
Tyler, Mildred
Sales, Maria

De Benedetti, Elizabeth

January 22, 2013, Regular Meeting Minutes

November 1, 2012
November 4, 2012
November 10, 2012
November 12, 2012
November 12, 2012
November 16, 2012
November 19, 2012
November 20, 2012
November 25, 2012
November 25, 2012
November 28, 2012
December 1, 2012
December 3, 2012
December 3, 2012
December 8, 2012
December 13, 2012
December 14, 2012
December 23, 2012

Environmental Health
Youth & Family Services
Library

Human Resources

Def'd. from DAO

District Attorney’s Office
Road Maintenance

Data Processing

Ben. of Josephine Sanz
Ben. of Bernard McCavitt
Human Services

Board of Supervisors
Sherriff’s Dept.

Public Services

Def'd. from General Services
Social Services

QDRO

Controller’s Office

Page 2 of 8



1301.1

1301.2.1

1301.2.2

1301.3.1

1301.4.0

1301.4.0

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

January 22, 2013- Board Minutes
Call to Order, Roll Call and Miscellaneous Business

Call to Order: Ms. Sandie Arnott, Chair, called the Public Session of the Board of Retirement to
order at 1:00 p.m.

Roll Call:

Present: Sandie Arnott, Lauryn Agnew, Ben Bowler, Albert David, Paul Hackleman, Natalie Kwan
Lloyd, Michal Settles, David Spinello and Eric Tashman.

Alternates Present: Christopher Miller, John Murphy

Staff: David Bailey, Michael Coultrip, Brenda Carlson, Gladys Smith, Tariq Ali, Lilibeth Dames and

Kristina Perez.

Oral Communications From the Board: Ms. Settles gave a report regarding her attendance at the
Opal Public Funds Summit in Scottsdale, Arizona on January 8-10, 2013. Mr. Spinello was also in

attendance at the Opal conference.

Oral Communications From the Public: Mr. Miller reported on his attendance at the Opal Public

Funds Summit.

Approval of the Board Meeting Minutes:

Action: Mr. David moved to approve the minutes from the regular Board meeting held on
December 11, 2012. The motion was seconded by Mr. Hackleman and carried unanimously.

Approval of the Consent Agenda: The Chair asked if there were any items to be removed from the

Consent Agenda, and none were taken off.

Action: Mr. Hackleman moved to approve the Consent Agenda, and the motion was seconded by

Mr. David and carried unanimously.

Consent Agenda

Service Retirements

The Board ratified the actions as listed below for the following members regarding service

retirements:

November 20, 2012
December 1, 2012
November 3, 2012
November 30, 2012
December 1, 2012
November 11, 2012
November 10, 2012
December 1, 2012
December 1, 2012
November 21, 2012
November 9, 2012
Lynch, Katharine August 18, 2012
Marion, William September 21, 2012
Reiter, Miriam Selinger November 17, 2012
Madigan, Robert March 31, 2012

Barrientos, Narda
Bohm, Julia
Brooks, Ronald
Brown, Kathleen
Brown, Phyllis
Cook, Rhonda
Gross, Patrick
Hansen, Linda
Jones, Barbara
Lamore, Kristy
Loux, John

January 22, 2013, Regular Meeting Minutes

Elections

Mental Health

Sheriff’s Department
Health Services

Hospital

QDRO

Public Works

Hospital

Health Services

Def’d. from Health Services
Def’d. from AGC

Def’d. from Health Services
Def’d. from ISD

Public Works

Sheriff’s Department

Page 30of 8



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

1301.4.0 Continuances

The Board ratified the actions as listed below for the following members regarding continuances:

Survivor’s Name
Conlan, James
Nunes, Peggy
Young, Gerald
Hukill, Merry

1301.4.0 Deferred Retirements

Beneficiary of
Conlan, Gerlinde
Nunes, Edwin
Young, Sandra
Hukill, Edwin

The Board ratified the actions as listed below for the following members regarding deferred

retirements:

Member Name
Hirsch, Emily
Henrick, Erin
Tuna, Sheila
Jimenez, Reuben
Shaw, Jennifer
Wright, Tatyana

1301.4.0 Member Account Refunds

Retirement Plan Type

G4 Vested

G4 Vested

3 Non Vested - Reciprocity

3 Non Vested - Reciprocity
G4 Non Vested - Reciprocity
G4 Non Vested — Reciprocity

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

Member Name
Perrone, Paul
Torres, Dora

Biear, Catrina
Guevara, Jacqueline
Holtz, David

Pautin, Zenaida
Pefley, Pushpa
Washington, Rosalyn
Holcomb, Vaisioa
Custodio, Pia-Rosario
Caragdag, Ramil
Gonzales, Emily
Carranza, Imelda
Villanueva, Virginia
Vargas, Grethel
Page, Melissa

Member Account Rollovers

Retirement Plan Type
G2 Vested

G4 Vested

G4 Vested

G4 Non-vested
G4 Vested

G4 Vested

G4 Vested

G4 Vested

G4 Vested

G4 Non-vested
G4 Non-vested
G4 Vested

G4 Vested

G4 Vested

G4 Non-vested
G4 Non-vested

The Board ratified the actions as listed below for the following members regarding rollovers:

Member Name
Hickerson, Elizabeth
Gamble, Kristine
Chae, Jun

Ararcon, Evelyn

January 22, 2013, Regular Meeting Minutes

Retirement Plan Type
G5

G4 Vested

G4 Non-vested

G4 Non-vested

Page 4 of 8



1301.4.0

1301.5.1

1301.5.2

1301.6.1

1301.6.2

1301.6.3

1301.6.4

1301.6.5

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

Member Account Rollovers (con’t)

Member Name Retirement Plan Type
Judd, Teri G4 Vested

Alcantar, Araceli G4 Non-vested
Robinson, Sarah G5

Laughlin, Leslie G4 Vested

Other consent agenda items:
e The Board approved the report recommending the rejection of a portion of a claim-
Montisano (Non-culpable).
e The Board received and accepted the Notice of SACRS Board of Directors Election Schedule
and Rules.
e The Board accepted the California Fair Political Practices Commission (FPPC) Form 806,
“Agency Report of Official Appointments” for posting on the SamCERA website.

Consideration of Agenda Items, if any, Removed From the Consent Agenda: None

Approval of Cost of Living Adjustments: Mr. Bailey presented the staff report and discussed the
cost of living increases for 2013. As calculated by SamCERA’s actuarial firm, Milliman, Inc., a 2.5%
increase is proposed for most Plan 1 and 2 members and a 2% increase for Plan 4 retirees.

Action: Mr. David moved to approve the cost of living adjustments. The motion was seconded by
Ms. Settles and carried unanimously.

Monthly Portfolio Performance Report: Mr. Coultrip presented the monthly report, and
discussed the portfolio’s performance with the Board. The report now includes both net and
gross returns information. With no objections noted, the report was accepted.

Discussion of 130/30 Manager Universe Comparison: Mr. Coultrip went over the staff report
with the Board and compared D.E. Shaw with competitors offering 130/30 investing. Mr.
Thomas stated that SIS is very comfortable recommending D.E. Shaw. This item was
informational and no action was taken.

Discussion of Fixed Income Manager Structure: Mr. Coultrip discussed the fixed income manager
structure with the Board, following up the discussion and presentation in October with Angelo
Gordon. This item was informational only and no action was taken.

Presentation Regarding Overlay Management: John Nicollini from SIS discussed overlay
management with the Board members. He explained the purposes and benefits of an overlay
strategy. Mr. Thomas and Mr. Nicollini discussed currency management, frictional cash, potential
providers of overlay management, and services available from overlay managers. This item will go
to the Investment Committee for further discussion. No action was taken.

Discussion on Proposed Changes to the Investment Policy: Mr. Coultrip discussed the proposed
changes in the Investment Policy, in particular the Investment Objectives section. Changes would
include reordering and editing. Mr. Coultrip and Board members discussed many topics and their
inclusion in the Investment Policy document including 60/40; funded status; risk; actuarial rate of
return; due diligence trips and trustee responsibilities; inclusion of a real estate in alternatives or as
a separate asset category; and the size of the investment policy document and the frequency
desired to review the policy going forward. This item was for discussion only and no action was

January 22, 2013, Regular Meeting Minutes Page 50f 8



1301.7.0
1301.7.1

1301.7.2

1301.7.3

1301.7.4

1307.7.5

1301.7.6

1301.7.7

1301.8
1301.8.1

1301.8.2

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

taken.

Board & Management Support Services

Monthly Financial Report: Mr. Bailey reported that Ms. Wong's father had passed away. He and
Ms. Smith were available to answer any questions regarding the preliminary monthly report. This
item was informational and no action was taken.

Quarterly Budget Report: Ms. Smith was available to answer any questions regarding the quarterly
budget report. This item was informational and no action was taken.

Approval of Topics for the Board — Staff Retreat : Mr. Bailey discussed the proposed dates of April
23 and 24, 2013 for the Board Retreat, and asked Board members to select their topics of interest on
a short survey and return the survey to staff.

Approval of Resolution Amending the Interest Crediting Policy: Mr. Bailey reviewed the proposed
change to the policy to set cut off days for interest crediting using the best information available on
those dates.

Action: Mr. Hackleman moved to adopt the resolution approving the amendments to the interest
crediting policy. The motion was seconded by Mr. David and carried unanimously.

Approval of Resolution Adopting Procedures for Assessment of Compensation: Mr. Bailey
reviewed this item with the Board members. This is a PEPRA requirement that each plan assess
compensation to determine where there is spiking. Staff has prepared a new procedure to allow for
employer and employee participation in any review where there is suspected spiking.

Action: Mr. David moved to approve the resolution adopting procedures for assessment of
compensation; the motion was seconded by Ms. Settles and carried unanimously.

Report on Technology Modernization and Amendment of Agreement with LRWL: SamCERA Chief
Technology Officer Tariq Ali introduced Will Morrow of LRWL who gave an update on the status of
the modernization project and change management. This item was informational only and no action
was taken.

Approval of a Resolution Authorizing the Chief Executive Officer to Execute an Agreement with
BCS Systems, Inc.: Mr. Ali stated that SamCERA will use the same enterprise content management
software as the County, Autonomy, and seek to employ the same vendor, BCS, which is already used
by the County. Mr. Morrow further explained the negotiation process with BCS had resulted in an
agreement, which was ready for approval.

Action: Ms. Settles moved to approve the resolution authorizing the Chief Executive Officer to
execute an agreement with BCS Systems; the motion was seconded by Mr. David and carried
unanimously.

Management Reports

Chief Executive Officer's Report: Mr. Bailey announced that SamCERA has been nominated as the
“Small Fund of the Year” by Money Management Intelligence and directed Board members to their
handouts for an article regarding the nomination. He noted the County’s recent employee
engagement survey shows SamCERA as the highest scoring agency. Mr. Bailey let the Board
members know of the resignation of Christopher Hawkins and the resulting job vacancy, which
would be posted next week. Board members’ travel and new requirements for trustee education
was discussed.

Assistant Executive Officer’s Report: Ms. Smith reported that the deadline for ARC purchase

January 22, 2013, Regular Meeting Minutes Page 6 of 8



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

applications had passed and staff had processed 447 application requests. She also stated that three
seats on the Board of Retirement are up for election in June; these seats are currently held by
Trustees Natalie Kwan Lloyd, Paul Hackleman and John Murphy.

1301.8.3 Chief Investment Officer’s Report: Lilibeth Dames reported on various private equity opportunities
being researched by SIS.

1301.8.4 Chief Legal Counsel’s Report: Ms. Carlson reported in the BP matter, the complaint has been filed
and SamCERA is included in the list of plaintiffs. She let the Board know she would be hosting the
attorneys roundtable in San Jose for CALAPRS and the topic was PEPRA. She continues to follow
PEPRA and check consistency with other agencies. Ms. Carlson reported there are three litigations
concerning PEPRA, and items such as terminal pay and vacation payouts at retirement are being
litigated.

CLOSED SESSION: Ms. Arnott adjourned the meeting into closed session at 4:55 p.m.

C1 Consideration of Disability Items, if any, Removed from the Consent Agenda and Appropriate for
Closed Session — None.

C2 Conference with Legal Counsel - Anticipated Litigation: Significant exposure to litigation pursuant
to subdivision (b) of Government Code Section 54956.9, One case.

C3 Conference with Legal Counsel - Existing Litigation: Pursuant to subdivision (a) of Government
Code Section 54956.9, In re: Dendreon Corporation Class Action Litigation, United States District
Court Western District of Washington at Seattle, Master Docket No. C11-1291 JLR.

1301.9 Report on Actions Taken in Closed Session: Ms. Arnott reconvened the meeting at 5:03 p.m. into
open session. Ms. Carlson stated there was no reportable action taken on item C2, regarding
anticipated litigation; and no reportable action taken on item C3, regarding existing litigation.

1301.10 Adjournment: With no further business Ms. Arnott adjourned the meeting at 5:04 p.m. in memory
of Poon Ching Kwong, father of Mabel Wong, and Vincent Peterson, the father-in-law of Michael
Coultrip, and in memory of the following deceased members:

Conlan, Gerlinde
Sack, Ruth
Robinson, Kathleen
Duncan, Marilyn
Giannini, Louis
Grant, Anna
Nunes, Edwin
Thomas, Benjamin
Sanz, George
McCavitt, Loretta
Allen, Laura

Nevin, Michael
Blasser, William
Hamilton, Carolyn
Quesada, Charles
Tyler, Mildred
Sales, Maria

De Benedetti, Elizabeth

January 22, 2013, Regular Meeting Minutes

November 1, 2012
November 4, 2012
November 10, 2012
November 12, 2012
November 12, 2012
November 16, 2012
November 19, 2012
November 20, 2012
November 25, 2012
November 25, 2012
November 28, 2012
December 1, 2012
December 3, 2012
December 3, 2012
December 8, 2012
December 13, 2012
December 14, 2012
December 23, 2012

Environmental Health
Youth & Family Services
Library

Human Resources

Def'd. from DAO

District Attorney’s Office
Road Maintenance

Data Processing

Ben. of Josephine Sanz
Ben. of Bernard McCavitt
Human Services

Board of Supervisors
Sherriff’s Dept.

Public Services

Def'd. from General Services
Social Services

QDRO

Controller’s Office
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San Mateo County Employees' Retirement Association
Minutes of the Regular Meeting of the Board of Retirement

David Bailey Kristina Perez
Chief Executive Officer Retirement Executive Secretary

January 22, 2013, Regular Meeting Minutes Page 8 of 8



San Mateo County Employees' Retirement Association
Minutes of the Meeting of the Investment Committee

February 26, 2013 Agenda Item 5.0

October 23, 2012 - Investment Committee Agenda

PUBLIC SESSION

1.0
2.0
3.0
4.0
5.0
6.0

7.0
8.0
9.0

1.0

2.0

3.0

4.0

6.3

Call to Order

Roll Call

Oral Communications From the Committee

Oral Communications From the Public

Approval of the Minutes

Investment Management Services - the Investment Committee Shall Review & Discuss

6.1 Monthly Portfolio Performance Report

6.2  Annual Review of Commodities, Hedge Fund, Risk Parity and Real Estate Managers (SSGA Multisource
Commodities, AQR Delta Fund II, AQR Risk Parity, Invesco)

6.3  Approval of Angelo Gordon Securitized Asset Recovery Fund L.P.

6.4  Approval of Screening Criteria and Schedule for Large Cap Growth Fund Search

6.5 Discussion Regarding Real Rate Hedging Within TIPS Portfolio

Other Business
Chief Investment Officer’s Report
Adjournment

MINUTES ofF SAMCERA’s Investment Committee Meeting — October 23, 2012

Call to Order: Mr. David called the Public Session of the Investment Committee of the Board of Retirement to
order at 10:04 a.m. October 23, 2012, in SamCERA’s Board Room, Suite 160, 100 Marine Parkway, Redwood
City, California.

Roll Call:

Present: Ms. Lauryn Agnew, Mr. Ben Bowler, Mr. Al David, and Ms. Michal Settles.

Alternates present: Mr. John Murphy and Mr. Christopher Miller.

Staff: Mr. David Bailey, Mr. Michael Coultrip, Ms. Brenda Carlson, Ms. Lilibeth Dames, Ms. Gladys Smith and
Ms. Kristina Perez.

Consultants: Mr. Jonathan Brody and Mr. Patrick Thomas, of Strategic Investment Solutions.

Oral Communications From the Committee. Ms. Agnew reported her attendance at the SOCAP12
conference in San Francisco.

Oral Communications From the Public: None.

The Chair then called for agenda item # 6.3 to be heard out of order; the remaining agenda items were heard
in the order reported below.

Approval of Angelo Gordon Securitized Asset Recovery Fund L.P. Mr. Coultrip introduced Coleen Casey and
Jonathan Lieberman from Angelo Gordon who gave a presentation to the Committee. Ms. Casey and Mr.
Lieberman gave an overview of Angelo Gordon and discussed the PPIP and STAR funds. Committee members
discussed the make-up of the team, deployment dates and levels of commitment, and timing.

Action: Ms. Settles moved to recommend Board approval to invest $35 million in the Angelo Gordon
Securitized Asset Recovery Fund, matching the original PPIP investment amount. The motion was seconded
by Mr. Bowler and carried unanimously.

Investment Committee Meeting Minutes, October 23, 2012 Page 1 of 2



6.1

6.2

6.4

6.5

5.0

7.0

8.0

9.0

San Mateo County Employees' Retirement Association
Minutes of the Meeting of the Investment Committee

Monthly Portfolio Performance Report: Mr. Coultrip presented the Preliminary Monthly Portfolio
Performance report, and discussed the portfolio’s performance with the Committee. He also handed out a
sample report compiled by State Street.

Action: This agenda item was informational. It did not require committee action.

Annual Review of Commodities, Hedge Fund, Risk Parity and Real Estate Managers (SSGA Multisource
Commodities, AQR Delta Fund Il, AQR Risk Parity, Invesco): Mr. Thomas from SIS and Mr. Coultrip detailed
the annual meetings with the four managers, and stated they were all meeting expectations and there were
no large concerns.

Action: This agenda item was informational. It did not require committee action.

Approval of Screening Criteria and Schedule for Large Cap Growth Fund Search: Mr. Coultrip and Mr.
Jonathan Brody presented the proposed screening criteria and timeline for the selection of a replacement
large-capitalization growth manager for BlackRock, with an expectation that by March 2013 responses to the
RFls would be received from selected managers. Committee members discussed fees, active and passive
strategies, and allocations. Committee members discussed recommending Board approval of the screening
criteria submitted with a request for flexibility within the conditions.

Action: Ms. Agnew moved to recommend Board approval of the screening criteria and selection schedule,
granting flexibility within the conditions. The motion was seconded by Ms. Settles and approved
unanimously.

Discussion Regarding Real Rate Hedging Within TIPS Portfolio: Mr. Coultrip presented information about
TIPS bonds and discussed the risks and benefits of hedging with the Committee members. This item was for
discussion only.

Approval of the Minutes: The Chair asked if there were any changes to the minutes, and a spelling error was
corrected.

Action: Mr. Bowler moved to approve the minutes from the August 28, 2012 investment committee
meeting, with the revision as noted. The motion was seconded by Ms. Agnew and carried unanimously.

Other Business: None.

Chief Investment Officer’s Report: Mr. Coultrip notified the committee the annual review survey for SIS
would be sent via email to the full Board and to look for it.

Adjournment: There being no further business, Mr. David adjourned the committee meeting at 12:12 p.m.

ALBERT DAVID KRISTINA PEREZ
INVESTMENT COMMITTEE CHAIR RETIREMENT EXECUTIVE SECRETARY
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SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION

February 26, 2013

To: Board of Retirement

5 Looky
From: Gladys Smith, Acting Assistant Executive Officer

Board of Retirement

Subject: Approval of Consent Agenda

Agenda Item 4.0 (a)

rd

T

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 Janet Colombet is (1) disabled from performing her usual and
customary duties as a Sheriff’s Sergeant, (2) find that her disability was a result of an
injury arising out of and in the course of her employment and (3) grant her application for
a service-connected disability retirement.

2. The Board find that Davida Talcove is (1) disabled from performing her usual and
customary duties as a Staff Physician, (2) find that her disability was a result of an injury
arising out of and in the course of her employment 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
Forrest, Stuart December 31, 2012 Probation
Thompson, Dayna January 1, 2013 Courts

Bulatao, Emmanuel

December 9, 2012

District Attorney's Office

Nelson, Grace

December 29, 2012

Def'd. from Corrections

Lockman, Patricia

December 29, 2012

Human Services Agency

Lewetzon, Robert

December 29, 2012

Sheriff's Dept.

Mogel, Ray

December 13, 2012

Public Works

Yaco, Jack

December 15, 2012

County Manager's Office

Keliiaa, Robert

December 22, 2012

Health Department

Miles, Gloria

December 22, 2012

Hospital




Padula, Ronaldo

December 19, 2012

Hospital

Warburton, Alfred

December 31, 2012

Def'd. from Parks

Frattaroli, Lynda

January 1, 2013

Health Department

Newton, Pamela

October 15, 2012

Def'd. from Hospital

Continuances

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

continuances:

Survivor’s Name

Beneficiary of:

Blasser, Jean

Blasser, William

Nevin, Kathleen

Nevin, Michael

Deferred Retirements

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

deferred retirements:

Member Name

Retirement Plan Type

Burrell, Barbara G4 Vested
Fresquez, Leonard G4 Vested
Kozak, Andrea G4 Vested
Rohatgi, Shalini G4 Vested

Boesch, David

G4 Reciprocity

Moore, Britt

G5 Not Vested - Reciprocity

Jacquemet, Jean

G2 Vested - Reciprocity

Member Account Refunds

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

Member Name

Retirement Plan Type

Blick, Suzanne G4 Vested
Devera, Mila G4 Vested
Perez Castro, Leonor G4 Vested

Serrano-Batol, Janice

G4 Non-vested




SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

February 26, 2013 Consent Agenda Item 4.0
TO: Board of Retirement
L barh M. Aoy
FROM: Lilibeth Dames, Investment Analyst
SUBJECT: Acceptance of Semi-Annual Compliance Certification Statements
Staff Recommendation:

Staff recommends that the Board review and accept the semi-annual Compliance Certification
Statements for SamCERA’s non-alternative investment managers, as of December 31, 2012.

Background:

The Compliance Certification Statement sets forth the status of all pertinent guideline issues
and provisions in SamCERA’s Investment Policy. In accordance with the Policy and as part of
SamCERA’s ongoing due diligence, the Compliance Certification Statement is completed by each
of the association’s investment managers on a semi-annual basis to attest its compliance with

the Fund’s provisions.

Discussion:

The attached Compliance Certification Statements report that SamCERA’s investment managers
are in compliance with SamCERA’s Investment Policy as of December 31, 2012. No firm
reported significant changes to or developments in portfolio construction, investment
approach, firm ownership or organizational structure. Nor were there any notable issues
regarding industry or regulatory actions that impact SamCERA. Any items that raise concern
will be brought to the manager’s attention and will be thoroughly vetted by staff.

Attachments:
Compliance Certification Statements (17)

A. Domestic Equity: Barrow Hanley, BlackRock, Chartwell, DE Shaw, T. Rowe Price, The

Boston Company
B. International Equity - Developed: Baillie Gifford, Mondrian, Pyramis
C. Emerging Market Equity: Eaton Vance Parametric
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SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

Domestic Fixed Income: Angelo Gordon, Brigade, Brown Brothers Harriman,
Pyramis, Western
Global Fixed Income: Franklin Templeton

Real Estate: INVESCO
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**BARROW HANLEY - U.S. LARGE CAP VALUE***

Compliance Certification Statement
San Mateo County

Employees’ Retirement Association
For 6-month period ended December 31, 2012

In accordance with the Investment Objectives and Policy Statement, the following compliance
worksheet will be completed by each of SamCERA's investment managers on a semi-annual
basis. These statements must be e-mailed to SamCERA's office (Investments@samcera.org) by
Thursday, January 31, 2013.

General Compliance Issues
1. Has the firm acted as a fiduciary and invested its assets for the sole benefit of SamCERA?
(Section 19.4(a)) Yes/No: ___ If no, please explain.

Yes.
2. Are SamCERA's market benchmarks in the respective asset class areas acceptable to the
firm? (Section 6.3) Yes/No: ___ If no, please explain.
Yes.
3. Has the firm’s insurance coverage been sustained? (Section 19.4(c)) Yes/No: __ If no,
please explain.
Yes.
4. Does the firm consider any of SamCERA's investment objectives unreasonable? (Section 6.0)
Yes/No: ___ If yes, please explain.
No.
5. Have there been any significant portfolio developments, major changes in firm ownership,
organizational structure and personnel? (Section 19.4(j)) Yes/No: ___ If yes, please explain.
No.

6. Have there been any changes in the firm’s investment approach? (Section 19.4(e)) Yes/No:
____Ifyes, please explain.

No.
7. Do SamCERA's guidelines require your firm to manage the portfolio significantly differently
than other similar portfolios? (Section 9.1) Yes/No: ___ If yes, please explain.
No.

8. Have there have been any industry or regulatory disciplinary actions taken against the firm?
(Section 19.4(a)) Yes/No: __ If yes, please explain.

No.

9. Have proxy ballots been voted in accordance with the best economic interest of SamCERA
and in a manner consistent with the Board’s proxy policies? (Section 22.0) Yes/No: __ If
no, please explain.

Yes.

Derivative Investments
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If the firm entered into a non-exchange traded derivative, was the general nature and
associated risks of the counter-party fully evaluated? (Appendix C(5)) Yes/No: ___ If no,
please explain.

N/A. We do not utilize derivatives.

For non-exchange traded derivative transactions, were the counter-parties broker/dealers?
(Appendix C(5)) Yes/No: ___ If yes: Do the counter-parties have investment grade debt?
Yes/No: __ Are the counter-parties registered with the SEC and do they have net capital to
protect against potential adverse market circumstances? Yes/No: ___ If no, please explain.

N/A.

For non-exchange traded derivative transactions, were the counter-parties financial
institutions (banks)? (Appendix C(5)) Yes/No: __ If yes: Do the counter-parties have
investment grade debt? Yes/No: Do the counter-parties have total assets in excess of $1
billion, and significant net capital to protect against potential adverse market circumstances?
Yes/No: ___If no, please explain.

N/A.

Is individual counter-party exposure well diversified? (Appendix C(5)) Yes/No: ___ If no,
please explain. What is the largest exposure to a single counter-party within the portfolio?
Have there been any changes to the investment manager’s list of approved counter-parties
over the past month?

N/A.

. Are the investment purposes for a derivative investment consistent with the four purposes
stated in SamCERA's policies? (Appendix C(6)) Yes/No: __ If no, please explain. Has the
firm developed any new purposes for derivative investments? Yes/No: __ If yes, please
explain.

N/A.

List all limited allocation derivative investments individually and the percentage of the
portfolio’s assets represented by each investment. (Appendix C(7)) State if the firm has
evaluated the exposure to market value losses that can occur from each of these derivatives.
Yes/No: ___ If no, please explain. State if these derivative investments in total represent
more than 5% of the portfolio’s market value. If more than 5%, please explain.

N/A.

State if any restricted derivative investments are held in SamCERA's portfolios. Yes/No:
If any are held, state the percentage of the portfolio’s assets held in such derivatives and why
the firm is not in compliance with the investment policies. (Appendix C(7))

N/A.

For derivative investments with allocation limits, has the firm tested and measured these
investments’ sensitivities to changes in key risk factors? (Appendix C(8)) Yes/No: __ If no,
please explain.

N/A.

Have all derivative investments been made in a manner consistent with the derivative
investment process specified in the policy statement? (Appendix C(9)) Yes/No: ___ If no,
please explain.

N/A.



10. Specify the security pricing sources used when developing portfolio market value exposures
for limited allocation derivatives. ((Appendix C(10 b))

N/A.

11. Provide a statement regarding the liquidity of the derivative investments. Provide a general
statement discussing the legal and regulatory risks associated with the portfolio manager's
investments in derivatives.

N/A.

12. State if the legal and regulatory risk associated with portfolio derivative investments have
changed over the past six months. (Appendix C(10 g)) Yes/No: ___ If yes, please explain.

N/A.

Investment Manager Guidelines
1. Are portfolio holdings well-diversified, and made in liquid securities? (Section 5.0) Yes/No:
____If no, please explain.

Yes.
2. Has the firm engaged in short selling, use of leverage or margin and/or investments in
commodities? Yes/No: ___If yes, please explain.
No.
Cash & Equivalents
1. Does the firm directly invest in short term fixed income investments? Yes/No: ___ If yes, do
the investments comply with the policies? (Section 11.0) Yes/No: ___ If no, please explain.

No. We do not manage cash for our clients.

Domestic Equity Portfolios (Large, Mid & Small)
1. Please state the percentage of the portfolio held in each of the following types of securities:
common stock; preferred stock; convertible securities; and, cash & equivalents. (Section

19.4))
At December 31, 2012, the portfolio held the following:
Cash 1.4%
Common Stock 98.6%
Preferred Stock 0%

Convertible Stock 0%

2. What is the firm’s market value allocation to large, mid and small stocks? (Section 19.4 j)
Please specify percentages.
At December 31, 2012, the firm’s allocation within equities is below:

Large Caps 79%
Mid Caps 9%
Small Caps 4%
International™* 9%

*Includes Global & Emerging Markets



3. Specify the percentage of the portfolio that is invested in American Depository Receipts
(ADR's). (Section 19.4 j) Also, specify the percentage of the portfolio invested in ADR
securities that are 144A securities. If greater than 10%, explain why.

At December 31, 2012, the portfolio held 4.32% ADR’s and none were 144A securities.
(Cash positions are not used in the calculation).

4. What is the largest percentage of the portfolio represented by a single security? (Section 19.4
J) If any securities were above 5% at the time of purchase, please list and explain why.
At December 31, 2012, the largest security holding was Capital One Financial Corp. with
a weighting of 3.2%. (Cash positions are not used in the calculation).

5. Based on NAICS codes, what is the largest percentage of the portfolio represented by a
single industry? (Section 10.3 a). Please specify all industries above 15%.
BHMS uses the GICS classification system for our portfolio analysis. At December 31,
2012, the largest industry weighting was Oil & Gas, which held an 8.9% weighting.
(Cash positions are not used in the calculation).

Signed by:
Title: Chief Compliance Officer
Dated: January 30, 2013

Name of Firm: Barrow, Hanley, Mewhinney & Strauss LLC




***BLACKROCK - RUSSELL 1000 INDEX***

Compliance Certification Statement
San Mateo County
Employees’ Retirement Association

In accordance with the Investment Objectives and Policy Statement, the following compliance
worksheet will be completed by each of SamCERA's investment managers on a semi-annual
basis. These statements must be e-mailed to SamCERA's office (Investments@samcera.org) by
Thursday, January 31, 2013.

General Compliance Issues
1. Has the firm acted as a fiduciary and invested its assets for the sole benefit of SamCERA?
(Section 19.4(a)) Yes/No: __Yes_ If no, please explain.

2. Are SamCERA's market benchmarks in the respective asset class areas acceptable to the
firm? (Section 6.3) Yes/No: Yes___ If no, please explain.

3. Has the firm’s insurance coverage been sustained? (Section 19.4(c)) Yes/No: _Yes__ If no,
please explain.

4. Does the firm consider any of SamCERA's investment objectives unreasonable? (Section 6.0)
Yes/No: _No If yes, please explain.

5. Have there been any significant portfolio developments, major changes in firm ownership,
organizational structure and personnel? (Section 19.4(j)) Yes/No: ____If yes, please explain.

In September 2012 BlackRock acquired Swiss Re Private Equity Partners AG (“SRPEP”), the European
private equity and infrastructure fund of funds franchise of Swiss Re. BlackRock and Swiss Re have also
entered into a strategic alternative investment relationship agreement, centered on BlackRock Alternative
Investors (“BAI"), which reinforces Swiss Re’s current investments in SRPEP products and establishes
other future Swiss Re commitments to the BAI platform.

BlackRock announced on 10 January 2013 that it has entered into a definitive agreement to acquire
Credit Suisse’s Exchange-Traded Fund (“ETF”) franchise, a European ETF platform with funds domiciled
in Switzerland, Ireland and Luxembourg that will complement the existing iShares offering. The combined
iShares platform will comprise 264 ETFs and $157.6 billion in assets under management as of December
2012. Following the appropriate regulatory approvals and satisfaction of customary closing conditions,
the deal is expected to close in the second quarter of 2013.

6. Have there been any changes in the firm’s investment approach? (Section 19.4(e)) Yes/No:
_No__ If yes, please explain.

7. Do SamCERA's guidelines require your firm to manage the portfolio significantly differently
than other similar portfolios? (Section 9.1) Yes/No: No__ If yes, please explain.

8. Have there have been any industry or regulatory disciplinary actions taken against the firm?
(Section 19.4(a)) Yes/No: No__ If yes, please explain.

From time to time, BlackRock and its affiliates (collectively, “BlackRock”) are subject to examinations and
inspections by the SEC, DOL, FINRA and the CFTC, among others. Our regulators routinely provide us
with comment letters as a result of these examinations in which they request that BlackRock correct or
modify certain of our practices. In all such instances, BlackRock has addressed these requests promptly
to ensure that it continues to operate in compliance with applicable laws, statutes and regulations.
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***BLACKROCK - RUSSELL 1000 INDEX***

Additionally, from time to time, BlackRock receives subpoenas or requests for information in connection
with regulatory inquiries and/or investigations by its various regulators, some of which are ongoing. Other
than as noted below or as disclosed in the applicable Form ADVs of our various U.S.-registered advisers,
none of these regulatory matters have resulted in any formal proceedings or any other sort of discipline
against BlackRock that has had any adverse impact on our ability to manage our clients' assets.

On 8 March 2012, BlackRock Institutional Trust Company, N.A. (“BTC”) entered into an Offer of
Settlement (the “Agreement”) with the CFTC and consented to the entry of an Order, which makes
findings and imposes remedial sanctions against BTC. Without admitting or denying wrongdoing, BTC
agreed to the imposition of a $250,000 penalty and the entry of the Order to resolve allegations by the
CFTC that two trades by BTC violated Section 4c(a)(1) of the Commodity Exchange Act and CFTC
Regulation 1.38(a). BTC also agreed to refrain from any further violations of the above-mentioned
statutory provisions. The CFTC did not allege that any clients of BTC, BlackRock or any related affiliate
were harmed in any way in the execution of these two trades.

9. Have proxy ballots been voted in accordance with the best economic interest of SamCERA
and in a manner consistent with the Board’s proxy policies? (Section 22.0) Yes/No: Yes _ |If
no, please explain.

Derivative Investments

This section is not applicable as derivatives are not used in the portfolios BlackRock managers for
SamCERA.

1. If the firm entered into a non-exchange traded derivative, was the general nature and
associated risks of the counter-party fully evaluated? (Appendix C(5)) Yes/No: _ __ If no,
please explain.

2. For non-exchange traded derivative transactions, were the counter-parties broker/dealers?
(Appendix C(5)) Yes/No: _ __ If yes: Do the counter-parties have investment grade debt?
Yes/No: __ Are the counter-parties registered with the SEC and do they have net capital to
protect against potential adverse market circumstances? Yes/No: ____ If no, please explain.

3. For non-exchange traded derivative transactions, were the counter-parties financial
institutions (banks)? (Appendix C(5)) Yes/No: _ __ If yes: Do the counter-parties have
investment grade debt? Yes/No: Do the counter-parties have total assets in excess of $1
billion, and significant net capital to protect against potential adverse market circumstances?
Yes/No: ___ If no, please explain.

4. Is individual counter-party exposure well diversified? (Appendix C(5)) Yes/No: Yes___ If no,
please explain. What is the largest exposure to a single counter-party within the portfolio?
Have there been any changes to the investment manager’s list of approved counter-parties
over the past month?

5. Are the investment purposes for a derivative investment consistent with the four purposes

stated in SamCERA's policies? (Appendix C(6)) Yes/No: ___ If no, please explain. Has the
firm developed any new purposes for derivative investments? Yes/No: __ If yes, please
explain.

6. List all limited allocation derivative investments individually and the percentage of the
portfolio’s assets represented by each investment. (Appendix C(7)) State if the firm has
evaluated the exposure to market value losses that can occur from each of these derivatives.



***BLACKROCK - RUSSELL 1000 INDEX***

Yes/No: If no, please explain. State if these derivative investments in total represent more
than 5% of the portfolio’s market value. If more than 5%, please explain.

7. State if any restricted derivative investments are held in SamCERA's portfolios. Yes/No: ___ If
any are held, state the percentage of the portfolio’s assets held in such derivatives and why
the firm is not in compliance with the investment policies. (Appendix C(7))

8. For derivative investments with allocation limits, has the firm tested and measured these
investments’ sensitivities to changes in key risk factors? (Appendix C(8)) Yes/No: If no,
please explain.

9. Have all derivative investments been made in a manner consistent with the derivative
investment process specified in the policy statement? (Appendix C(9)) Yes/No: If no,
please explain.

10. Specify the security pricing sources used when developing portfolio market value exposures
for limited allocation derivatives. ((Appendix C(10 b))

11. Provide a statement regarding the liquidity of the derivative investments. Provide a general
statement discussing the legal and regulatory risks associated with the portfolio manager's
investments in derivatives.

12. State if the legal and regulatory risk associated with portfolio derivative investments have
changed over the past six months. (Appendix C(10 g)) Yes/No: ___ If yes, please explain.

Investment Manager Guidelines
1. Are portfolio holdings well-diversified, and made in liquid securities? (Section 5.0) Yes/No:
__Yes_If no, please explain.

2. Has the firm engaged in short selling, use of leverage or margin and/or investments in
commodities? Yes/No: No If yes, please explain.

Cash & Equivalents
1. Does the firm directly invest in short term fixed income investments? Yes/No: _No__ If yes, do
the investments comply with the policies? (Section 11.0) Yes/No: ___ If no, please explain.

Domestic Equity Portfolios (Large, Mid & Small)
1. Please state the percentage of the portfolio held in each of the following types of securities:

common stock; preferred stock; convertible securities; and, cash & equivalents. (Section 19.4
)
Please note that BlackRock manages a Russell 1000 Index Fund for SamCERA. The breakdown by
security type is provided below.

Equity and convertible: 96%

Unit investment trust: 4%

2. What is the firm’'s market value allocation to large, mid and small stocks? (Section 19.4 j)
Please specify percentages.



***BLACKROCK - RUSSELL 1000 INDEX***

The Russell 1000 Index Fund is comprised of US large cap stocks.

3. Specify the percentage of the portfolio that is invested in American Depository Receipts
(ADR's). (Section 19.4 j) Also, specify the percentage of the portfolio invested in ADR
securities that are 144A securities. If greater than 10%, explain why.

None

4. What is the largest percentage of the portfolio represented by a single security? (Section 19.4
j) If any securities were above 5% at the time of purchase, please list and explain why.

Apple - 3.43%. Please note that the Russell 1000 Index Fund is passively managed and seeks to
replicate the return of the Russell 1000 Index. Apple is the largest holding in the Russell 1000 Index.

5. Based on NAICS codes, what is the largest percentage of the portfolio represented by a single
industry? (Section 10.3 a). Please specify all industries above 15%.

Information technology — 18.33%/ Please note that the Russell 1000 Index Fund is passively managed
and seeks to replicate the return of the Russell 1000 Index. Information technology is the largest sector
weight in the Russell 1000 Index.

Signed by: Vickie Chan
Dated: 1/31/2013
Name of Firm BlackRock



***CHARTWELL - U.S. SMALL CAP GROWTH***

Compliance Certification Statement
San Mateo County
Employees’ Retirement Association

In accordance with the Investment Objectives and Policy Statement, the following compliance
worksheet will be completed by each of SamCERA's investment managers on a semi-annual
basis. These statements must be e-mailed to SamCERA's office (Investments@samcera.org) by
Thursday, January 31, 2013.

General Compliance Issues

1.

Has the firm acted as a fiduciary and invested its assets for the sole benefit of SamCERA?
(Section 19.4(a)) Yes/No: Yes Ifno, please explain.

Are SamCERA's market benchmarks in the respective asset class areas acceptable to the
firm? (Section 6.3) Yes/No: Yes Ifno, please explain.

Has the firm’s insurance coverage been sustained? (Section 19.4(c)) Yes/No: Yes If no,
please explain.

Does the firm consider any of SamCERA's investment objectives unreasonable? (Section 6.0)
Yes/No: No Ifyes, please explain.

Have there been any significant portfolio developments, major changes in firm ownership,
organizational structure and personnel? (Section 19.4(j)) Yes/No: No If yes, please
explain.

Have there been any changes in the firm’s investment approach? (Section 19.4(e)) Yes/No:
No If yes, please explain.

Do SamCERA's guidelines require your firm to manage the portfolio significantly differently
than other similar portfolios? (Section 9.1) Yes/No: Neo  If yes, please explain.

Have there have been any industry or regulatory disciplinary actions taken against the firm?
(Section 19.4(a)) Yes/No: No If yes, please explain.

Have proxy ballots been voted in accordance with the best economic interest of SamCERA
and in a manner consistent with the Board’s proxy policies? (Section 22.0) Yes/No: Yes
If no, please explain.


mailto:Investments@samcera.org

***CHARTWELL - U.S. SMALL CAP GROWTH***

Derivative Investments

1.

If the firm entered into a non-exchange traded derivative, was the general nature and
associated risks of the counter-party fully evaluated? (Appendix C(5)) Yes/No:  If no,
please explain.

Not applicable.

For non-exchange traded derivative transactions, were the counter-parties broker/dealers?
(Appendix C(5)) Yes/No: _ If yes: Do the counter-parties have investment grade debt?
Yes/No: _ Are the counter-parties registered with the SEC and do they have net capital to
protect against potential adverse market circumstances? Yes/No: _ If no, please explain.

Not applicable.

For non-exchange traded derivative transactions, were the counter-parties financial
institutions (banks)? (Appendix C(5)) Yes/No: __ If yes: Do the counter-parties have
investment grade debt? Yes/No: Do the counter-parties have total assets in excess of $1
billion, and significant net capital to protect against potential adverse market circumstances?
Yes/No: ___ If no, please explain.

Not applicable.

Is individual counter-party exposure well diversified? (Appendix C(5)) Yes/No:  If no,
please explain. What is the largest exposure to a single counter-party within the portfolio?
Have there been any changes to the investment manager’s list of approved counter-parties
over the past month?

Not applicable.

Are the investment purposes for a derivative investment consistent with the four purposes
stated in SamCERA's policies? (Appendix C(6)) Yes/No:  If no, please explain. Has the
firm developed any new purposes for derivative investments? Yes/No:  If yes, please
explain.

Not applicable.

List all limited allocation derivative investments individually and the percentage of the
portfolio’s assets represented by each investment. (Appendix C(7)) State if the firm has
evaluated the exposure to market value losses that can occur from each of these derivatives.
Yes/No:  If no, please explain. State if these derivative investments in total represent
more than 5% of the portfolio’s market value. If more than 5%, please explain.

Not applicable.

State if any restricted derivative investments are held in SamCERA's portfolios. Yes/No:
If any are held, state the percentage of the portfolio’s assets held in such derivatives and why
the firm is not in compliance with the investment policies. (Appendix C(7))

Not applicable.



***CHARTWELL - U.S. SMALL CAP GROWTH***

8. For derivative investments with allocation limits, has the firm tested and measured these
investments’ sensitivities to changes in key risk factors? (Appendix C(8)) Yes/No:  If no,
please explain.

Not applicable.

9. Have all derivative investments been made in a manner consistent with the derivative
investment process specified in the policy statement? (Appendix C(9)) Yes/No:  If no,
please explain.

Not applicable.

10. Specify the security pricing sources used when developing portfolio market value exposures
for limited allocation derivatives. ((Appendix C(10 b))

Not applicable.

11. Provide a statement regarding the liquidity of the derivative investments. Provide a general
statement discussing the legal and regulatory risks associated with the portfolio manager's
investments in derivatives.

Not applicable.

12. State if the legal and regulatory risk associated with portfolio derivative investments have
changed over the past six months. (Appendix C(10 g)) Yes/No:  If yes, please explain.
Not applicable.

Investment Manager Guidelines
1. Are portfolio holdings well-diversified, and made in liquid securities? (Section 5.0) Yes/No:
Yes If no, please explain.

2. Has the firm engaged in short selling, use of leverage or margin and/or investments in
commodities? Yes/No: No  If yes, please explain.

Cash & Equivalents

1. Does the firm directly invest in short term fixed income investments? Yes/No: No  If yes,
do the investments comply with the policies? (Section 11.0) Yes/No: __ If no, please
explain.

The portfolio’s custodian, State Street Bank invests the cash in their money market fund as
instructed by San Mateo County.

Domestic Equity Portfolios (Large, Mid & Small)

1. Please state the percentage of the portfolio held in each of the following types of securities:
common stock; preferred stock; convertible securities; and, cash & equivalents. (Section
19.49)

Common stock=96.99%; preferred stock=0; convertible securities=0; cash &
equivalents=3.01%



***CHARTWELL - U.S. SMALL CAP GROWTH***

. What is the firm’s market value allocation to large, mid and small stocks? (Section 19.4 j)
Please specify percentages.

Exposure of the Chartwell managed portfolio is 97% small cap growth.

. Specify the percentage of the portfolio that is invested in American Depository Receipts
(ADR's). (Section 19.4 j) Also, specify the percentage of the portfolio invested in ADR
securities that are 144A securities. If greater than 10%, explain why.

The percentage of the portfolio invested in ADR’s is 2.5%. There are no 144A
securities in the portfolio.

. What is the largest percentage of the portfolio represented by a single security? (Section 19.4
j) If any securities were above 5% at the time of purchase, please list and explain why.

The largest percentage of the portfolio represented by a single security is 2.62%.

Based on NAICS codes, what is the largest percentage of the portfolio represented by a
single industry? (Section 10.3 a). Please specify all industries above 15%.

The largest percentage of the portfolio represented by a single industry is 7.01%.

Signed by: %Wﬂm

LuAnn Molino, Principal, Compliance & Client Administration

Dated: 1/30/2013
Name of Firm: Chartwell Investment Partners



D. E. Shaw Investment Management, L.L.C.
As of February 1, 2013

Compliance Certification Statement
San Mateo County
Employees’ Retirement Association

In accordance with the Investment Objectives and Policy Statement, the following compliance worksheet
will be completed by each of SamCERA's investment managers on a semi-annual basis. These statements
must be faxed to SamCERA's office and investment consultant no later than 10 days after the end of each
reporting period. (15.3(i)) '

General Compliance Issues
1. Has the firm acted as a fiduciary and invested its assets for the sole benefit of SamCERA? (15.4(a))
Yes/No: __ Ifno, please explain.
D. E. Shaw Investment Management, L.L.C. ("DESIM") has acted as a fiduciary and invested for the
sole benefit of San Mateo County Employees’ Retirement Association (*SamCERA") with respect to
the separate account owned by SamCERA and managed by DESIM (the “SamCERA Account”).

2. Are SamCERA's market benchmarks in the respective asset class areas acceptable to the firm? (6.3)
Yes/No: __ Ifno, please explain.

The benchmark employed by the SamCERA Account is acceptable to DESIM.

3. Has the firm’s insurance coverage been sustained? (15.4(c)) Yes/No: Yes If no, please eprain.

4. Does the firm consider any of SamCERA's investment objectives unreasonable? (6.0) Yes/No: _ If
yes, please explain. ‘
None of investment objectives relating to the SamCERA Account is unreasonable to DESIM. DESIM
does not have a view on the investment objectives identified by SamCERA that extend beyond the
scope of DESIM's mandate.

5. Have there been any significant portfolio developments, major changes in firm ownership,
organizational structure and personnel? (15.4(j)) Yes/No: _____If yes, please explain.

The structured equity (“Structured Equity") investment process managed by DESIM generally
remains as previously outlined to you. Since DESIM last completed this Compliance Certification,
DESIM has made adjustments to its mix of alpha models and to its optimization process. DESIM
believes these changes are consistent with the historical evolution of quantitative investment
strategies managed by the D. E. Shaw group over the past 24 years. There were no significant
changes in DESIM's organization and no changes in DESIM's direct ownership since DESIM last
completed this Compliance Certification.



6. Have there been any changes in the firm’s investment approach? (15.4(e)) Yes/No: ___ If yes, please
explain.

There have been no material changes to DESIM's investment process since DESIM last completed
this Compliance Certification. However, it's important to note that the D. E. Shaw group's
centralized equity research effort has, over time, produced certain incremental changes to the
strategies' implementation. As an example of this evolutionary process, once a quantitative model is
added to production trading, it is continually re-evaluated in view of changing market conditions
and that model's relationship to other models, whether existing or newly introduced. This
evaluation may result in the changing of one or more of that model's parameters over time or, less
often, in the removal altogether of the model from the strategy. The D. E. Shaw group exp'ends
significant resources in an effort to modify or enhance existing models and to develop models to
exploit newly discovered inefficiencies. DESIM believes that this dynamic process of integration,
adaptation, and pruning increases portfolio utility over time.

No assurances can be given that any aims, assumptions, expectations, and/or goals described in
this document will be realized.

7. Do SamCERA 's guidelines require your firm to manage the portfolio significantly differently than
other similar portfolios? (9.1) Yes/No: ___ If yes, please explain. -
DESIM currently does not manage another portfolio against the same benchmark and targeting the
same level of annualized tracking error as the SamCERA Account. However, the SamCERA Account
is generally managed by DESIM using the same quantitative techniques and investment style
deployed on behalf of all long-only benchmark-relative portfolios managed by the firm.

8. Have there been industry or regulatory disciplinary actions taken against the firm? (15.3(j)) Yes/No:
No If yes, please explain.

There have been no disciplinary actions taken against DESIM by any industry organization or
regulator since DESIM's formation in 2005.

9. Have proxy ballots been voted in accordance with the best economic interest of SamCERA and in a
manner consistent with the Board’s proxy policies? (18.0) Yes/No: __ If no, please explain.
Consistent with the terms of the investment management agreement between SamCERA and
DESIM (the “IMA"), DESIM votes proxies according to DESIM's policies. DESIM does not vote
proxies where it does not have the authority to do so or where the cost of doing so, in the opinion
of DESIM, would exceed the expected benefits to the client. When required, DESIM has
~ determined that the most efficient way to vote certain proxies is through and in accordance with the
recommendations of an independent third-party proxy voting service (the “Voting Service
Recommendations”). Designated employees of DESIM or its related persons review selected



material proxy matters and determine whether the Voting Service Recommendations are in the best
interest of such clients with respect to the economic value of the assets under management. When
the designated employee determines that the Voting Service Recommendation is contrary to the
best interest of such clients, the designated employee recommends an alternative vote and obtains
the approval of the chief compliance officer and the chief investment officer of DESIM or their
designees before instructing the proxy voting service to vote the applicable proxy.

Derivative Investments

DESIM has not responded to the questions in this section because they are not applicable to the
SamCERA Account.

1. If the firm entered into a non-exchange traded derivative, was the general nature and associated risks
of the counter-party fully evaluated? (Appendix C(5)) Yes/No: __ Ifno, please explain.

2. For non-exchange traded derivative transactions, were the counter-parties broker/dealers? (Appendix
C(5)) Yes/No: If yes: Do the counter-parties have investment grade debt? Yes/No: Are the
counter-parties reglstered with the SEC and do they have net capital to protect against potent1al
adverse market circumstances? Yes/No: ___ If no, please explain.

3. For non-exchange traded derivative transactions, were the counter-parties financial institutions?
(bank(Appendix C(5)) Yes/No: __ If yes: Do the counter-parties have investment grade debt?
Yes/No: Do the counter-parties have total assets in excess of $1 billion, and significant net capital
to protect against potential adverse market circumstances? Yes/No: ___ If no, please explain.

4. TIs individual counter-party exposure well diversified? (Appendix C(5)) Yes/No: __ If no, please
explain, What is the largest exposure to a single counter-party within the portfolio? Have there been
any changes to the investment manager’s list of approved counter-parties over the past month?

5. Are the investment purposes for a derivative investment consistent with the four purposes stated in
SamCERA's policies? (Appendix C(6)) Yes/No: ___ If no, please explain. Has the firm developed
any new purposes for derivative investments? Yes/No: __ If yes, please explain.

6. List all limited allocation derivative investments individually and the percentage of the portfolio’s
assets represented by each investment. (Appendix C(7)) State if the firm has evaluated the exposure to
market value losses that can occur from each of these derivatives. Yes/No: ___ If no, please explain.
State if these derivative investments in total represent more than 5% of the portfolio’s market value.
If more than 5%, please explain.

7. State if any restricted derivative investments are held in SamCERA's portfolios. Yes/No: __ If any
are held, state the percentage of the portfolio’s assets held in such derivatives and why the firm is not
in compliance with the investment policies. (Appendix C(7)) State if any restricted derivative
investments are held in SamCERA's portfolios. Yes/No: ___ If any are held, state the percentage of
the portfolio’s assets held in such derivatives and why the firm is not in compliance with the
investment policies. (Appendix C(7))



8. For derivative investments with allocation limits, has the firm tested and measured these investments’
sensitivities to changes in key risk factors? (Appendix C(8)) Yes/No: __ If no, please explain.

9. Have all derivative investments been made in a manner consistent with the derivative investment
process specified in the policy statement? (Appendix C(9)) Yes/No: __ If no, please explain.

10. Specify the security pricing sources used when developing portfolio market value exposures for
limited allocation derivatives. (Appendix C(10 b))

11. Provide a statement regarding the liquidity of the derivative investments. Provide a general statement
discussing the legal and regulatory risks associated with the portfolio manager's investments in
derivatives.

12. State if the legal and regulatory risk associated with portfolio derivative investments have changed
over the past six months. (Appendix C(10 g)) Yes/No: ___ If yes, please explain.

Investment Manager Guidelines
1. Are portfolio holdings well-diversified and made in liquid securities? (5.0) Yes/No: __ If no, please
explain,
DESIM believes that the SamCERA Account is appropriately diversified in light of the investment
guidelines set forth in the IMA. As of December 31, 2012, the SamCERA Account held 565
positions. The concentration by percentage of that portfolio’s value as of the same date is provided
in the table below.

10 Largest Positions 24.29%
25 Largest Positions 41.78%
50 Largest Positions 59.04 %
100 Largest Positions 79.19%

The following two tables break out, respectively, the portfolio's ten largest overweight and
underweight positions by each position's active exposure relative to the benchmark as of
December 31, 2012.



Portfolio | Benchmark Active
Holding Weight Weight | Exposure
Apple Inc 4.95% 343% | 1.52%
Visa Inc ' 2.04% 0.54% 1.49%
Pfizer Inc 2.78% 1.29% 1.49%
Philip Morris International Inc 2.41% 0.98% 1.42%
American International Group Inc 1.57% 0.16% 1.41%
Occidental Petroleum Corp 1.50% 043% | 1.07%
Verisk Analytics Inc 1.11% 0.05% 1.06%
Marathon Petroleum Corp 1.20% 0.15% | 1.05%
Anadarko Petroleum Corp 1.28% 0.26% 1.03%
Wells Fargo & Co 2.08% 1.15% | 0.93%
| Portfolio | Benchmark | Active
Holding ' Weight Weight | Exposure
Berkshire Hathaway Inc 0.03% 1.10% | -1.07%
Verizon Communications Inc 0.00% 0.85% | -0.85%
Bank of America Corp 0.02% 0.86% | -0.84%
Citigroup Inc 0.06% 0.80% | -0.74%
PepsiCo Inc 0.01% 0.74% | -0.73%
Intel Corp 0.01% 0.71% | -0.70%
McDonalds Corp 0.00% 0.62% | -0.62%
Walt Disney Co 0.00% 0.61% | -0.61%
Comcast Corp 0.13% 0.69% | -0.56%
United Tech Corp 0.00% 051% | -051%

As indicated in our response to the section “Domestic Equity Portfolios (Large, Mid & Small)"
below, the vast majority of the assets held by the SamCERA Account are invested in stocks and
exchange-traded funds listed on U.S. exchanges, and the small remainder is held in cash and cash
equivalents. Although DESIM currently does not generally expect to hold or transact in what
DESIM considers especially illiquid securities under normal market conditions, individual U.S. equity -
positions may become highly or completely illiquid in market crises.

The portfolio statistics presented in this document are not necessarily indicative of any portfolio’s
statistics on any future date.

2. Has the firm engaged in short selling, use of leverage or margin and/or investments in commodities?
Yes/No: ___If yes, please explain.
With respect to the SamCERA Account, DESIM has not engaged in short selling, employed leverage
or purchased securities on margin, or invested in any instruments other than stocks and exchange-
traded funds listed on U.S. exchanges and cash and cash equivalents.



**%*T ROWE PRICE — U.S. LARGE CAP CORE***
Compliance Certification Statement

San Mateo County
Employees’ Retirement Association

In accordance with the Investment Objectives and Policy Statement, the following compliance
worksheet will be completed by each of SamCERA's investment managers on a semi-annual basis.
These statements must be faxed to SamCERA's office and investment consultant no later than 10 days
after the end of each reporting period. (15.3(i))

General Compliance Issues
1. Has the firm acted as a fiduciary and invested SamCERA assets for the sole benefit of
SamCERA? (15.4(a)) Yes/No: _Yes If no, please explain.

2. Are SamCERA's market benchmarks in the respective asset class areas acceptable to the firm?
(6.3) Yes/No: _Yes If no, please explain.

3. Has the firm’s insurance coverage been sustained? (15.4(c)) Yes/No: Yes If no, please
explain.

Fidelity Bond: T. Rowe Price Group, Inc. and its subsidiaries (including T. Rowe Price
Associates, Inc. and T. Rowe Price International Ltd), as well as the T. Rowe Price Funds
(collectively “T. Rowe Price”), currently carries a $125,000,000 Fidelity Bond through ICI Mutual
Insurance Company to protect against certain employee and third-party dishonest or fraudulent acts.
The $125,000,000 coverage limit is applied “per occurrence”. This is an “event occurrence” policy
that provides coverage based on the policy in effect when the event occurs. There is a $250,000
deductible for most claims. There is no deductible for employee fraud in the Price Funds. The

policy period is August 31, 2012 — August 31, 2013.

E&O/D&O Insurance: T. Rowe Price Group, Inc. and its subsidiaries (including T. Rowe Price
Associates, Inc. and T. Rowe Price International Ltd), as well as the T. Rowe Price Funds
(collectively “T. Rowe Price”), also maintains an Errors & Omissions/Directors & Officers
insurance coverage in the aggregate amount of $150,000,000 through ICI Mutual Insurance
Company and various commercial carriers. These policies are designed to cover losses due to certain
errors and omissions, misstatements and other actions of the insureds. Also, these are “claims made”
policies that provide coverage based on the policies in effect when the claim is made, regardless of
when the event occurred. All claims submitted by corporate insureds are subject to a $1,000,000

deductible. The policies cover the period August 31, 2012 — August 31, 2013.

ERISA Bond

In accordance with Section 412 of ERISA, T. Rowe Price Associates, Inc., its subsidiaries and
affiliates, also maintains Fiduciary Fidelity Bond coverage through Federal Insurance Company
(Chubb) and various commercial carriers in the amount of 10% of plan/trust assets under
management up to a maximum of $500,000 for each retirement plan or trust listed as a named
insured or $1,000,000 for each retirement plan that holds employer securities. The policy period is

August 31, 2012 — August 31, 2013.

Please find attached copies of the Certificates of Insurance for Fidelity Bond, E&O/D&O Insurance,
and ERISA Bond which were previously provided to SamCERA in accordance with Sections 6.1.3
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and 6.1.4 of the Investment Management Agreement dated May 31, 2012 between SamCERA and
T. Rowe Price Associates, Inc. (the “Agreement”).

In addition, pursuant to Sections 6.1.1 and 6.1.2 of the Agreement, please find attached a copy of the
Certificate of Liability Insurance dated May 30, 2012 which was previously provided to SamCERA.

. Does the firm consider any of SSmCERA'S investment objectives unreasonable? (6.0) Yes/No:

No_If yes, please explain.

. Have there been any significant portfolio developments, major changes in firm ownership,

organizational structure and personnel? (15.4(j)) Yes/No: Yes If yes, please explain.

Robert Higginbotham, Head of T. Rowe Price Global Investment Services

Effective October 1, 2012, Robert Higginbotham succeeded Todd Ruppert as head of Global
Investment Services (GIS). GIS is the firm's global institutional business development and
relationship management activities.

Mr. Higginbotham brings more than 22 years of financial services industry experience to his new
role including a wealth of experience serving both institutional and intermediary clients globally.
Most recently, Mr. Higginbotham was with Fidelity International, where he served as CEO for
their Europe, Middle East & Africa (EMEA) and Latin America regions with broad oversight
responsibility for their asset management, including client relations activities, as well as their
global operations and technology platforms.

Prior to joining Fidelity, Mr. Higginbotham also served in leadership roles at Schroder
Investment Management as both their global head of product and their global marketing director.
He is also a board member of the Investment Management Association (IMA) and Vice-
chairman of the Forum of European Asset Managers (FEAM). We are confident that Robert is
the right person to both lead this team and help our institutional clients reach their investment
goals.

As announced April 18, 2012, Todd Ruppert retired June 2012 as head of Global Investment
Services.

Scott David, Head of T. Rowe Price U.S. Investment Services

On December 31, 2012, Scott David became the director of U.S. Investment Services, with
oversight of the firm’s distribution units: Retirement Plan Services, Third Party Distribution, and
Retail Direct.

Mr. David has more than 20 years of broad financial services experience. Before joining the
firm, Scott was president of Fidelity Institutional Retirement Services, where he was responsible
for the unit’s strategic direction, financial performance, client satisfaction, quality improvement,
and employee engagement across multiple sites in the U.S. and India. Prior to that, Scott was
president of the U.S. Retirement Services business at Scudder Investments/Deutsche Bank. He
began his career in 1988 as an employee benefit representative with Aetna Life Insurance
Company.

Scott is a former Board member of the Employee Benefit Research Institute and a former
member of the Business Advisory Council for Farmer School of Business at Miami University.
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He is an active participant of the Investment Company Institute (ICI), member of the Society of
Pension Actuaries and Recordkeepers (SPARK), and member of the Profit Sharing Council of
America (PSCA).

Cynthia Egan, Head of T. Rowe Price Retirement Plan Services — Retirement

As announced earlier in the year, Cynthia Egan retired on December 31, 2012. She led a
successful 30-year career in financial services and the defined contribution industry, and led the
firm’s Retirement Plan Services (RPS) division for the last five years.

As the head of RPS, Ms. Egan has made valuable contributions to our clients, the firm, and the
industry. She has remained a vocal advocate for strengthening the defined contribution plan as a
pillar of the U.S. retirement system, and for emphasizing retirement income as a key measure of
participant success. Ms. Egan left behind a very strong and experienced RPS organization, well
suited to helping our clients meet the opportunities and challenges ahead.

Until her retirement, Ms. Egan worked closely with key senior RPS executives, RPS
management team and Mr. David to ensure a smooth transition of responsibilities.

Small-Cap Growth Investing Portfolio Manager Retirement

After a 43-year career in the financial services industry, over 35 of which were with T. Rowe
Price, John H. (Jack) Laporte retired on December 31, 2012. As part of our transition plan, in
March 2010, Mr. Laporte transitioned his portfolio management responsibilities of Small-Cap
Growth portfolios to Henry Ellenbogen, and remained at the firm in a variety of areas until his
retirement. Mr. Laporte served on T. Rowe Price's U.S. Equity Steering Committee, Asset
Allocation Committee, and Equity Brokerage and Trading Control Committee and was a director
of a number of T. Rowe Price's mutual funds. From 1987 to 2010, he served as the lead portfolio
manager for the firm's small-cap growth portfolios and as chairman of the Investment Advisory
Committee of the New Horizons Fund.

Second Director of Credit Research, Justin Gerbereux

Justin Gerbereux joined Mike McGonigle as the second Director of Credit Research. Justin’s
experience and perspective, combined with his leadership skills, will be an asset in the firm’s
effort to advance research efforts.

Mr. Gerbereux has 13 years of investment experience, nine of which have been at T. Rowe Price.
He joined the firm in 2003 and worked as a credit research analyst and portfolio manager in the
Fixed Income Division’s High Yield Group before becoming a director of Fixed Income Credit
Research in 2013. Prior to joining the firm, Mr. Gerbereux worked as an equity research intern
with Mellon Growth Advisors, LLC, in Boston and was a senior investment associate and
investment performance analyst at Cambridge Associates LLC in Arlington, Virginia.

Mr. Gerbereux earned a B.S. in business administration from the University of Mary Washington
and an M.B.A. in business administration from the University of Virginia, Darden Graduate
School of Business Administration. He also has earned the Chartered Financial Analyst
designation.
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6. Have there been any changes in the firm’s investment approach? (15.4(e))) Yes/No: No If
yes, please explain.

7. Do SamCERA's guidelines require your firm to manage the portfolio significantly differently
than other similar portfolios? (9.1) Yes/No: _No_If yes, please explain.

8. Have there been industry or regulatory disciplinary actions taken against the firm? (15.3(j))
Yes/No: Yes If yes, please explain.

From time to time in the normal course of business, T. Rowe Price Associates, Inc., its subsidiaries,
affiliates, officers, and employees (collectively the "Company") are named as parties to minor
litigation matters involving the accounts of Price mutual fund shareholders, retirement plan
participants, or of retail customers in the Company's brokerage unit. Often, the Company is hamed
as a stakeholder and, therefore, these minor litigation matters are not disclosed herein. Further, the
Company is not involved in any notable litigation matter or regulatory proceeding relating to any
business practice or relating to services rendered to the firm's clients, with the following exception:
Pending Case:

Tribune Company Bankruptcy Proceeding

Several of the T. Rowe Price Funds, sub advised clients, and institutional clients are included in a
class of defendants in connection with a fraudulent transfer lawsuit that the Unsecured Creditors
Committee (the “Committee”) of the Tribune Company filed in Delaware bankruptcy court. In
addition, various T. Rowe Price entities and certain of the T. Rowe Price Funds, institutional clients,
and sub advised clients have been sued in a number of federal and state courts in various states in
connection with receipt of proceeds from a leveraged buyout (“LBO”) through which Tribune
converted to a privately owned company in 2007. These lawsuits allege constructive fraudulent
transfer claims in an attempt to recover payments made to shareholders at the time of the LBO. The
lawsuits do not allege that any of the T. Rowe Price defendants engaged in wrongful conduct. The
lawsuits have been consolidated by the Multidistrict Litigation Panel for purposes of all pretrial
proceedings.

On December 19, 2011, Sam Zell, through various entities, filed two lawsuits in Cook County,
Illinois naming the other shareholder defendants as a means of preserving any rights of recovery the
Zell entities may have against former shareholders related to the LBO in the event that the LBO is
found to have been a fraudulent conveyance.

Eastman Kodak ERISA Litigation

The T. Rowe Price Trust Company has been named as a defendant, but not yet served, in a class
action lawsuit filed on September 14, 2012 in federal court (Western District of New York) alleging
fiduciary violations in connection with the holding of Eastman Kodak stock in the Eastman Kodak
Employee Stock Ownership Plan (ESOP). The T. Rowe Price Trust Company serves as directed
trustee of the ESOP. The ESOP's named fiduciary has also been named as a defendant in the
lawsuit. The T. Rowe Price Trust Company denies that it violated its duties with regard to the
ESOP, and if served, intends to vigorously defend the lawsuit.

Closed Cases:

John Bilski v. T. Rowe Price International Funds, Inc., et al.

On November 19, 2003, a purported class action (Bilski v. T. Rowe Price International Funds, Inc.)
was filed in the United States District Court, Southern District of Illinois, against T. Rowe Price
International, Inc. and the T. Rowe Price International Funds, Inc. Two entirely unrelated fund
groups were also named as defendants. This litigation was transferred to the Federal Court in
Baltimore to the Judicial Panel on Multidistrict Litigation (“MDL”). On October 6, 2004, the
Plaintiff filed a voluntary notice of dismissal.
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John Biliski v. T. Rowe Price International, Inc. and T. Rowe Price Associates, Inc. (Bilski I1)
On April 7, 2004, a purported Class Action Complaint was filed in the Circuit Court of the State of
Ilinois (St. Clair County) by John Biliski [sic], a shareholder of several of the Price Funds. T. Rowe
Price International, Inc. and T. Rowe Price Associates, Inc. were named as defendants. The
Complaint alleged that excessive advisory fees were paid to the T. Rowe Price entities to manage the
Price Funds. We filed a Notice of Removal to Federal Court (Southern District of Illinois). On May
14, 2004, the Plaintiff filed a Notice of Dismissal without Prejudice, effectively ending this
litigation.
T.K. Parthasarathy, et al. (incl. Woodbury) v. T. Rowe Price International Funds, Inc., et al.
On September 16, 2003, a purported class action (Woodbury v. T. Rowe Price International Funds,
Inc.) was filed in the Circuit Court, Third Judicial Circuit, Madison County, Illinois, against T. Rowe
Price International, Inc. and the T. Rowe Price International Funds, Inc. Two unrelated fund groups
were also named as defendants. The basic allegations in the complaint were that the T. Rowe Price
defendants did not make appropriate value adjustments to the foreign securities of the T. Rowe Price
International Stock Fund prior to calculating the fund’s daily share prices, thereby allegedly enabling
market timing traders to trade the fund at the expense of long-term shareholders.
The case against the T. Rowe Price defendants was dismissed with prejudice on February 15, 2008.

Have proxy ballots been voted in accordance with the best economic interest of SamCERA and
in a manner consistent with the Board’s proxy policies? (18.0) Yes/No: Yes If no, please
explain.

Derivative Investments — N/A

1.

If the firm entered into a non-exchange traded derivative, was the general nature and associated risks
of the counter-party fully evaluated? (Appendix C(5)) Yes/No:  If no, please explain.

For non-exchange traded derivative transactions, were the counter-parties broker/dealers? (Appendix
C(5)) Yes/No: __ Ifyes: Do the counter-parties have investment grade debt? Yes/No:  Are the
counter-parties registered with the SEC and do they have net capital to protect against potential
adverse market circumstances? Yes/No: ___ If no, please explain.

For non-exchange traded derivative transactions, were the counter-parties financial institutions?
(bank(Appendix C(5)) Yes/No: ___ If yes: Do the counter-parties have investment grade debt?
Yes/No: Do the counter-parties have total assets in excess of $1 billion, and significant net
capital to protect against potential adverse market circumstances? Yes/No: ___ If no, please explain.
Is individual counter-party exposure well diversified? (Appendix C(5)) Yes/No:  If no, please
explain. What is the largest exposure to a single counter-party within the portfolio? Have there been
any changes to the investment manager’s list of approved counter-parties over the past month?

Are the investment purposes for a derivative investment consistent with the four purposes stated in
SamCERA's policies? (Appendix C(6)) Yes/No:  If no, please explain. Has the firm developed
any new purposes for derivative investments? Yes/No:  If yes, please explain.

List all limited allocation derivative investments individually and the percentage of the portfolio’s
assets represented by each investment. (Appendix C(7)) State if the firm has evaluated the exposure
to market value losses that can occur from each of these derivatives. Yes/No:  If no, please
explain. State if these derivative investments in total represent more than 5% of the portfolio’s
market value. If more than 5%, please explain.
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7. State if any restricted derivative investments are held in SamCERA's portfolios. Yes/No:  If any
are held, state the percentage of the portfolio’s assets held in such derivatives and why the firm is not
in compliance with the investment policies. (Appendix C(7)) State if any restricted derivative
investments are held in SamCERA's portfolios. Yes/No: __If any are held, state the percentage of
the portfolio’s assets held in such derivatives and why the firm is not in compliance with the
investment policies. (Appendix C(7))

8. For derivative investments with allocation limits, has the firm tested and measured these
investments’ sensitivities to changes in key risk factors? (Appendix C(8)) Yes/No:  If no, please
explain.

9. Have all derivative investments been made in a manner consistent with the derivative investment
process specified in the policy statement? (Appendix C(9)) Yes/No: _ If no, please explain.

10. Specify the security pricing sources used when developing portfolio market value exposures for
limited allocation derivatives. (Appendix C(10 b))

11. Provide a statement regarding the liquidity of the derivative investments. Provide a general
statement discussing the legal and regulatory risks associated with the portfolio manager's
investments in derivatives.

12. State if the legal and regulatory risk associated with portfolio derivative investments have changed
over the past six months. (Appendix C(10 g)) Yes/No:  If yes, please explain.

Investment Manager Guidelines
1. Are portfolio holdings well-diversified and made in liquid securities? (5.0) Yes/No: Yes |If
no, please explain.

2. Has the firm engaged in short selling, use of leverage or margin and/or investments in
commodities? Yes/No: _No_If yes, please explain.

Cash & Equivalents
1. Does the firm directly invest in short term fixed income investments? Yes/No: _No If yes, do
the investments comply with the policies? (11.0) Yes/No: ___ If no, please explain.

Domestic Equity Portfolios (Large, Mid & Small)

1. Please state the percentage of the portfolio held in each of the following types of securities:
common stock; preferred stock; convertible securities; and, cash & equivalents. (15.4 j)
As of 12/31/2012:
Equities — 98.67%
Reserves —1.33%

2. What is the firm’s market value allocation to large, mid and small stocks? (15.4 j) Please
specify percentages.

Total US Equity Assets:

Market Capitalization Breakdown:

US Large-Cap 73.6%
US Mid-Cap 16.1%
US Small-Cap 10.3%

(using total equities for the firm)



****T ROWE PRICE - U.S. LARGE CAP CORE***

3. Specify the percentage of the portfolio that is invested in American Depository Receipts
(ADRs). (15.4 ) Also, specify the percentage of the portfolio invested in ADR securities that
are 144A securities. If greater than 10%, explain why.

None

4. What is the largest percentage of the portfolio represented by a single security? (15.4 j) If any

securities were above 5% at the time of purchase, please list and explain why.
Apple is the largest security with 4.3% of the portfolio as of 12/31/2012.
5. Based on GICS codes, what is the largest percentage of the portfolio represented by a single

industry? (10.3 a). Please specify all industries above 15%.
There are currently no industries at or above 15%. Oil, Gas, and Consumable Fuels is the largest industry
representing 9.4% of the portfolio as of 12/31/2012.

Signed by:

G o

John D. Plowright, CFA
Dated: 1/31/2013

Name of Firm : T Rowe Price



Compliance Certification Statement
San Mateo County
Employees’ Retirement Association

In accordance with the Investment Objectives and Policy Statement, the following compliance
worksheet will be completed by each of SamCERA's investment managers on a semi-annual
basis. These statements must be e-mailed to SamCERA's office (Investments@samcera.org) by
Thursday, January 31, 2013.

General Compliance Issues

1.

Has the firm acted as a fiduciary and invested its assets for the sole benefit of SamCERA?
(Section 19.4(a)) Yes/No: ___ If no, please explain. YES

Are SamCERA's market benchmarks in the respective asset class areas acceptable to the
firm? (Section 6.3) Yes/No: __ If no, please explain. YES, the Russell 2000 Value
remains the appropriate benchmark for the strategy of this portfolio.

Has the firm’s insurance coverage been sustained? (Section 19.4(c)) Yes/No: ___ If no,
please explain. YES Please see the attached insurance matrix.

Does the firm consider any of SamCERA's investment objectives unreasonable? (Section 6.0)
Yes/No: ___ If yes, please explain. NO

Have there been any significant portfolio developments, major changes in firm ownership,
organizational structure and personnel? (Section 19.4(j)) Yes/No: ___ If yes, please explain.
NO there have not been any significant changes.

Have there been any changes in the firm’s investment approach? (Section 19.4(e)) Yes/No:
____Ifyes, please explain._NO

Do SamCERA's guidelines require your firm to manage the portfolio significantly differently
than other similar portfolios? (Section 9.1) Yes/No: ____If yes, please explain. NO

Have there have been any industry or regulatory disciplinary actions taken against the firm?
(Section 19.4(a)) Yes/No: __ If yes, please explain. NO

Have proxy ballots been voted in accordance with the best economic interest of SamCERA
and in a manner consistent with the Board’s proxy policies? (Section 22.0) Yes/No: ___If
no, please explain. YES

Derivative Investments

1.

If the firm entered into a non-exchange traded derivative, was the general nature and
associated risks of the counter-party fully evaluated? (Appendix C(5)) Yes/No: ___ If no,
please explain. NA there were no derivatives in this portfolio.




For non-exchange traded derivative transactions, were the counter-parties broker/dealers?
(Appendix C(5)) Yes/No: ___ If yes: Do the counter-parties have investment grade debt?
Yes/No: __ Are the counter-parties registered with the SEC and do they have net capital to
protect against potential adverse market circumstances? Yes/No: __ If no, please explain.
NA there were no derivatives in this portfolio

For non-exchange traded derivative transactions, were the counter-parties financial
institutions (banks)? (Appendix C(5)) Yes/No: __ If yes: Do the counter-parties have
investment grade debt? Yes/No: Do the counter-parties have total assets in excess of $1
billion, and significant net capital to protect against potential adverse market circumstances?
Yes/No: ___ If no, please explain. NA there were no derivatives in this portfolio

Is individual counter-party exposure well diversified? (Appendix C(5)) Yes/No: ___ If no,
please explain. What is the largest exposure to a single counter-party within the portfolio?
Have there been any changes to the investment manager’s list of approved counter-parties
over the past month? NA there were no derivatives in this portfolio

. Are the investment purposes for a derivative investment consistent with the four purposes
stated in SamCERA's policies? (Appendix C(6)) Yes/No: __ If no, please explain. Has the
firm developed any new purposes for derivative investments? Yes/No: _ If yes, please
explain. NA there were no derivatives in this portfolio

List all limited allocation derivative investments individually and the percentage of the
portfolio’s assets represented by each investment. (Appendix C(7)) State if the firm has
evaluated the exposure to market value losses that can occur from each of these derivatives.
Yes/No: ___ If no, please explain. State if these derivative investments in total represent
more than 5% of the portfolio’s market value. If more than 5%, please explain. NA there
were no derivatives in this portfolio

State if any restricted derivative investments are held in SamCERA's portfolios. Yes/No:
If any are held, state the percentage of the portfolio’s assets held in such derivatives and why
the firm is not in compliance with the investment policies. (Appendix C(7)) NA there were
no derivatives in this portfolio

For derivative investments with allocation limits, has the firm tested and measured these
investments’ sensitivities to changes in key risk factors? (Appendix C(8)) Yes/No: __ If no,
please explain. NA there were no derivatives in this portfolio

Have all derivative investments been made in a manner consistent with the derivative
investment process specified in the policy statement? (Appendix C(9)) Yes/No: ___ If no,
please explain. NA there were no derivatives in this portfolio




10. Specify the security pricing sources used when developing portfolio market value exposures
for limited allocation derivatives. ((Appendix C(10 b)) NA there were no derivatives in

this portfolio

11. Provide a statement regarding the liquidity of the derivative investments. Provide a general
statement discussing the legal and regulatory risks associated with the portfolio manager's
investments in derivatives. NA there were no derivatives in this portfolio

12. State if the legal and regulatory risk associated with portfolio derivative investments have
changed over the past six months. (Appendix C(10 g)) Yes/No: ___ If yes, please explain.
NA there were no derivatives in this portfolio

Investment Manager Guidelines
1. Are portfolio holdings well-diversified, and made in liquid securities? (Section 5.0) Yes/No:
____Ifno, please explain. YES

2. Has the firm engaged in short selling, use of leverage or margin and/or investments in
commodities? Yes/No: ___ If yes, please explain. NO

Cash & Equivalents

1. Does the firm directly invest in short term fixed income investments? Yes/No: _ NO
If yes, do the investments comply with the policies? (Section 11.0) Yes/No: ___ If no,
please explain. NA

Domestic Equity Portfolios (Large, Mid & Small)

1. Please state the percentage of the portfolio held in each of the following types of securities:
common stock; preferred stock; convertible securities; and, cash & equivalents. (Section
19.4j) At Dec 31, 2012: Equity (common stock) 98.9% and Cash 1.1%

2. What is the firm’s market value allocation to large, mid and small stocks? (Section 19.4 j)
Please specify percentages. The portfolio is invested in a Small Cap strategy. At Dec 31,
2012 the holdings were as follows:

Mkt Cap $1.5B to $5.0 B 70.18%
Mkt Cap<$15B 28.75%
Cash 1.07%

3. Specify the percentage of the portfolio that is invested in American Depository Receipts
(ADR's). (Section 19.4 j) Also, specify the percentage of the portfolio invested in ADR
securities that are 144A securities. If greater than 10%, explain why. NONE



4. What is the largest percentage of the portfolio represented by a single security? (Section 19.4
j) If any securities were above 5% at the time of purchase, please list and explain why. The
largest holding at Dec 31, 2012 is 1.46% of the portfolio. No securities were above 5% at
the time of purchase.

5. Based on NAICS codes, what is the largest percentage of the portfolio represented by a
single industry? (Section 10.3 a). Please specify all industries above 15%.
We do not use NAICS codes. We use GICS for sector and industry. The largest
GICS industry at Dec 31, 2012 was 12.62% in Commercial Banks.

Signed by: Sandra B Ross, Compliance Analyst
Dated: January 22, 2013
Name of Firm The Boston Company Asset Management, LLC




***BAILLIE GIFFORD - INTERNATIONAL GROWTH**

Compliance Certification Statement
San Mateo County
Employees’ Retirement Association

In accordance with the Investment Objectives and Policy Statement, the following compliance
worksheet will be completed by each of SamCERA’s investment managers on a semi-annual
basis. These statements must be e-mailed to SamCERA’s office (Investments(@samcera.org) by
Thursday, January 31, 2013.

General Compliance Issues
1. Has the firm acted as a fiduciary and invested its assets for the sole benefit of SumCERA?
(Section 19.4(a)) Yes/No: Yes. If no, please explain.

2. Are SamCERA's market benchmarks in the respective asset class areas acceptable to the
firm? (Section 6.3) Yes/No: Yes. If no, please explain.

3. Has the firm’s insurance coverage been sustained? (Section 19.4(c)) Yes/No: Yes. If no,
please explain.

4. Does the firm consider any of SumCERA's investment objectives unreasonable? (Section 6.0)
Yes/No: No. If yes, please explain.

5. Have there been any significant portfolio developments, major changes in firm ownership,
organizational structure and personnel? (Section 19.4(j)) Yes/No: No. If yes, please explain.

There have been no changes to firm ownership in the 6 months to December 31* 2012. However on May
1* 2013 there will be three promotions to the Baillie Gifford Partnership. Following these promotions,
and the retirement of Angus McLeod (Director in the Clients Department responsible for clients in Asia
and the Middle East), the total number of Partners will increase to 39 as of May 1%, 2013. The firm is
wholly owned and managed by its Partners, all of whom work full time in the business.

The three new Partners will be Kathrin Hamilton, Spencer Adair and Graham Laybourn. Kathrin is a
Director in our Clients Department responsible for North American clients, Spencer is an Investment
Manager for one of our Global equity strategies, and Graham Laybourn is our Director of Legal &
Regulatory Risk.

6. Have there been any changes in the firm’s investment approach? (Section 19.4(e)) Yes/No:
No If yes, please explain.

7. Do SamCERA's guidelines require your firm to manage the portfolio significantly differently
than other similar portfolios? (Section 9.1) Yes/No: No If yes, please explain.

8. Have there have been any industry or regulatory disciplinary actions taken against the firm?
(Section 19.4(a)) Yes/No: No. If yes, please explain.
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9.

Have proxy ballots been voted in accordance with the best economic interest of SamCERA
and in a manner consistent with the Board’s proxy policies? (Section 22.0) Yes/No: Yes. If
no, please explain.

Derivative Investments

i1

If the firm entered into a non-exchange traded derivative, was the general nature and
associated risks of the counter-party fully evaluated? (Appendix C(5)) Yes/No: N/A If no,
please explain.

For non-exchange traded derivative transactions, were the counter-parties broker/dealers?
(Appendix C(5)) Yes/No: N/A. If yes: Do the counter-parties have investment grade debt?
Yes/No:  Are the counter-parties registered with the SEC and do they have net capital to
protect against potential adverse market circumstances? Yes/No: _ If no, please explain.

For non-exchange traded derivative transactions, were the counter-parties financial
institutions (banks)? (Appendix C(5)) Yes/No: N/A If yes: Do the counter-parties have
investment grade debt? Yes/No: Do the counter-parties have total assets in excess of $1
billion, and significant net capital to protect against potential adverse market circumstances?
Yes/No: ___ Ifno, please explain.

Is individual counter-party exposure well diversified? (Appendix C(5)) Yes/No: N/A If no,
please explain. What is the largest exposure to a single counter-party within the portfolio?
Have there been any changes to the investment manager’s list of approved counter-parties
over the past month?

Are the investment purposes for a derivative investment consistent with the four purposes
stated SamCERA's policies? (Appendix C(6)) Yes/No: N/A If no, please explain. Has the
firm developed any new purposes for derivative investments? Yes/No:  If yes, please
explain.

List all limited allocation derivative investments individually and the percentage of the
portfolio’s assets represented by each investment. (Appendix C(7)) State if the firm has
evaluated the exposure to market value losses that can occur from each of these derivatives.
Yes/No: N/A. If no, please explain. State if these derivative investments in total represent
more than 5% of the portfolio’s market value. If more than 5%, please explain.

The SamCERA international equity portfolio managed by Baillie Gifford does not contain any
derivative instruments.

7.

State if any restricted derivative investments are held in SumCERA's portfolios. Yes/No: No.
If any are held, state the percentage of the portfolio’s assets held in such derivatives and why
the firm is not in compliance with the investment policies. (Appendix C(7))



8. For derivative investments with allocation limits, has the firm tested and measured these
investments’ sensitivities to changes in key risk factors? (Appendix C(8)) Yes/No: N/A If no,
please explain.

9. Have all derivative investments been made in a manner consistent with the derivative
investment process specified in the policy statement? (Appendix C(9)) Yes/No: N/A If no,
please explain.

10. Specify the security pricing sources used when developing portfolio market value exposures
for limited allocation derivatives. ((Appendix C(10 b))

N/A. The SamCERA international equity portfolio managed by Baillie Gifford does not contain
any derivative instruments

11. Provide a statement regarding the liquidity of the derivative investments. Provide a general
statement discussing the legal and regulatory risks associated with the portfolio manager's
investments in derivatives.

N/A. The SamCERA international equity portfolio managed by Baillie Gifford does not
contain any derivative instruments

12. State if the legal and regulatory risk associated with portfolio derivative investments have
changed over the past six months. (Appendix C(10 g)) Yes/No: N/A If yes, please explain.

Investment Manager Guidelines
1. Are portfolio holdings well-diversified, and made in liquid securities? (Section 5.0) Yes/No:
Yes. If no, please explain.

2. Has the firm engaged in short selling, use of leverage or margin and/or investments in
commodities? Yes/No: No. If yes, please explain.

Cash & Equivalents
1. Does the firm directly invest in short term fixed income investments? Yes/No: No. If yes, do
the investments comply with the policies? (Section 11.0) Yes/No: __ If no, please explain.



International Equity Portfolios - Developed
1. Specify the percentage of the portfolio held in each of the following types of securities:
foreign ordinary shares; ADR’s; cash & equivalents (foreign or domestic). (Section 19.4 j)

Foreign ordinary shares 90.0%
Domestic ordinary shares 1.3%
ADR’s 2.9%
GDR’s 3.3%
Cash & equivalents 2.5%

2. Specify the large, mid and small capitalization exposure of the portfolios. (Section 19.4 j)

Large capitalization 51.7%
Mid capitalization 42.5%
Small capitalization 3.3%
Cash & equivalents 2.5%

3. Is the firm monitoring the country, currency, sector and security selection risks associated
with its portfolio? (Section 19.4 j) Yes/No: Yes. If no, please explain.

4. Does the portfolio currently employ a currency hedging strategy? Yes/No: No. Is the firm in
compliance with the Retirement Association’s derivatives investment policy? (Appendix C)
Yes/No: Yes. If no, please explain.

Signed by: Anne-Marie Gillon SLWNLM M

Dated: January 20" 2013
Name of Firm Baillie Gifford



***MONDRIAN - INTERNATIONAL VALUE***

Compliance Certification Statement
San Mateo County
Employees’ Retirement Association

In accordance with the Investment Objectives and Policy Statement, the following compliance
worksheet will be completed by each of SamCERA's investment managers on a semi-annual
basis. These statements must be e-mailed to SamCERA's office (Investments@samcera.org) by
Thursday, January 31, 2013,

General Compliance Issues

1.

Has the firm acted as a fiduciary and invested its assets for the sole benefit of SamCERA?
(Section 19.4(a)) Yes/No: Y If no, please explain.

Are SamCFERA's market benchmarks in the respective asset class areas acceptable to the
firm? (Section 6.3) Yes/No: _Y__ If no, please explain.

Has the firm’s insurance coverage been sustained? (Section 19.4(¢)) Yes/No: Y__ If no,
please explain,

Does the firm consider any of SamCERA's investment objectives unreasonable? (Section 6.0)
Yes/No: N If yes, please explain.

Have there been any significant portfolio developments, major changes in firm ownership,
organizational structure and personnel? (Section 19.4(j)) Yes/No: N__ If yes, please
explain.

Have there been any changes in the firm’s investment approach? (Section 19.4(e)} Yes/No:
_N___Ifyes, please explain.

Do SamCERA's guidelines require your firm to manage the portfolio significantly differently
than other similar portfolios? (Section 9.1) Yes/No: N___If yes, please explain.

Have there have been any industry or regulatory disciplinary actions taken against the firm?
(Section 19.4(a)) Yes/No: N__ If yes, please explain.

Have proxy ballots been voted in accordance with the best economic interest of Sam(CERA
and in a manner consistent with the Board’s proxy policies? (Section 22.0) Yes/No: Y If
no, please explain.

Derivative Investments

1.

If the firm entered into a non-exchange traded derivative, was the general nature and
associated risks of the counter-party fully evaluated? (Appendix C(5)) Yes/No: Y Ifno,
please explain.
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For non-exchange traded derivative transactions, were the counter-parties broker/dealers?
{Appendix C(5)) Yes/No: _N__ If yes: Do the counter-parties have investment grade debt?
Yes/No: ____ Are the counter-parties registered with the SEC and do they have net capital to
protect against potential adverse market circumstances? Yes/No:  1f no, please explain.

For non-exchange traded derivative transactions, were the counter-parties financial
institutions (banks)? (Appendix C(5)) Yes/No: _Y__ If yes: Do the counter-parties have
investment grade debt? Yes/No: _Y__ Do the counter-parties have total assets in excess of $1
billion, and significant net capital to protect against potential adverse market circumstances?
Yes/No: Y If no, please explain.

[s individual counter-party exposure well diversified? (Appendix C(5)) Yes/No: N__ If no,
please explain. What is the largest exposure to a single counter-party within the portfolio?
Have there been any changes to the investment manager’s list of approved counter-parties
over the past month?

Derivatives exposure is only by way of Forward FX positions, which are currently traded
exclusively with your custodian.

Are the investment purposes for a derivative investment consistent with the four purposes
stated SamCERA's policies? (Appendix C(6)) Yes/No: Y If no, please explain. Has the
firm developed any new purposes for derivative investments? Yes/No: _ If yes, please
explain.

List all limited allocation derivative investments individually and the percentage of the
portfolio’s assets represented by each investment. (Appendix C(7)) State if the firm has
evaluated the exposure to market value losses that can occur from each of these derivatives.
Yes/No: N/A__ If no, please explain. State if these derivative investments in total represent
more than 5% of the portfolio’s market value. If more than 5%, please explain.

State if any restricted derivative investments are held in SamCERA's portfolios. Yes/No:
_N__ Ifany are held, state the percentage of the portfolio’s assets held in such derivatives
and why the firm is not in compliance with the investment policies. (Appendix C(7))

For derivative investments with allocation limits, has the firm tested and measured these
investments’ sensitivities to changes in key risk factors? (Appendix C(8)) Yes/No: N/A___If
no, please explain.

Have all derivative investments been made in a manner consistent with the derivative
investment process specified in the policy statement? (Appendix C(9)) Yes/No: _Y__ If no,
please explain.



10. Specify the security pricing sources used when developing portfolio market value exposures
for limited allocation derivatives. ((Appendix C{10 b))

N/A

11. Provide a statement regarding the liquidity of the derivative investments., Provide a general
statement discussing the legal and regulatory risks associated with the portfolio manager's
investments in derivatives.

Mondrian only uses defensive forward currency contracts in an unleveraged and fully
covered manner for the Fund — There should be no issues with liquidity with these
instruments.

12, State if the legal and regulatory risk associated with portfolio derivative investments have
changed over the past six months. (Appendix C(10 g)) Yes/No: N If yes, please explain.

Investment Manager Guidelines
1. Are portfolio holdings well-diversified, and made in liquid securities? (Section 5.0) Yes/No:
Y __If no, please explain.

2. Has the firm engaged in short selling, use of leverage or margin and/or investments in
commodities? Yes/No: N If'yes, please explain.

Cash & Equivalents

1. Does the firm directly invest in short term fixed income investments? Yes/No: _N__ I yes,
do the investments comply with the policies? (Section 11.0) Yes/No: ___ If no, please
explain.

International Equity Portfolios - Developed

1. Specify the percentage of the portfolio held in each of the following types of securities:
foreign ordinary shares; ADR’s; cash & equivalents (foreign or domestic). (Section 19.4 j)
100%

2. Specify the large, mid and small capitalization exposure of the portfolios. (Section 19.4 j)

All Large Cap

3. Is the firm monitoring the country, currency, sector and security selection risks associated
with its portfolio? (Section 19.4 j) Yes/No: Y If no, please explain.



4. Does the portfolio currently employ a currency hedging strategy? Yes/No: Y Is the firm
in compliance with the Retirement Association’s derivatives investment policy? (Appendix
C) Yes/No: _Y__ If no, please explain.

Name of Fir



**PYRAMIS - INTERNATIONAL SMALL CAP***

Compliance Certification Statement
San Mateo County
Employees’ Retirement Association

In accordance with the Investment Objectives and Policy Statement, the following compliance
worksheet will be completed by each of SamCERA's investment managers on a semi-annual
basis. These statements must be e-mailed to SamCERA's office (Investments@samcera.org) by
Thursday, January 31, 2013.

General Compliance Issues

1.

Has the firm acted as a fiduciary and invested its assets for the sole benefit of
SamCERA? (Section 19.4(a)) Yes

Are SamCERA's market benchmarks in the respective asset class areas acceptable to
the firm? (Section 6.3) Yes

Has the firm’s insurance coverage been sustained? (Section 19.4(c)) Yes

Does the firm consider any of SamCERA's investment objectives unreasonable? (Section
6.0) No

Have there been any significant portfolio developments, major changes in firm
ownership, organizational structure and personnel? (Section 19.4(j)) No

No, however, with respect to personnel, the following organizational changes took place
within Pyramis during the last quarter:

- Effective December 31, 2012, after more than 30 years in the financial services
industry including the past five at Pyramis, Kevin Uebelein has decided to retire from
his role as executive vice president, global head of Solutions Delivery. With Kevin’s
retirement, Chuck McKenzie has moved from the Global Asset Allocation division to
Pyramis, where he will lead all Asset Management’s institutional solutions efforts as
global head of Institutional Solutions.

- Chuck McKenzie, moved from Fidelity Global Asset Allocation to Pyramis to lead
the Global Institutional Solutions team following the retirement of Kevin Uebelein
from his role as EVP, global head of Solutions Delivery. Chuck will report to Mike
Jones and will continue to work closely with Derek Young, president of GAA, to
create the best solutions for clients.

- Vito Arno, senior vice president, Fidelity Risk, became head of Pyramis Risk
Management, replacing Patrick Sheppard, who took on a new role within Fidelity.

- Maureen Fitzgerald joined Pyramis as head of North American Institutional
Distribution in November 2012. In this role, Maureen will be responsible for U.S. and
Canadian sales and global consultant relations. Maureen joined Pyramis from State
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Street Global Advisors (SSgA), where she served as head of the Institutional Client
Group for North America directing the service and expansion of client, prospect and
consultant relationships. As head of North American Distribution for Pyramis,
Maureen ensures that our sales and consultant strategy leverages all of Fidelity's vast
investment capabilities to position us for further growth in corporate, endowment and
foundation, public and Taft-Hartley plan markets.

- Colin Fitzgerald joined Pyramis as head of International Institutional Distribution in
October 2012. Colin joins us from Robeco Group, where he served as Global Head of
Key Accounts and Consultants. As Pyramis’ head of International Institutional
Distribution, Colin is based in London and focuses on expanding our distribution
capabilities in Europe and Asia.

- Michael Barnett assumed the role of head of Canadian Institutional Sales and Service.
He is responsible for building Pyramis’ presence and share in the Canadian
institutional market. Michael has more than 25 years experience in financial services,
most of it in Canada. From 1999 to 2010, when he assumed his most recent role as
head of Institutional Sales for Pyramis, Michael held a number of senior leadership
roles with Fidelity Investments Canada, supporting the retail and institutional
markets.

6. Have there been any changes in the firm’s investment approach? (Section 19.4(e)) No

7. Do SamCERA's guidelines require your firm to manage the portfolio significantly
differently than other similar portfolios? (Section 9.1) Yes/No: No If yes, please explain.

SamCERA is a participant in the Pyramis Select International Small Cap Plus Commingled
Pool, which is governed by the Declaration of Separate Fund. As such, SamCERA does not
have any client-specific guidelines as they are subject to the guidelines of the Pool.

8. Have there have been any industry or regulatory disciplinary actions taken against the
firm? (Section 19.4(a)) Yes/No If yes, please explain.

From time to time, in the normal course of its business, PGATC may receive inquiries
(including subpoenas and voluntary requests for information) from regulatory authorities or
law enforcement, a regulator may conduct an onsite examination, or a regulator may
commence an investigation. The Firm does not make public comment about such inquiries,
examinations or investigations unless and until enforcement proceedings are initiated. To the
extent the Firm’s securities affiliates have been sanctioned, fined, or cited by the Securities
and Exchange Commission (SEC), Financial Industry Regulatory Authority (FINRA), or any
other regulatory body, any such sanction, fine or citation has been disclosed in its affiliates'
Forms BD and/or Forms ADV in accordance with the requirements of such forms.

We also note that the FDIC issued a civil money penalty of $1,564.08 against the Firm in
connection with an allegation that the Firm failed to ensure that authorized withdrawal limits
on the Firm's designated account as of June 30, 2009 were appropriately set to take into



account the Firm's increased deposit insurance assessment for the quarter ending March 31,
2009.

Have proxy ballots been voted in accordance with the best economic interest of
SamCERA and in a manner consistent with the Board’s proxy policies? (Section 22.0)
Yes/No: Yes. All proxies have been answered in a manner consistent with the Pyramis proxy
voting guidelines.

Derivative Investments

The portfolio did not hold any derivatives for the six month period ending 12/31/2012; this
section is not applicable.

1.

If the firm entered into a non-exchange traded derivative, was the general nature and
associated risks of the counter-party fully evaluated? (Appendix C(5)) Yes/No: __ If
no, please explain. N/A

For non-exchange traded derivative transactions, were the counter-parties
broker/dealers? (Appendix C(5)) Yes/No: N/A If yes: Do the counter-parties have
investment grade debt? Yes/No: N/A Are the counter-parties registered with the SEC
and do they have net capital to protect against potential adverse market circumstances?
Yes/No: N/A If no, please explain.

For non-exchange traded derivative transactions, were the counter-parties financial
institutions (banks)? (Appendix C(5)) Yes/No: N/A If yes: Do the counter-parties have
investment grade debt? Yes/No: N/A Do the counter-parties have total assets in excess
of $1 billion, and significant net capital to protect against potential adverse market
circumstances? Yes/No: N/A If no, please explain.

Is individual counter-party exposure well diversified? (Appendix C(5)) Yes/No: N/A If
no, please explain. What is the largest exposure to a single counter-party within the
portfolio? Have there been any changes to the investment manager’s list of approved
counter-parties over the past month? N/A

Are the investment purposes for a derivative investment consistent with the four
purposes stated SamCERA's policies? (Appendix C(6)) Yes/No: N/A If no, please explain.
Has the firm developed any new purposes for derivative investments? Yes/No: N/A If
yes, please explain.

List all limited allocation derivative investments individually and the percentage of the
portfolio’s assets represented by each investment. (Appendix C(7)) State if the firm has
evaluated the exposure to market value losses that can occur from each of these
derivatives. Yes/No: N/A 1If no, please explain. State if these derivative investments in



10.

11.

12.

total represent more than 5% of the portfolio’s market value. If more than 5%, please
explain. N/A

State if any restricted derivative investments are held in SamCERA's portfolios. Yes/No:
N/A If any are held, state the percentage of the portfolio’s assets held in such
derivatives and why the firm is not in compliance with the investment policies.
(Appendix C(7)) N/A

For derivative investments with allocation limits, has the firm tested and measured
these investments’ sensitivities to changes in key risk factors? (Appendix C(8)) Yes/No:
N/A If no, please explain.

Have all derivative investments been made in a manner consistent with the derivative
investment process specified in the policy statement? (Appendix C(9)) Yes/No: N/A If no,
please explain.

Specify the security pricing sources used when developing portfolio market value
exposures for limited allocation derivatives. ((Appendix C(10 b)) N/A

Provide a statement regarding the liquidity of the derivative investments. Provide a
general statement discussing the legal and regulatory risks associated with the portfolio
manager's investments in derivatives. N/A

State if the legal and regulatory risk associated with portfolio derivative investments
have changed over the past six months. (Appendix C(10 g)) Yes/No: N/A If yes, please
explain.

Investment Manager Guidelines

1.

Are portfolio holdings well-diversified, and made in liquid securities? (Section 5.0)
Yes/No: Yes If no, please explain.

Has the firm engaged in short selling, use of leverage or margin and/or investments in
commodities? Yes/No: No N/A If yes, please explain.

Cash & Equivalents

1.

Does the firm directly invest in short term fixed income investments? Yes/No: No
If yes, do the investments comply with the policies? (Section 11.0) Yes/No: N/A If no,
please explain.

The portfolio did not hold any short term instruments for the six month period ending
12/31/2012



International Equity Portfolios - Developed
1. Specify the percentage of the portfolio held in each of the following types of securities:
foreign ordinary shares; ADR’s; cash & equivalents (foreign or domestic). (Section 19.4

)

The Select International Small Cap Plus portfolio’s asset allocation as of December 31, 2012
is provided in the table below.

Weight (%0)
Equity 98.97
ADRs 0.00
Cash 1.03

2. Specify the large, mid and small capitalization exposure of the portfolios. (Section 19.4
)
The Select International Small Cap Plus portfolio’s market capitalization allocation as of

December 31, 2012 is provided in the table below. Please note the data provided excludes
cash.

Weight (%)
5bto 10b 4.82
2bto 5b 39.39
1b to 2b 33.35
0.5b to 1b 16.28
0.2b to 0.5b 4.67
Below 0.2b 0.06
N/A 0.39

3. Is the firm monitoring the country, currency, sector and security selection risks
associated with its portfolio? (Section 19.4 j) Yes/No: If no, please explain.

4. Does the portfolio currently employ a currency hedging strategy? Yes/No: No Is the
firm in compliance with the Retirement Association’s derivatives investment policy?
(Appendix C) Yes/No: ___ If no, please explain. Not applicable; the portfolio did not hold
any derivatives during the six month period ending 12/31/2012.

A

Mark Botelho, Sr. Account Executive
Dated: 1/31/13
Name of Firm: Pyramis Global Advisors Trust Company

Signed by:




Eaton Vance Parametrics

Compliance Certification Statement
San Mateo County
Employees’ Retirement Association

In accordance with the Investment Objectives and Policy Statement, the following compliance
worksheet will be completed by each of SamCERA's investment managers on a semi-annual
basis. These statements must be e-mailed to SamCERA's office (Investments@samcera.org) by
Wednesday, February 6™.

General Compliance Issues

1.

Has the firm acted as a fiduciary and invested its assets for the sole benefit of SamCERA?
(Section 19.4(a)) Yes/No: _No__ If no, please explain.

Eaton Vance Trust Company (“EVTC”) confirmsthat it is a bank, as defined in the
Investment Advisers Act of 1940, and acknowledges that it is an “Investment Manager” and
fiduciary with respect to the assets in the Account, which EVTC has been given authority to
manage.

Are SamCERA's market benchmarks in the respective asset class areas acceptable to the
firm? (Section 6.3) Yes/No: _No___If no, please explain.

An appropriate benchmark for the Emerging Markets portfolio is the MSCI Emerging
Markets (net of dividend withholding taxes) Total Return Index.

Has the firm’s insurance coverage been sustained? (Section 19.4(c)) Yes/No: _Yes _If no,
please explain.

Does the firm consider any of SamCERA's investment objectives unreasonable? (Section 6.0)
Yes/No: _No__ If yes, please explain.

Have there been any significant portfolio developments, major changes in firm ownership,
organizationa structure and personnel? (Section 19.4(j)) Yes/No: _Yes If yes, please
explain.

Please see attached Exhibit A.

Have there been any changes in the firm’'s investment approach? (Section 19.4(e)) Yes/No:
_No__ If yes, please explain.

Do SamCERA's guidelines require your firm to manage the portfolio significantly differently
than other similar portfolios? (Section 9.1) Yes/No: _No___If yes, please explain.

Have there have been any industry or regulatory disciplinary actions taken against the firm?
(Section 19.4(a)) Yes/No: _N/A_If yes, please explain.
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0.

Thisinformation is not provided without a non-disclosure agreement.

Have proxy ballots been voted in accordance with the best economic interest of SamCERA
and in amanner consistent with the Board' s proxy policies? (Section 22.0) Yes/No: _Yes
If no, please explain.

Derivative Investments

1.

If the firm entered into a non-exchange traded derivative, was the general nature and
associated risks of the counter-party fully evaluated? (Appendix C(5)) YesNo: _Yes If
no, please explain.

For non-exchange traded derivative transactions, were the counter-parties broker/dealers?
(Appendix C(5)) Yes/No: _Yes _If yes: Do the counter-parties have investment grade debt?
Yes/No: _Yes _ Arethe counter-parties registered with the SEC and do they have net capital
to protect against potential adverse market circumstances? Yes/No: _Yes  If no, please
explain.

For non-exchange traded derivative transactions, were the counter-parties financia
institutions (banks)? (Appendix C(5)) Yes/No: _Yes _If yes: Do the counter-parties have
investment grade debt? Yes/No: _Yes Do the counter-parties have total assets in excess of
$1 billion, and significant net capital to protect against potential adverse market
circumstances? Yes/No: _Yes _ If no, please explain.

Is individual counter-party exposure well diversified? (Appendix C(5)) Yes/No: _Yes If
no, please explain. What is the largest exposure to a single counter-party within the portfolio?

The largest exposure to a single counter-party in the portfolio is 0.91% of the total assets.

Have there been any changes to the investment manager’s list of approved counter-parties
over the past month? No

Are the investment purposes for a derivative investment consistent with the four purposes
stated in SamCERA's policies? (Appendix C(6)) Yes/No: _Yes If no, please explain. Has
the firm developed any new purposes for derivative investments? Yes/No: _No__ If yes,
please explain.

List all limited alocation derivative investments individually and the percentage of the
portfolio’'s assets represented by each investment. (Appendix C(7)) State if the firm has
evaluated the exposure to market value losses that can occur from each of these derivatives.
Yes/No: _N/A (none)__ If no, please explain. State if these derivative investments in total
represent more than 5% of the portfolio’s market value. 1f more than 5%, please explain.



10.

11.

12.

State if any restricted derivative investments are held in SamCERA's portfolios. Yes/No:
_No__ If any are held, state the percentage of the portfolio’s assets held in such derivatives
and why the firm is not in compliance with the investment policies. (Appendix C(7))

For derivative investments with alocation limits, has the firm tested and measured these
investments' sensitivitiesto changesin key risk factors? (Appendix C(8)) Yes/No: _N/A__If
no, please explain.

Have dl derivative investments been made in a manner consistent with the derivative
investment process specified in the policy statement? (Appendix C(9)) Yes/No: _Yes If
no, please explain.

Specify the security pricing sources used when developing portfolio market value exposures
for limited allocation derivatives. ((Appendix C(10 b)) N/A

Provide a statement regarding the liquidity of the derivative investments. Provide a genera
statement discussing the legal and regulatory risks associated with the portfolio manager's
investmentsin derivatives.

The portfolio’s use of derivatives is limited to equity-substitution securities (also known as
participation notes, or “p-notes’) for the purpose of gaining underlying equity exposures only
where the portfolio is unable to invest directly in the local market. The liquidity of these
instruments is directly correlated to the liquidity of the underlying security, as the
derivative' s pricing and return characteristics are driven by the transactions on the underlying
stock.

As the equity-substitution securities (p-notes) are used as a replacement for the purchasing of
local shares, and not to hedge or gain leveraged positions in the accounts, no additional
material legal or regulatory risks are incurred beyond the normal course of portfolio
management for this asset class.

State if the legal and regulatory risk associated with portfolio derivative investments have
changed over the past six months. (Appendix C(10 g)) Yes/No: _No__ If yes, please explain.

Investment Manager Guidelines

1.

2.

Are portfolio holdings well-diversified, and made in liquid securities? (Section 5.0) Y es/No:
_Yes__If no, please explain.

Has the firm engaged in short selling, use of leverage or margin and/or investments in
commodities? Yes/No: _No__ If yes, please explain.



Cash & Equivaents

1. Does the firm directly invest in short term fixed income investments? Yes/No: _Yes*  If
yes, do the investments comply with the policies? (Section 11.0) Yes/No: ___ If no, please
explain.

*The firm invests directly in short term fixed income investments, however the Fund does not.

International Equity Portfolios - Emerging

1. Specify the percentage of the portfolio held in each of the following types of securities:
foreign ordinary shares; ADR'’s; cash & equivalents (foreign or domestic). (Section 19.4 )

As of 12/31/12 the Fund was comprised of the following:

CASH & CASH EQUIVALENTS 0.61%
FIXED INCOME SECURITIES  0.24%

PREFERRED SECURITIES 3.70%
EQUITY 88.91%
ADR 6.54%

2. Specify the large, mid and small capitalization exposure of the portfolios. (Section 19.4 )

Market capitalization of the Fund as of 12/31/12 was as follows:

Market Cap Weight
> 50000.0 10.72
15000.0 - 50000.0 2291
10000.0 - 15000.0 12.99
7500.0 - 10000.0 7.84
7000.0 - 7500.0 2.72
5000.0 - 7000.0 7.68
2000.0 - 5000.0 18.53
1500.0 - 2000.0 3.70
1000.0 - 1500.0 4.98
750.0 - 1000.0 2.29
500.0 - 750.0 2.07
400.0 - 500.0 0.96

0.0-400.0 2.62



3. Specify the allocation to frontier markets and to non-benchmark holdings in the portfolio (list
both by country).

As of 12/31/12, the Fund’s allocation to frontier markets was approximately 15%.
Approximately 37% of portfolio holdings were not held by the benchmark. Full details are
included in the attached Exhibits B and C.

4. Is the firm monitoring the country, currency, sector and security selection risks associated
with its portfolio? (Section 19.4 j) Yes/No: Yes If no, please explain.

Does the portfolio currently employ a currency hedging strategy? Yes/No: No.
5. Is the firm in compliance with the Retirement Association’s derivatives investment policy?
(Appendix C) Yes/No: If no, please explain.

Not applicable.

Signp/d/by:

el

Dated: 2/13/13
Name of Firm : Eaton Vance



EatonVance

Investment Managers

February 5, 2013

Ms. Lilibeth Dames

Investment Analyst

San Mateo County Employees' Retirement Association
100 Marine Parkway, Suite 125

Redwood Shores, CA 94065

Re: Eaton Vance Trust Company Collective Investment Trust for Employee
Benefits Plans - Eaton Vance Trust Company/Parametric Structure Emerging
Markets Equity Fund

Dear Ms. Dames,

This letter confirms that as of December 31, 2012, the Eaton Vance Trust Company
Collective Investment Trust for Employee Benefits Plans - Eaton Vance Trust
Company/Parametric Structured Emerging Markets Equity Fund (“Fund”) is in
compliance with the Investment Objective, Policies and Restrictions set forth in the
Fund’s offering memorandum. Should you have any questions, please do not hesitate
to contact us.

Sincerely,

L) A B

W. Grant Howes
Assistant Vice President, Compliance

Discover Enduring Values



Compliance Certification Statement
San Mateo County.
Employees’ Retirement Association

In accordance with the Investment Objectives and Policy Statement, the following compliance
worksheet will be completed by each of SamCERA's investment managers on a semi-annual
basis. These statements must be e-mailed to SamCERA's office (Investments@samcera.org) by
Thursday, January 31, 2013.

General Compliance Issues
1. Has the firm acted as a fiduciary and invested its assets for the sole benefit of SamCERA?
(Section 19.4(a)) Yes/No: _N/A__If no, please explain.

SamCERA is a limited partrier in AG GECC Public-Private Investment Fund, L.P, and AG
Securitized Asset Recovery Fund, L.P. The assets in the limited partership are invested for many
limited parterns. Angelo, Gordon is not GIPS compliant.

2. Are SamCERA's market benchmarks in the respective asset class areas acceptable to the
firm? (Section 6.3) Yes/No: N/A__ If no, please explain.

AG GECC Public Private Investment Fund and AG Securitized Asset Recovery Fund, L.P. are
absolute return funds. They are not managed to a benchmark.

3. Has the firm’s insurance covérage been sustained? (Section 19.4(c)) Yes/No: _Yes_ If no,
please explain.

4, Does the firm consider any of SamCERA's investment objectives unteasonable? (Section 6.0)
Yes/No: N/A__ If yes, please explain.

The limited partnerships each have their own investment objective.

5. Have there been any significant portfolio developments, major changes in firm ownership,
organizational structure and personnel? (Section 19.4(j)) Yes/No: _No__ If yes, please
explain,

The investment period of AG GECC Public Private Investment Fund has ended and the fund is
now in liquidation mode.

6. Have there been any changes in the firm’s investment approach? (Section 19.4(¢)) Yes/No:
_No__Ifyes, please explain.

7. Do SamCERA's guidelines require your firm to manage the portfolio significantly differently
than other similar portfolios? (Section 9.1) Yes/No: N/A___If yes, please explain, '



SamCERA is invested in limited partnerships.

8.

Have there have been any industry or regulatory disciplinary actions taken against the firm?
(Section 19.4(a)) Yes/No: _No__ Ifyes, please explain.

Have proxy ballots been voted in accordance with the best economic interest of SamCERA
and in a manner consistent with the Board’s proxy policies? (Section 22.0) Yes/No: N/A
If no, please explain.

Proxy ballots are voted in accordance with Angelo Gordon’s proxy voting policy.

Derivative Investments

1.

If the firm entered into a non-exchange traded derivative, was the general nature and
associated risks of the counter-party fully evaluated? (Appendix C(5)) Yes/No: _Yes If
no, please explain.

For non-exchange traded derivative transactions, wete the counter-parties broker/dealers?
(Appendix C(5)) Yes/No: _Yes__If yes: Do the counter-parties have investment grade debt?
Yes/No: _Yes__ Are the counter-parties registered with the SEC and do they have net capital
to protect against potential adverse market circumstances? Yes/No: _Yes__ If no, please
explain.

We may not be trading directly with the broket/dealer,

3.

For non-exchange traded derivative transactions, were the counter-parties financial
institutions (banks)? (Appendix C(5)) Yes/No: _Yes__ If yes: Do the counter-parties have
investment grade debt? Yes/No: _Yes Do the counter-parties have total assets in excess of
$1 billion, and significant net capital to protect against potential adverse market
circumstances? Yes/No: _Yes__ If no, please explain. -

Is individual counter-party exposure well diversified? (Appendix C(5)) Yes/No: _Yes_ If
no, please explain. What is the largest exposure to a single counter-party within the portfolio?
Have there been any changes to the investment manager’s list of approved counter-parties
over the past month?

Are the investment purposes for a derivative investment consistent with the four purposes
stated SamCERA's policies? (Appendix C(6)) Yes/No: _Yes__ If no, please explain. Has the
firm developed any new purposes for derivative investments? Yes/No: ____ If yes, please
explain,

Yes, to the best of our understanding of the policy.

6.

List all limited allocation derivative investments individually and the percentage of the
portfolio’s assets represented by each investment. (Appendix C(7)) State if the firm has
evaluated the exposure to market value losses that can occur from each of these derivatives,



Yes/No: ___ If no, please explain. State if these derivative investments in total represent
more than 5% of the portfolio’s market value. If more than 5%, please explain.

To the best of our understanding of the policy, no hmlted allocation derivative positions are held
in the portfolios.

7. State if any restricted derivative investments are held in SamCERA's portfolios. Yes/No:
_No.__ If any are held, state the percentage of the porifolio’s assets held in such derivatives
and why the firm is not in compliance with the investment policies. (Appendix C(7))

To the best of our underst'mdmg of the policy, no limited allocation denvatwe positions are held
in the portfolios.

8. For derivative investments with allocation limits, has the firm tested and measured these
investments® sensitivities to changes in key risk factors? (Appendix C(8)) Yes/No: _N/A_If
no, please explain.

To the best of our understanding of the policy, no limited allocation derivative positions are held
in the portfolios.

9. Have all derivative investments been made in a manner consistent with the derivative
investment process specified in the policy statement? (Appendix C(9)) Yes/No: _Yes If
no, please explain.

Yes, to the best of our understanding of the policy.

10. Specify the security pricing Sources used when developing portfolio market value exposures
for limited allocation derivatives, ((Appendix C(10 b))

To the best of our understanding of the policy, no hnuted alloca‘uon derivative positions are held
in the portfolios.

11. Provide a statement regarding the liquidity of the derivative investments. Provide a general
statement discussing the legal and regulatory risks associated with the portfolio manager's
investments in derivatives.

The funds invest in interest rate swaps which are generally very liquid.

12. State if the legal and regulatory risk associated with portfolio derivative investments have
changed over the past six months. (Appendix C(10 g)) Yes/No: No___If yes, please explain,

There have been new regulations that impact the use of derivatives but we do not believe there
has been a material change to legal and regulatory risk.



Investment Manager Guidelines

1. Are portfolio holdings well-diversified, and made in liquid securities? (Sectlon 5.0) Yes/N o:
Yes If no, please explain,

We believe it is well diversifieid within the mandate of the fund,.

2. Has the firm engaged in short selling, use of leverage or margin and/or investments in
commodities? Yes/No: _Yes  If yes, please explain.

AG GECC Public Private Investment Fund: US Treasury provided 1:1 long-term, non-recourse
leverage. The funds invest in interest rate swaps.

Cash & Equivalents

1. Does the firm directly invest in short term fixed income investments? Yes/No: _Yes__ If yes,
“do the investments comply with the policies? (Section 11.0) Yes/No: _Yes__ If no, please
explain,

To the best of our our understandng of the policy, the short term investments comply.

Domestic Fixed Income Portfolios

1. State the percentage of the portfolio held in each of the following types of securities:
certificates of deposit; commercial paper; other high grade short-term securities; U. S.
Government and Agency securities; corporate bonds; mortgage- and asset-backed securities;
and, Yankee bond securities. (Section 11.3)

53.71% Non-Agency RMBS Holdings / 33.16% CMBS Holdings

2. Is the firm monitoring its active investment management decisions relative to the Retirement
Association’s investment benchmark? (Section 6.3) Yes/No: _No__If no, please explain,

AG GECC Pubhc Private Investment Fund and AG Securitized Asset Recovery Fund, L.P are
absolute return funds and are not managed to a benchmark.,

3. Does the firm conduct horizon analysis testing? (Section 19.4 j) Yes/No: N/A__ If no,
please explain. '

4, Are derivative investments in compliance with SamCERA's investment policies? (Appendix
C) Yes/No: _Yes__Ifno, please explain.

Yes, the best of our our understandng of the policy.

5. Are any holdings below investment grade? (Section 11.3(b)) If yes, why are they held in the
portfolio?



The mandate of the AG GECC Public Private Investment Fund is to invest in non-Agency
residential mortgage-backed securities and commercial mortgage backed securities originated
before January 1, 2009 and that were originally rated- AAA. The strategy targets investments that
are fundamentally undervalued at current market prices and offer compelling value relative to
intrinsic value. Valuation is driven by stressed cash flows, structure and fundamentals of the
underlying assets.

6. Excluding U. S. Government and Agency bond boldings, did any individual bond issue
represent more than 5% of the market value of the portfolio? Yes/No: _No.__ (Section
11.3(b)) Please specify. At the time of purchase, was there any single industry, based on
NAICS codes, which represented more than 15% of the market value of the account. Please
specify, N/A '

7. What percentage of the portfolio is held in Rule 144A securities? (Section 11.3(c))
None.

D Forest Wolfe
General Counsel

Dated:  Febrvary 13,2013

Firm: Angelo, Gordon & Co.



**BRIGADE - CREDIT OPPORTUNITY>***

Compliance Certification Statement
San Mateo County
Employees’ Retirement Association

In accordance with the Investment Objectives and Policy Statement, the following compliance
worksheet will be completed by each of SamCERA's investment managers on a semi-annual
basis. These statements must be e-mailed to SamCERA's office (Investments@samcera.org) by
Thursday, January 31, 2013.

Investment Manager: Brigade Capital Management, LLC

Portfolio/Fund: Brigade Credit Fund II LP, a commingled private investment fund

General Compliance Issues

1.

Has the firm acted as a fiduciary and invested its assets for the sole benefit of SamCERA?
(Section 19.4(a)) Yes/No: Y* If no, please explain.
* The firm, as a fiduciary, acts in the best interests of its advisory clients and fund investors.

Are SamCERA's market benchmarks in the respective asset class areas acceptable to the
firm? (Section 6.3) Yes/No: _Y* Ifno, please explain.

* There is no guarantee that the portfolio’s investment objective will be achieved or that the
portfolio will not suffer losses.

Has the firm’s insurance coverage been sustained? (Section 19.4(c)) Yes/No: Y If no,
please explain.

Does the firm consider any of SamCERA's investment objectives unreasonable? (Section 6.0)
Yes/No: N* If yes, please explain.

* There is no guarantee that the portfolio’s investment objective will be achieved or that the
portfolio will not suffer losses.

Have there been any significant portfolio developments, major changes in firm ownership,
organizational structure and personnel? (Section 19.4(j)) Yes/No: N _If yes, please explain.

Have there been any changes in the firm’s investment approach? (Section 19.4(e)) Yes/No:
N Ifyes, please explain.

Do SamCERA's guidelines require your firm to manage the portfolio significantly differently
than other similar portfolios? (Section 9.1) Yes/No: N _If yes, please explain.

Have there have been any industry or regulatory disciplinary actions taken against the firm?
(Section 19.4(a)) Yes/No: N If yes, please explain.
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9. Have proxy ballots been voted in accordance with the best economic interest of SamCERA

and in a manner consistent with the Board’s proxy policies? (Section 22.0) Yes/No: Y* If
no, please explain.
* The firm votes any proxies in accordance with its proxy voting policies and procedures.

Derivative Investments

1.

If the firm entered into a non-exchange traded derivative, was the general nature and
associated risks of the counter-party fully evaluated? (Appendix C(5)) Yes/No: Y If no,
please explain.

For non-exchange traded derivative transactions, were the counter-parties broker/dealers?
(Appendix C(5)) Yes/No: Y If yes: Do the counter-parties have investment grade debt?
Yes/No: _Y Are the counter-parties registered with the SEC and do they have net capital to
protect against potential adverse market circumstances? Yes/No: _Y If no, please explain.

For non-exchange traded derivative transactions, were the counter-parties financial
institutions (banks)? (Appendix C(5)) Yes/No: Y If yes: Do the counter-parties have
investment grade debt? Yes/No: Y Do the counter-parties have total assets in excess of $1
billion, and significant net capital to protect against potential adverse market circumstances?
Yes/No: Y If no, please explain.

Is individual counter-party exposure well diversified? (Appendix C(5)) Yes/No: Y If no,
please explain. What is the largest exposure to a single counter-party within the portfolio?
Have there been any changes to the investment manager’s list of approved counter-parties
over the past month?

As of December 31, 2012, the portfolio had 78% exposure to Goldman Sachs, which acts as
the portfolio’s primary custodian. During the past month, the firm did not enter into any new
prime brokerage or ISDA relationship on behalf of the portfolio. However, please note that
executing brokers are added and/or removed on an on-going basis.

Are the investment purposes for a derivative investment consistent with the four purposes
stated SamCERA's policies? (Appendix C(6)) Yes/No: Y If no, please explain. Has the
firm developed any new purposes for derivative investments? Yes/No: N If yes, please
explain.

List all limited allocation derivative investments individually and the percentage of the
portfolio’s assets represented by each investment. (Appendix C(7)) State if the firm has
evaluated the exposure to market value losses that can occur from each of these derivatives.
Yes/No: ___If no, please explain. State if these derivative investments in total represent more
than 5% of the portfolio’s market value. If more than 5%, please explain.

Not applicable as the portfolio did not hold any limited allocation derivative investments as
of December 31, 2012.



7.

10.

11.

State if any restricted derivative investments are held in SamCERA's portfolios. Yes/No: N
If any are held, state the percentage of the portfolio’s assets held in such derivatives and why
the firm is not in compliance with the investment policies. (Appendix C(7))

For derivative investments with allocation limits, has the firm tested and measured these
investments’ sensitivities to changes in key risk factors? (Appendix C(8)) Yes/No: Y* Ifno,
please explain.

* The firm assesses risk across all investment products and portfolios on an on-going basis
with the assistance of its Risk Committee.

Have all derivative investments been made in a manner consistent with the derivative
investment process specified in the policy statement? (Appendix C(9)) Yes/No: Y If no,
please explain.

Specify the security pricing sources used when developing portfolio market value exposures
for limited allocation derivatives. ((Appendix C(10 b))

Not applicable as the portfolio did not hold any limited allocation derivative investments as
of December 31, 2012. However, if the portfolio were to hold such positions, listed options
are generally priced using market quotations from the following third party sources:

- Listed equity options: Bloomberg bid price (primary method); Bloomberg last trade
(secondary method); broker quotes (tertiary method)

- Listed commodity options: Bloomberg last trade (primary method); broker quotes
(secondary method); fair value model (tertiary method)

Provide a statement regarding the liquidity of the derivative investments. Provide a general
statement discussing the legal and regulatory risks associated with the portfolio manager's
investments in derivatives.

Swaps, and certain options and other custom derivative or synthetic instruments are subject
to the risk of nonperformance by the counterparty to such instrument, including risks relating
to the financial soundness and creditworthiness of the counterparty. Credit derivatives are
contracts that transfer price, spread and/or default risks of debt and other instruments from
one party to another. The market for credit derivatives is somewhat illiquid and there are
considerable risks that it may be difficult to either buy or sell the contracts as needed or at
reasonable prices. Sellers of credit derivatives carry the inherent price, spread and default
risks of the debt instruments covered by the derivative instruments. Buyers of credit
derivatives carry the risk of non-performance by the seller due to inability to pay.

Payments under many credit derivatives are triggered by credit events such as bankruptcy,
default, restructuring, failure to pay, cross default or acceleration, etc. There are risks with
respect to credit derivatives in determining whether an event will trigger payment under the
derivative and whether such payment will offset the loss or payment due under another
instrument. In the past, buyers and sellers of credit derivatives have found that a trigger
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event in one contract may not match the trigger event in another contract, exposing the buyer
or the seller to further risk.

In addition, the Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-
Frank Act”) includes provisions that require increased regulation of derivatives markets. The
Dodd-Frank Act has introduced mandatory execution and clearing of certain swaps, as well
as new recordkeeping and reporting requirements. This increased regulation may increase
the costs of entering into certain transactions. As key provisions of the Dodd-Frank Act
require rulemaking by the SEC and the U.S. Commodity Futures Trading Commission, not
all of which has been finalized as yet, portfolio shareholders should expect future changes in
the regulatory environment for derivatives.

State if the legal and regulatory risk associated with portfolio derivative investments have
changed over the past six months. (Appendix C(10 g)) Yes/No: N _If yes, please explain.

Investment Manager Guidelines

1.

Are portfolio holdings well-diversified, and made in liquid securities? (Section 5.0) Yes/No:
Y* If no, please explain.

* The portfolio’s construction is consistent with the investment guidelines as set forth in the
portfolio’s offering documents.

Has the firm engaged in short selling, use of leverage or margin and/or investments in
commodities? Yes/No: Y* If yes, please explain.

* While the portfolio generally operates un-levered in the traditional sense, the portfolio’s
guidelines permit a limited amount of leverage depending on market conditions. The
portfolio’s assets are invested, and are allowed to be invested by its guidelines, in
commodities. In addition, although not part of its primary investment strategy, the portfolio
may from time to time engage in short selling consistent with its guidelines.

Cash & Equivalents

1.

Does the firm directly invest in short term fixed income investments? Yes/No: Y If yes, do
the investments comply with the policies? (Section 11.0) Yes/No:_Y If no, please explain.

Domestic Fixed Income Portfolios

1.

State the percentage of the portfolio held in each of the following types of securities:
certificates of deposit; commercial paper; other high grade short-term securities; U. S.
Government and Agency securities; corporate bonds; mortgage- and asset-backed securities;
and, Yankee bond securities. (Section 11.3)

US Government securities: ~9%
Corporate bonds: ~65%
Asset-backed securities: ~1%



Is the firm monitoring its active investment management decisions relative to the Retirement
Association’s investment benchmark? (Section 6.3) Yes/No: Y* If no, please explain.

* The firm evaluates and monitors its investment decisions for the portfolio on an on-going
basis and in accordance with the portfolio’s offering documents.

Does the firm conduct horizon analysis testing? (Section 19.4 j) Yes/No: Y* If no, please
explain.

* The firm’s analysts may conduct horizon analysis testing as part of the firm’s investment
process, which includes idea generation, research, screeming, relative value analysis,
strategy selection, execution and monitoring.

. Are derivative investments in compliance with SamCERA's investment policies? (Appendix
C) Yes/No: Y If no, please explain,

. Are any holdings below investment grade? (Section 11.3(b)) If yes, why are they held in the
portfolio?

Yes. Positions are held in the portfolio consistent with the portfolio’s investment objectives
and guidelines as set forth in its offering documents.

. Excluding U. S. Government and Agency bond holdings, did any individual bond issue

represent more than 5% of the market value of the portfolio? Yes/No: N_(Section 11.3(b))
Please specify. At the time of purchase, was there any single industry, based on NAICS
codes, which represented more than 15% of the market value of the account. Please specify.
No, there was no such industry.

What percentage of the portfolio is held in Rule 144A securities? (Section 11.3(c))

Approximately 40% of the portfolio is invested in Rule 144A securities.

Z .
. ‘{//, B 2/4/,__;

Signed by:  Adleen Yang, Assistant General Counsel/Deputy Compliance Officer

Dated: January 31, 2013

Name of Firm: Brigade Capital Management, LLC
Name of Portfolio: Brigade Credit Fund II LP



***BROWN BROTHERS HARRIMAN — TIPS***

Compliance Certification Statement
San Mateo County
Employees’ Retirement Association

In accordance with the Investment Objectives and Policy Statement, the following compliance
worksheet will be completed by each of SamCERA's investment managers on a semi-annual
basis. These statements must be e-mailed to SamCERA's office (Investments@samcera.org) by
Thursday, January 31, 2013.

General Compliance Issues

1.

Has the firm acted as a fiduciary and invested its assets for the sole benefit of SamCERA?
(Section 19.4(a)) Yes/No: YES_If no, please explain.

Are SamCERA's market benchmarks in the respective asset class areas acceptable to the
firm? (Section 6.3) Yes/No: YES If no, please explain.

Has the firm’s insurance coverage been sustained? (Section 19.4(c)) Yes/No: YES If no,
please explain.

Does the firm consider any of SamCERA's investment objectives unreasonable? (Section 6.0)
Yes/No: NO__ If yes, please explain.

Have there been any significant portfolio developments, major changes in firm ownership,
organizational structure and personnel? (Section 19.4(j)) Yes/No: NO__ If yes, please explain.

Have there been any changes in the firm’'s investment approach? (Section 19.4(e)) Yes/No:
NO__If yes, please explain.

Do SamCERA's guidelines require your firm to manage the portfolio significantly differently
than other similar portfolios? (Section 9.1) Yes/No: NO__If yes, please explain.

Have there have been any industry or regulatory disciplinary actions taken against the firm?
(Section 19.4(a)) Yes/No: NO_ If yes, please explain.

Have proxy ballots been voted in accordance with the best economic interest of SamCERA
and in amanner consistent with the Board’s proxy policies? (Section 22.0) Yes/No: NO_ If
no, please explain. Not applicable.

Derivative Investments

1.

If the firm entered into a non-exchange traded derivative, was the general nature and
associated risks of the counter-party fully evaluated? (Appendix C(5)) Yes/No: YES If no,
please explain.


mailto:Investments@samcera.org�

***BROWN BROTHERS HARRIMAN — TIPS***

. For non-exchange traded derivative transactions, were the counter-parties broker/dealers?
(Appendix C(5)) Yes/No: YES If yes. Do the counter-parties have investment grade debt?
Yes/No: YES Are the counter-parties registered with the SEC and do they have net capital to
protect against potential adverse market circumstances? Yes/No: YES If no, please explain.

. For non-exchange traded derivative transactions, were the counter-parties financial
ingtitutions (banks)? (Appendix C(5)) Yes/No: YES If yes. Do the counter-parties have
investment grade debt? Y es/No: YES Do the counter-parties have total assets in excess of $1
billion, and significant net capital to protect against potential adverse market circumstances?
Yes/No: YES If no, please explain.

Isindividual counter-party exposure well diversified? (Appendix C(5)) Yes/No: YES If no,
please explain. What is the largest exposure to a single counter-party within the portfolio?
5.8% as of 12/31/12. Have there been any changes to the investment manager’s list of
approved counter-parties over the past month? NO.

. Are the investment purposes for a derivative investment consistent with the four purposes
stated SamCERA's policies? (Appendix C(6)) Yes/No: YES If no, please explain. Has the
firm developed any new purposes for derivative investments? Yes/No: NO_ If yes, please
explain.

. List al limited alocation derivative investments individually and the percentage of the
portfolio’'s assets represented by each investment. (Appendix C(7)) State if the firm has
evaluated the exposure to market value losses that can occur from each of these derivatives.
Yes/No: ___ If no, please explain. State if these derivative investments in total represent
more than 5% of the portfolio’s market value. If more than 5%, please explain.

We have not invested in “limited allocation derivative investments” in the SamCERA
portfolio.

. State if any restricted derivative investments are held in SamCERA's portfolios. Yes/No:
NO__If any are held, state the percentage of the portfolio’s assets held in such derivatives and
why the firm is not in compliance with the investment policies. (Appendix C(7))

. For derivative investments with allocation limits, has the firm tested and measured these

investments' sensitivities to changes in key risk factors? (Appendix C(8)) Yes/No: ___ If no,
please explain.

We have not invested in “limited allocation derivative investments” in the SamCERA
portfolio.

. Have al derivative investments been made in a manner consistent with the derivative

investment process specified in the policy statement? (Appendix C(9)) Yes/No: YES If no,
please explain.
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***BROWN BROTHERS HARRIMAN — TIPS***

Specify the security pricing sources used when developing portfolio market value exposures
for limited allocation derivatives. ((Appendix C(10 b))

We have not invested in “limited allocation derivative investments” in the SamCERA
portfolio.

Provide a statement regarding the liquidity of the derivative investments. Provide a genera
statement discussing the legal and regulatory risks associated with the portfolio manager's
investments in derivatives.

The foreign exchange market is highly liquid with several trillion dollars of currency
traded daily and a wide variety of active market participants worldwide. Within the
foreign exchange market, the currencies of the forwards used in the SamCERA
portfolio (EUR and GBP versus USD) are among the most actively traded.

Hedging activity or use of forward currency contracts may reduce the risk of loss from
currency revaluations, but also may reduce or limit the opportunity for gain and
involves counter party risk, which is the risk that the contracting party will not fulfill its
contractual obligation to deliver the currency contracted for at the agreed upon price.
Because typically no money changes hands at the outset of a forward currency contract,
the counter party risk is limited to the profit or loss on the contract, it is not the
notional value of the contract.

State if the legal and regulatory risk associated with portfolio derivative investments have
changed over the past six months. (Appendix C(10 g)) Yes/No: NO__If yes, please explain.

Investment Manager Guidelines

1.

Are portfolio holdings well-diversified, and made in liquid securities? (Section 5.0) Y es/No:
YES If no, please explain.

Has the firm engaged in short selling, use of leverage or margin and/or investments in
commodities? Yes/No: NO_If yes, please explain.

Cash & Equivalents

1.

Does the firm directly invest in short term fixed income investments? Yes/No: NO_ If yes,
do the investments comply with the policies? (Section 11.0) Yes/No: __ If no, please
explain.

Domestic Fixed Income Portfolios

1.

State the percentage of the portfolio held in each of the following types of securities:
certificates of deposit; commercial paper; other high grade short-term securities; U. S.
Government and Agency securities; corporate bonds; mortgage- and asset-backed securities;
and, Y ankee bond securities. (Section 11.3)
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Asof 12/31/12;

Cash/Receivable 1.70%
Certificates of deposit 0.00%
Commercial paper 0.00%

High grade short-term securities 0.00%
US Government & Agency Sec. 92.50%

Corporate Bonds 0.00%
MBS & ABS 0.00%
Y ankee Bonds 0.00%
Non-US Sovereign Debt 5.80%

. Isthe firm monitoring its active investment management decisions relative to the Retirement
Association’ s investment benchmark? (Section 6.3) Yes/No: YES If no, please explain.

. Does the firm conduct horizon analysis testing? (Section 19.4 j) Yes/No: NO_ If no, please
explain.

. Are derivative investments in compliance with SamCERA's investment policies? (Appendix
C) Yes/No: YES If no, please explain.

. Are any holdings below investment grade? NO. (Section 11.3(b)) If yes, why are they held
in the portfolio?

. Excluding U. S. Government and Agency bond holdings, did any individual bond issue
represent more than 5% of the market value of the portfolio? Yes/No: NO_ (Section
11.3(b)) Please specify. At the time of purchase, was there any single industry, based on
NAICS codes, which represented more than 15% of the market value of the account. NO.
Please specify.

. What percentage of the portfolio is held in Rule 144A securities? (Section 11.3(c)). 0.00%
as of 12/31/12.

Signed by: John P. Nelson
Dated: 1/31/13
Name of Firm: Brown Brothers Harriman & Co.



**PYRAMIS - COREBONDS***

Compliance Certification Statement
San Mateo County
Employees’ Retirement Association

In accordance with the Investment Objectives and Policy Statement, the following compliance
worksheet will be completed by each of SamCERA's investment managers on a semi-annual
basis. These statements must be e-mailed to SamCERA's office (Investments@samcera.org) and
investment consultant (PThomas@SIS-SF.COM) by Thursday, January 31, 2013.

General Compliance Issues

1.

Has the firm acted as a fiduciary and invested its assets for the sole benefit of
SamCERA? (Section 15.4(a)) Yes

Are SamCERA's market benchmarks in the respective asset class areas acceptable to
the firm? (Section 6.3) Yes

Has the firm’s insurance coverage been sustained? (Section 19.4(c)) Yes

Does the firm consider any of SSmCERA's investment objectives unreasonable? (Section
6.0) No

Have there been any significant portfolio developments, major changes in firm
ownership, organizational structure and personnel? (Section 19.4(j)) Yes

With respect to personnel, the following organizational changes took place within Pyramis
during the last quarter:

- Effective December 31, 2012, after more than 30 years in the financial services
industry including the past five at Pyramis, Kevin Uebelein has decided to retire from
his role as executive vice president, global head of Solutions Delivery. With Kevin’s
retirement, Chuck McKenzie has moved from the Global Asset Allocation division to
Pyramis, where he will lead all Asset Management’s institutional solutions efforts as
global head of Institutional Solutions.

- Chuck McKenzie, moved from Fidelity Global Asset Allocation to Pyramis to lead
the Global Institutional Solutions team following the retirement of Kevin Uebelein
from his role as EVP, global head of Solutions Delivery. Chuck will report to Mike
Jones and will continue to work closely with Derek Young, president of GAA, to
create the best solutions for clients.

- Vito Arno, senior vice president, Fidelity Risk, became head of Pyramis Risk
Management, replacing Patrick Sheppard, who took on a new role within Fidelity.

- Maureen Fitzgerald joined Pyramis as head of North American Institutional
Distribution in November 2012. In this role, Maureen will be responsible for U.S. and
Canadian sales and global consultant relations. Maureen joined Pyramis from State
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Street Global Advisors (SSgA), where she served as head of the Institutional Client
Group for North America directing the service and expansion of client, prospect and
consultant relationships. - Colin Fitzgerald joined Pyramis as head of
International Institutional Distribution in October 2012. Colin joins us from Robeco
Group, where he served as Global Head of Key Accounts and Consultants. As
Pyramis’ head of International Institutional Distribution, Colin is based in London
and focuses on expanding our distribution capabilities in Europe and Asia.

Michael Barnett assumed the role of head of Canadian Institutional Sales and Service.
He is responsible for building Pyramis’ presence and share in the Canadian
institutional market. Michael has more than 25 years experience in financial services,
most of it in Canada. From 1999 to 2010, when he assumed his most recent role as
head of Institutional Sales for Pyramis, Michael held a number of senior leadership
roles with Fidelity Investments Canada, supporting the retail and institutional
markets.

6. Have there been any changes in the firm’s investment approach? (Section 19.4(e)) No

7. Do SamCERA's guidelines require your firm to manage the portfolio significantly
differently than other similar portfolios? (Section 9.1) Yes/No: If yes, please explain.

8. Have there have been any industry or regulatory disciplinary actions taken against the
firm? (Section 19.4(a)) Yes/No: If yes, please explain.

From time to time, in the normal course of its business, PGATC may receive inquiries
(including subpoenas and voluntary requests for information) from regulatory authorities or
law enforcement, a regulator may conduct an onsite examination, or a regulator may
commence an investigation. The Firm does not make public comment about such inquiries,
examinations or investigations unless and until enforcement proceedings are initiated. To the
extent the Firm’s securities affiliates have been sanctioned, fined, or cited by the Securities
and Exchange Commission (SEC), Financial Industry Regulatory Authority (FINRA), or any
other regulatory body, any such sanction, fine or citation has been disclosed in its affiliates'
Forms BD and/or Forms ADV in accordance with the requirements of such forms.

We also note that the FDIC issued a civil money penalty of $1,564.08 against the Firm in
connection with an allegation that the Firm failed to ensure that authorized withdrawal limits
on the Firm's designated account as of June 30, 2009 were appropriately set to take into
account the Firm's increased deposit insurance assessment for the quarter ending March 31,

2009.

9. Have proxy ballots been voted in accordance with the best economic interest of
SamCERA and in a manner consistent with the Board’s proxy policies? (Section 22.0)
Not Applicable




Derivative Investments

1.

If the firm entered into a non-exchange traded derivative, was the general nature and
associated risks of the counter-party fully evaluated? (Appendix C(5)) Yes/No: Yes

For non-exchange traded derivative transactions, were the counter-parties
broker/dealers? (Appendix C(5)) Yes/No: Yes If yes: Do the counter-parties have
investment grade debt? Yes/No: Yes Are the counter-parties registered with the SEC and do
they have net capital to protect against potential adverse market circumstances? Yes/No: Yes

For non-exchange traded derivative transactions, were the counter-parties financial
institutions (banks)? (Appendix C(5)) Yes/No: Yes If yes: Do the counter-parties have
investment grade debt? Yes/No: Yes Do the counter-parties have total assets in excess of
$1 billion, and significant net capital to protect against potential adverse market
circumstances? Yes/No: Yes If no, please explain.

Is individual counter-party exposure well diversified? (Appendix C(5)) Yes/No: Yes If
no, please explain. What is the largest exposure to a single counter-party within the
portfolio? 5% (please note this refers to the exposure for each participant of the pool).

Have there been any changes to the investment manager’s list of approved counter-
parties over the past month? No

Are the investment purposes for a derivative investment consistent with the four
purposes stated SamCERA's policies? (Appendix C(6)) Yes/No: Yes Has the firm
developed any new purposes for derivative investments? Yes/No: No

List all limited allocation derivative investments individually and the percentage of the
portfolio’s assets represented by each investment. (Appendix C(7)) State if the firm has
evaluated the exposure to market value losses that can occur from each of these
derivatives. Yes/No: Yes State if these derivative investments in total represent more
than 5% of the portfolio’s market value. If more than 5%, please explain.

As a participant in the Broad Market Duration pool, SaSmCERA will have a small amount of
exsposure to derivatives from time to time. As of 12/31/12 this exposure was comprised
entirely of interest rate swaps. The portfolio held 14 interest rate swaps with an average
notional of 0.5% of the portfolio and a total net exposure of -0.02%. ,

7. State if any restricted derivative investments are held in SamCERA's portfolios.

Yes/No: No If any are held, state the percentage of the portfolio’s assets held in such
derivatives and why the firm is not in compliance with the investment policies.
(Appendix C(7))
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10.

11.

12.

For derivative investments with allocation limits, has the firm tested and measured
these investments’ sensitivities to changes in key risk factors? (Appendix C(8)) Yes/No:
Yes

Have all derivative investments been made in a manner consistent with the derivative
investment process specified in the policy statement? (Appendix C(9)) Yes/No: Yes

Specify the security pricing sources used when developing portfolio market value
exposures for limited allocation derivatives. ((Appendix C(10 b))

Fidelity Pricing & Cash Management Services (FPCMS) utilizes a combination of sources
for derivatives pricing. Wall Street brokers are our primary sources for swaps. Bloomberg
IS our primary pricing source for futures.

Provide a statement regarding the liquidity of the derivative investments. Provide a
general statement discussing the legal and regulatory risks associated with the
portfolio manager's investments in derivatives.

All derivative instruments used in the portfolio are liquid. Given the minimal role they play
in the portfolio and the extensive research conducted by the Pyramis Counterparty Risk team
and the large team of in-house and external lawyers that support these efforts we feel the
legal and regulatory risks are minimal.

State if the legal and regulatory risk associated with portfolio derivative investments
have changed over the past six months. (Appendix C(10 g)) Yes/No: Yes If yes, please
explain.

The Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd-Frank) was
adopted in 2010 to create a more effective regulatory structure, address a number of
regulatory gaps, and increase market transparency and accountability in the financial

system. Dodd-Frank was intended, among other things, to create a comprehensive regulatory
framework for derivative instruments, and to increase market accountability and transparency
in the financial system. While the pace of regulatory implementation has been slow, a
number of important regulations will become effective during 2013. In particular, a number
of derivatives that customarily trade over-the-counter will now trade through a clearinghouse.
The migration to clearing will have a meaningful impact on market access, pricing, reporting,
and counterparty risk. We will continue to monitor and prepare for these regulatory changes
and provide information to our clients as necessary.

Investment Manager Guidelines

1.

Are portfolio holdings well-diversified, and made in liquid securities? (Section 5.0)
Yes/No: Yes



2. Has the firm engaged in short selling, use of leverage or margin and/or investments in
commodities? Yes/No: No

Cash & Equivalents
1. Does the firm directly invest in short term fixed income investments? Yes/No: Yes If
yes, do the investments comply with the policies? (Section 11.0) Yes/No: Yes

Domestic Fixed Income Portfolios

1. State the percentage of the portfolio held in each of the following types of securities:
certificates of deposit; commercial paper; other high grade short-term securities; U. S.
Government and Agency securities; corporate bonds; mortgage- and asset-backed
securities; and, Yankee bond securities. (Section 11.3)

Pyramis Broad Market Duration - Sector Allocation as of 12/31/12

Percent Market Value

Portfolio Index Difference
Treasury 29.1 36.5 -74
TIPS 1.2 0.0 1.2
Agencies 1.4 5.7 -4.3
Sovereigns 1.0 4.5 -3.5
Agency MBS 30.0 29.6 0.4
Pass-throughs 27.1 29.6 -2.5
CMO 2.9 0.0 2.9
Non-Agency MBS 0.6 0.0 0.6
Subprime 0.2 0.0 0.2
CMO 0.4 0.0 0.4
CMBS 4.6 1.8 2.8
Credit 22.0 21.5 0.4
Financials 11.9 7.0 4.9
Industrials 6.5 12.2 -5.6
Utilities 35 2.4 1.2
Consumer ABS 0.5 0.4 0.2
Cards 0.0 0.2 -0.2
Car Loan 0.3 0.2 0.1
ABS Other 0.2 0.1 0.2
Cash/Other 9.7 0.0 9.7
100 100

2. Is the firm monitoring its active investment management decisions relative to the
Retirement Association’s investment benchmark? (Section 6.3) Yes/No: Yes

3. Does the firm conduct horizon analysis testing? (Section 19.4 j) Yes/No: Yes



Signed by:

. Are derivative investments in compliance with SamCERA's investment policies?
(Appendix C) Yes/No: Yes

. Are any holdings below investment grade? (Section 11.3(b)) If yes, why are they held in
the portfolio?

As of 12/31/12, 1.02% of the portfolio was allocated to below investment grade securities.
These positions were purchased as investment-grade, but were subsequently downgraded to
below investment-grade. The portfolio will continue to hold them until the risk/return profile
of the securities no longer meets our fundamental research or relative value standards.

Excluding U. S. Government and Agency bond holdings, did any individual bond issue
represent more than 5% of the market value of the portfolio? Yes/No: No (Section
11.3(b)) Please specify. At the time of purchase, was there any single industry, based on
NAICS codes, which represented more than 15% of the market value of the account.
No Please specify.

. What percentage of the portfolio is held in Rule 144A securities? (Section 11.3(c))

As of 12/31/12, 2.6% of the portfolio was allocated to 144A securities.

A

Mark Botelho, Sr. Account Executive

Dated: 1/31/13
Name of Firm: Pyramis Global Advisors Trust Company



**WESTERN - COREBONDSPLUS***

Compliance Certification Statement
San Mateo County
Employees’ Retirement Association

In accordance with the Investment Objectives and Policy Statement, the following compliance
worksheet will be completed by each of SamCERA's investment managers on a semi-annual
basis. These statements must be e-mailed to SAamCERA's office (Investments@samcera.org) by
Thursday, January 31, 2013.

General Compliance Issues
1. Has the firm acted as a fiduciary and invested its assets for the sole benefit of SamCERA?
(Section 19.4(a)) Yes/No: Yes if no, please explain.

2. Are SamCERA's market benchmarks in the respective asset class areas acceptable to the
firm? (Section 6.3) Yes/No: Yes if no, please explain.
3. Has the firm’s insurance coverage been sustained? (Section 19.4(c)) Yes/No: Yes if no,

please explain.

Yes. Western Asset carries many forms of insurance to safeguard clients against theft, fraud, and
negligence

4. Does the firm consider any of SamCERA's investment objectives unreasonable? (Section 6.0)
Yes/No: No If yes, please explain.
5. Have there been any significant portfolio developments, major changes in firm ownership,

organizational structure and personnel? (Section 19.4(j)) Yes/No: No if yes, please explain.

There have been no significant portfolio developments, major changes in Firm ownership or

organizational structure.
During the past year, Western Asset hired seven investment professionals, while losing seven.

A detailed breakdown by office worldwide is as follows:

Pasadena
Additions
Year Name Function/Job Title
2012  John Bellows Investment
Management Strategy
Analyst
Departures
Year Name Function/Job Title Tenure Reason
2012  Ronald D. Mass Portfolio Manager/ 21 Resigned
Research Analyst years
Thomas R. Galloway Research Analyst 12 Resigned

years
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Charles Shia Trader 8 years  Resigned

New York

Additions

There were no additions to the Firm’s New York office in the past year.
Departures

There were no departures from Western Asset’s New York office in the past year.
Sao Paulo

Additions

There were no additions to Western Asset’s Sao Paulo office in the past year.
Departures

There were no departures from Western Asset’s Sao Paulo office during the past year.

London
Additions
Year Name Function/Job Title
2012  Amelia Sugiarto Research Analyst
Gerry Rawcliffe Research Analyst
Paul Shuttleworth Portfolio Manager
Departures

There were no departures from the London office in 2012.

Singapore
Additions
Year  Name Function/Job Title
2012 Oon Jin Chng Research Analyst
Desmond Soon Portfolio Manager
Swee-Ching Lim Research Analyst
Departures
Year Name Function/Job Title Tenure Reason
2012  Adrian Chee Research Analyst Syears  Resigned
Henrietta Gourlay Research Analyst 9 years  Resigned
Julia Ho, CFA Portfolio Manager/ 8 years  Resigned
Research Analyst
Tokyo
Additions

There were no additions to Western Asset’s Tokyo office in the past year.
Departures

There were no departures from Western Asset’s Tokyo office during the past year.
Melbourne

Additions

There were no additions to Western Asset’s Melbourne office in the past year.



Departures

Year Name Function/Job Title Tenure Reason
2012  Taylor Dowling Trader 4 years  Resigned

Due to Western Asset’s traditional team orientation to investment management, none of the changes have adversely
impacted the team.

6. Have there been any changes in the firm’s investment approach? (Section 19.4(e)) Yes/No:
No If yes, please explain.

Western Asset has not deviated from its basic investment process since the product's inception,
and does not envision any circumstances under which it would. There have, however, been many
refinements to the process and additions to the analytical tools employed. As the professional
staff has grown, the investment team has expanded its formal meeting structures to facilitate
review and debate of ideas. Similarly, the investment team has developed and integrated the use
of analytic systems to capture and model the impact of various strategies and the risks associated
with them. Going forward, Western Asset is committed to continuing to refine its process, and
has devoted the financial and staff resources necessary to do so.

7. Do SamCERA's guidelines require your firm to manage the portfolio significantly differently
than other similar portfolios? (Section 9.1) Yes/No: No If yes, please explain.

8. Have there have been any industry or regulatory disciplinary actions taken against the firm?
(Section 19.4(a)) Yes/No: No If yes, please explain.

Western Asset has no current or pending regulatory actions.

9. Have proxy ballots been voted in accordance with the best economic interest of SamCERA
and in a manner consistent with the Board’s proxy policies? (Section 22.0) Yes/No: Yes If
no, please explain.

Derivative Investments

1. If the firm entered into a non-exchange traded derivative, was the general nature and
associated risks of the counter-party fully evaluated? (Appendix C(5)) Yes/No: Yes If no,
please explain.

A formal credit check is a default to ensure that Western Asset is looking at counterparties at
least annually. Western Asset’s financial services credit analysts are continually evaluating its
counterparties on a daily basis. The Firm reviews them as potential issuers for Western Asset’s
fixed-income investments. As a fixed-income shop, Western Asset is constantly evaluating their
creditworthiness, and the notion of a credit check fails to fully encompass the ongoing credit
work that is done. In addition, the Risk/Analytics group is continually looking at credit spreads
and exposures to various counterparties and meeting monthly in the context of the Market and
Credit Risk Committee to discuss such issues. Western Asset actively adds and removes names
from the approved counterparty least each month.



2. For non-exchange traded derivative transactions, were the counter-parties broker/dealers?
(Appendix C(5)) Yes/No: Yes If yes: Do the counter-parties have investment grade debt?
Yes/No: Yes Are the counter-parties registered with the SEC and do they have net capital to
protect against potential adverse market circumstances? Yes/No: Yes if no, please explain.

3. For non-exchange traded derivative transactions, were the counter-parties financial
institutions (banks)? (Appendix C(5)) Yes/No: Yes If yes: Do the counter-parties have
investment grade debt? Yes/No: Yes Do the counter-parties have total assets in excess of $1
billion, and significant net capital to protect against potential adverse market circumstances?
Yes/No: Yes If no, please explain.

Western Asset’s Broker Review Committee (“the Committee”) maintains an Approved List of
counterparties for client transactions. Each counterparty is reviewed by members of Western
Asset’s credit group prior to approval. Credit review includes analysis of the counterparty’s
capital adequacy, profitability, liquidity and other factors as may be appropriate. In addition to
the credit review, counterparties are evaluated on execution capability, pricing, responsiveness,
specialist credentials, research and back-office capabilities. The Committee reviews additions to
the Approved Lists quarterly with a thorough re-evaluation of all counterparties annually.

The majority of Western Asset’s trades involve limited counterparty credit risk. Once a trade is
done and settled the Firm’s exposure to the broker is over. Counterparty credit risk is only
created when Western Asset relies on the broker to make future payments or forward settle a
trade beyond the normal period. While this is obvious for multi-year swaps transactions, there
are other transactions that also create counterparty credit risk. When aggregating Western
Asset’s total credit exposure to each counterparty, it is important to also take into account all of
these transactions.

Western Asset seeks to reduce risk and promote diversification in its use of counterparties when
using credit default swaps as in all areas of investment. The use of multiple counterparties lends
itself to a more competitive bidding process, and therefore promotes best execution.
Counterparty creditworthiness is a key factor that Western Asset’s front office reviews before
entering into a derivative agreement.

Subsequent to a trade, Western Asset's Swaps Team monitors swap exposure on a periodic basis
(e.g., daily, weekly) based on the terms of the credit support annex (CSA) and instructs cash
and/or security movements via the custodian bank to satisfy the collateral requirements in order
to mitigate counterparty risk.

Western Asset has a CSA with each counterparty with whom the Firm trades. The CSA protects
the client's marked-to-market exposure against each counterparty for amounts exceeding the
minimum collateral transfer threshold. The minimum transfer amount established in each CSA
varies by counterparty but generally ranges from $250,000 to $750,000.



4. Is individual counter-party exposure well diversified? (Appendix C(5)) Yes/No: No if no,
please explain. What is the largest exposure to a single counter-party within the portfolio?
Have there been any changes to the investment manager’s list of approved counter-parties
over the past month?

Counterparty selection is a balance of diversification versus best execution. The lack of
counterparty diversification in the SamCERA portfolio can be attributed to the relatively small
amount of exposure on the whole, five basis points of the portfolio’s market value. This can lead
to one position making up the majority of the counter party risk. With that said, we are
concerned about concentration risks that breach 3% of the portfolio’s MV, and currently the
largest exposure is only four basis points of the MV.

The portfolio has the largest exposure to the Royal Bank of Scotland Group, PLC.
In the past month, we have approved one additional counter-party, VTB Capital, Inc.

5. Are the investment purposes for a derivative investment consistent with the four purposes
stated SamCERA's policies? (Appendix C(6)) Yes/No: Yes If no, please explain. Has the
firm developed any new purposes for derivative investments? Yes/No: No If yes, please
explain.

Western Asset uses derivatives only when allowed by client guidelines.

The Firm's derivatives strategy is overseen by the US Broad Market Committee under the
oversight of the Chief Investment Officer, utilizing reporting provided by the Risk Management
Department.

Western Asset uses exchange-traded futures and options contracts. These markets are generally
very liquid, with quotations readily available and published daily. Western Asset uses these both
as a substitute for cash transactions, and as a tool to adjust a portfolio’s sector, issue, duration,
and yield curve exposure. Options also offer a way to gain exposure to volatility.

Swaps, or contractual agreements between two parties to exchange cash flows at periodic
intervals based upon a notional asset, can also be used to manage portfolio risk, to fine tune
investment strategy, and to capture relative value opportunities. Swaps can include interest rate,
total return, and credit default swaps. Interest rate swaps facilitate duration and yield curve
management, and represent a contract to pay (receive) floating rates in exchange for receiving
(paying) fixed rates. Total return swaps allow inexpensive exposure to a particular market or
market segment, and generally have a payment (receipt) of LIBOR or T-Bills while the investor
then receives (pays) a broad market return, i.e., Barclays Capital Aggregate. Credit default swaps
are bilateral contracts where Party A agrees to pay Party B an on-going premium in exchange for
the right to put a security of a reference entity to Party B in exchange for par should pre-specified
credit events occur. Credit default swaps (single-name and index) can allow for rapid and
inexpensive adjustments to optimize credit spread exposure. These adjustments can often times
be made using credit default swaps irrespective of the liquidity in the cash markets.



Western Asset considers that the use and understanding of derivatives, and the derivative
characteristics embedded in many fixed-income securities, is an essential part of fixed-income
management. The Firm uses over-the-counter and exchange-traded derivatives to hedge or
reduce risk and to provide incremental value when appropriate. For example, derivatives are
useful for adjusting portfolio duration and yield curve strategies without disturbing the
underlying securities in the portfolio, while simultaneously reducing transaction costs related to
these duration position changes. No more than 5% of the portfolio will be invested in original
futures margin and option premiums, exclusive of any in-the-money portion of the premiums,
and under no circumstances does Western Asset use leverage in its derivatives strategy. Western
Asset has used derivatives in portfolios since 1988, and most of the Firm's clients allow for
derivatives authority.

Western Asset’s standard Derivatives Philosophy and Guidelines are attached.

6. List all limited allocation derivative investments individually and the percentage of the
portfolio’s assets represented by each investment. (Appendix C(7)) State if the firm has
evaluated the exposure to market value losses that can occur from each of these derivatives.
Yes/No: Yes If no, please explain. State if these derivative investments in total represent
more than 5% of the portfolio’s market value. If more than 5%, please explain.

Please see the limited allocation derivatives file attached to find all limited derivatives as of
12/31/2012.

Western Asset uses derivatives only when allowed by client guidelines. The Firm's derivatives
strategy is overseen by the Broad Market Committee under the oversight of the Chief Investment
Officer, utilizing reporting provided by the Risk Management Department. Derivative risk is
addressed through avoiding leverage and limiting exposure. Under no circumstances does
Western Asset use leverage in its derivatives strategy. The Legal & Compliance Department
monitors derivative usage and their adherence to guidelines continuously. Notional exposure
limits are monitored daily. Western Asset uses industry-leading Charles River Development’s
ComplianceMaster (CRD) as well as PCR, an in house derivative position monitoring system, to
monitor derivative quantitative limits. Where an issue is identified, it is escalated to the portfolio
manager and the client service executive assigned to the account. In addition, the Risk
Management Department frequently monitors the extent of derivatives used by the Firm.
Exposure limitations are addressed in the standard Derivatives Philosophy and Guidelines
attached.

As of 12/31/2012 derivatives totaled 8.9% of the portfolio’s MV. This is in accordance to the
Investment Management Agreement; Exhibit C dated October 25, 2004.

7. State if any restricted derivative investments are held in SamCERA's portfolios. Yes/No: No
If any are held, state the percentage of the portfolio’s assets held in such derivatives and why
the firm is not in compliance with the investment policies. (Appendix C(7))

This is also in accordance to the Investment Management Agreement, Exhibit C dated October
25, 2004.



8. For derivative investments with allocation limits, has the firm tested and measured these
investments’ sensitivities to changes in key risk factors? (Appendix C(8)) Yes/No: Yes if no,
please explain.

Stress testing, as part of Western Asset’s ongoing risk management process, is performed
continuously to its portfolios in order to assess their behavior under a variety of interest rate and
spread scenarios. The correlation assumptions used in these simulations are continually revised
on the basis of historical experience and the judgment of senior investment
professionals. Correlations can also be equal to one in certain scenarios. The objective of
scenario analysis is to help ensure that portfolio risk is well-diversified and that tracking error
will not exceed expectations. Scenario analyzes include a full revaluation of all securities. This is
to help Investments professionals to understand the behavior of the portfolios under different tail
metrics. Portfolio managers receive a report which estimates the likely performance behavior of
all portfolios under their supervision under a variety of what-if scenarios (e.g., if interest rates
rise 50 or 100 bps, if the yield curve steepens or flattens, if spreads widen by 50 bps).

9. Have all derivative investments been made in a manner consistent with the derivative
investment process specified in the policy statement? (Appendix C(9)) Yes/No: Yes If no,
please explain.

This is in accordance to the Investment Management Agreement; Exhibit C dated October 25,
2004. However, this also meets the standards illustrated on Appendix C (9).

10. Specify the security pricing sources used when developing portfolio market value exposures
for limited allocation derivatives. ((Appendix C(10 b))

Pricing sources for derivatives vary depending upon the specific derivative instrument. Exchange
traded futures and options are priced using closing prices from the primary exchange where they
are traded, using closing levels pulled form Bloomberg. Over-the-counter (OTC) options are
priced by obtaining current prices from broker/dealers or a Bloomberg model. Interest rate swaps
and credit default swaps where possible are priced by a pricing vendor, Markit, otherwise
Bloomberg swaps models or dealer quotations are used.

Most OTC derivative instruments are priced using external vendor Markit, otherwise Bloomberg
swaps models or dealer quotations are used.

Interest Rate Swaps Markit
IR Swaptions Markit
Credit Default Swaps Markit
e cexcept ARMS, ABX, Counterparty

ABS Statement
. . Counterparty
Credit Swaptions Statement
Total Return Swaps Bloomberg Model

Currency Options Bloomberg Model



At the time of trade input, Western Asset captures the information for both the derivative and its
underlying instrument. The Firm updates the price and analytics (duration, yield, etc) for the
underlying instrument on a daily basis, even if it is not held, to ensure the quality of data for the
derivative position. The risks of the derivative and its underlying physical are monitored
concurrently using various reports.

Once Western Asset is satisfied it has highly accurate data at security level, the Firm commences
the process of producing the various holdings, exposure, concentration, benchmark comparison
and other risk management reports used by the Firm’s portfolio and risk management
professionals on a daily basis. These reports show the net effects of derivatives on a portfolio.
Such reports would show term structure, convexity, interest rate and spread sensitivity
breakdown by sectors or maturity buckets. Western Asset’s portfolio management and risk
management teams also coordinate with the compliance department to make sure that net
exposure to derivatives are in line with a client’s investment guidelines.

11. Provide a statement regarding the liquidity of the derivative investments. Provide a general
statement discussing the legal and regulatory risks associated with the portfolio manager's
investments in derivatives.

Western Asset's management style focuses on adding incremental value without taking on
excessive risk. Consequently, the Firm’s guidelines adhere to a value at risk of no more than 25
basis points or less at risk in any derivatives investment. To ensure that its use of derivative
investments is consistent with this investment philosophy, Western Asset has developed internal
guidelines — listed below along with a brief description of their rationale — which form the basis
of every decision to employ derivatives in investment portfolios, and which are used as a starting
point for developing standard guidelines (i.e., they do not include client specific or tighter
regulatory guidelines such as those of UCITS accounts):

= Generally, the net duration contribution to the portfolio for long futures and interest rate
swaps will not exceed 20% of the underlying portfolio duration. Net short positions, typically
a hedge against other security holdings, will also be limited to a duration contribution of not
more than 20% of the portfolio. In no case will the use of futures or swaps bring the
portfolio's duration outside of the 80%-120% band.

* Index and credit default swaps will count their full notional value as exposure to the
underlying asset. Concentration limits for a particular name or asset class will apply based on
the sum of its cash and derivative security holdings.

= Short (written) options positions will always be hedged, either with current security holdings,
other options or futures positions. Mortgage derivatives with significant short option
characteristics will not exceed 5% of the portfolio, and will generally be a) offset by
positions in other mortgage derivatives, or b) offset by other portfolio positions.

= Options positions will be limited so that under a reasonable range of market scenarios the
portfolio's duration will not change by more than +/- 20%

= Structured notes with significant short option positions or increasing leverage will not be
purchased, and in no case will structured notes exceed 5% of portfolio value.



» Futures and options contracts will be limited to liquid instruments actively traded on major
exchanges, or, if over the counter, executed with major dealers.

* No more than 5% of the portfolio will be invested in original futures margin and options premiums,
exclusive of any in the money portion of the premiums.

*  Under no circumstances will the combination of derivative positions change the characteristics of the
portfolio so that it violates any guideline set forth in the Investment Management Agreement.

12. State if the legal and regulatory risk associated with portfolio derivative investments have
changed over the past six months. (Appendix C(10 g)) Yes/No: No if yes, please explain.

Investment Manager Guidelines
1. Are portfolio holdings well-diversified, and made in liquid securities? (Section 5.0) Yes/No:
Yes if no, please explain.

2. Has the firm engaged in short selling, use of leverage or margin and/or investments in
commodities? Yes/No: No If yes, please explain.

As of 12/31 there were no short positions held in the portfolio nor were there any investments in
commodities. Short (sold) options are allowed in accordance to the Investment Management
Agreement; Exhibit C dated October 25, 2004.

Western Asset’s standard approach to leverage is to cover forward securities and the mark-to-
market value of interest rate swaps with cash and cash equivalent securities. Next the Firm’s
investment professionals look to cover short and long futures, short puts, short calls and the
notional value short credit default swaps with any excess cash not covering forwards, offsetting
derivatives or investment grade liquid assets in the account. This methodology of determining
leverage/coverage is consistent with the standards used for monitoring coverage requirements as
prescribed under Section 18 of the Investment Company Act of 1940. Western Asset has used
derivatives in portfolios since 1988, and most of the Firm's clients allow for derivatives
authority.

Cash & Equivalents
1. Does the firm directly invest in short term fixed income investments? Yes/No: Yes if yes, do
the investments comply with the policies? (Section 11.0) Yes/No: Yes if no, please explain.

This is in accordance to the Investment Management Agreement; Exhibit C dated October 25,
2004.

Domestic Fixed Income Portfolios

1. State the percentage of the portfolio held in each of the following types of securities:
certificates of deposit; commercial paper; other high grade short-term securities; U. S.
Government and Agency securities; corporate bonds; mortgage- and asset-backed securities;
and, Yankee bond securities. (Section 11.3)



Category % of Portfolio

Cash & Cash Equivalents 0.76%
US Government and Agencies 15.66%
Corporate Bonds 31.64%
Mortgage & Asset Backed 45.54%
Yankee Bonds 8.45%

2. Is the firm monitoring its active investment management decisions relative to the Retirement
Association’s investment benchmark? (Section 6.3) Yes/No: Yes if no, please explain.

3. Does the firm conduct horizon analysis testing? (Section 19.4 j) Yes/No: Yes if no, please
explain.

Western Asset’s investment management team estimates horizon excess returns under various
market scenarios, including best, worst and likely cases. Particular attention is paid to
diversifying strategies under each scenario. The horizon for risk management is the same as that
for investment management, as the risk effort is closely integrated into the investment process.
The firm's tracking error model calculates predicted tracking errors based on 18 months of
historical data. Western Asset also generates scenario analysis results daily for representative
accounts. These results estimate horizon durations given various interest rate shocks. The
horizon is generally instantaneous as Western Asset evaluates one day extreme movements in
rates for duration hedging purposes. The Firm’s systems allow for any time horizon and can
output a wide array of horizon performance or analytics related statistics.

Western Asset does not place a time frame on any of the Firm’s strategies or underlying security
holdings. As value investors, Western Asset monitors positions regularly to insure that they are
consistent with views of value within the context of a particular portfolio’s risk profile.

4. Are derivative investments in compliance with SamCERA's investment policies? (Appendix
C) Yes/No: Yes If no, please explain.

This is in accordance to the Investment Management Agreement, Exhibit C dated October 25,
2004.

5. Are any holdings below investment grade? (Section 11.3(b)) If yes, why are they held in the
portfolio?

As of 12/31/2012, 11.74% of the portfolio is invested in securities rated below BBB- by S&P,
Moody’s or Fitch (highest) of an allowed 30% maximum which is in accordance to the
Investment Management Agreement, Exhibit C dated October 25, 2004.



6. Excluding U. S. Government and Agency bond holdings, did any individual bond issue
represent more than 5% of the market value of the portfolio? Yes/No: No (Section 11.3(b))
Please specify. At the time of purchase, was there any single industry, based on NAICS
codes, which represented more than 15% of the market value of the account. Please specify.

This is in accordance to the Investment Management Agreement, Exhibit C dated October 25,
2004.

7. What percentage of the portfolio is held in Rule 144 A securities? (Section 11.3(c))

As of 12/31/2012 7.13% of the portfolio’s MV was held in Rule 144A securities.
Signed by:

Dated: 1/25/13 :

Name of Firm: Western Asset Management Co.
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San Mateo County Employees’ Retirement Association

GENERAL COMPLIANCE ISSUES

=

n

w

B

o

Has the firm acted as a fiduciary and invested its assets for the sole benefit of
SamCERA? (Section 19.4(a))

X Yes []No
If no, please explain.

Are SamCERA's market benchmarks in the respective asset class areas acceptable to the
firm? (Section 6.3)

X Yes [ ] No

If no, please explain.

Has the firm’s insurance coverage been sustained? (Section 19.4(c))
X Yes [ ] No

If no, please explain.

Does the firm consider any of SamCERA's investment objectives unreasonable? (Section
6.0)

[ ]Yes X No
If yes, please explain.

Have there been any significant portfolio developments, major changes in firm
ownership, organizational structure and personnel? (Section 19.4(j))

[]Yes X No

If yes, please explain.
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San Mateo County Employees’ Retirement Association

6.

Have there been any changes in the firm’s investment approach? (Section 19.4(e))

[ ]Yes X No

N

Do SamCERA's guidelines require your firm to manage the portfolio significantly
differently than other similar portfolios? (Section 9.1)

[ ]Yes X No

If yes, please explain.

o

Have there have been any industry or regulatory disciplinary actions taken against the
firm? (Section 19.4(a))

[]Yes X No

If yes, please explain.

No. During the past six months ended December 31, 2012, Franklin Advisers Inc. (FAV), has not been the
subject of any investment-related proceedings, findings or orders brought or made by any U.S. federal or
state regulatory agency, foreign financial regulatory authority or self-regulatory organization. For a
summary of investment-related proceedings, findings or orders brought or made by any U.S. federal or
state regulatory agency, foreign financial regulatory authority or self-regulatory organization against
FAV and/or certain of its advisory affiliates in the past 10 years ended December 31, 2012, please see
Appendix 1. From time to time, FAV and its advisory affiliates receive subpoenas and inquiries from
regulators, including requests for documents or information, and also may become the subject of
governmental or regulatory examinations or investigations. Findings or orders resulting from such
subpoenas, inquiries, examinations or investigations if any, will be reported, to the extent required by law,
on FAV’s Form ADV filed with the U.S. Securities and Exchange Commission. (ltalicized terms are as
defined on Form ADV.)

©

Have proxy ballots been voted in accordance with the best economic interest of
SamCERA and in a manner consistent with the Board’s proxy policies? (Section 22.0)

[ ]Yes ] No

If no, please explain.
Not applicable as there were no meetings to report for June 30, 2012 through December 31, 2012.
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San Mateo County Employees’ Retirement Association

DERIVATIVE INVESTMENTS

=

n

w

B

If the firm entered into a non-exchange traded derivative, was the general nature and
associated risks of the counter-party fully evaluated? (Appendix C(5))

X Yes []No
If no, please explain.

For non-exchange traded derivative transactions, were the counter-parties
broker/dealers? (Appendix C(5))

X Yes [ ] No
If yes, do the counter-parties have investment grade debt?
X Yes ] No

Are the counter-parties registered with the SEC and do they have net capital to protect
against potential adverse market circumstances?

X Yes [ ] No
If no, please explain.

For non-exchange traded derivative transactions, were the counter-parties financial
institutions (banks)? (Appendix C(5))

X Yes [ ] No
If yes, do the counter-parties have investment grade debt?
X Yes ] No

Do the counter-parties have total assets in excess of $1 billion, and significant net capital
to protect against potential adverse market circumstances?

X Yes [ ] No
If no, please explain.

Is individual counter-party exposure well diversified? (Appendix C(5))
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o

o

X Yes [ 1No
If no, please explain.

What is the largest exposure to a single counter-party within the portfolio?
The largest exposure to a single counter-party is Deutsche Bank AG

Have there been any changes to the investment manager’'s list of approved counter-
parties over the past month?

X Yes ] No

There have been changes to the approved list of counterparties over the six month period ending 12/31/12,
however we cannot disclose as we consider the list, along with status and limits, to be proprietary
information.

Are the investment purposes for a derivative investment consistent with the four
purposes stated SamCERA'’s policies? (Appendix C(6))

X Yes [ ] No
If no, please explain.

Has the firm developed any new purposes for derivative investments?

[ ]Yes X No
If yes, please explain.

List all limited allocation derivative investments individually and the percentage of the
portfolio’s assets represented by each investment. (Appendix C(7)) State if the firm has
evaluated the exposure to market value losses that can occur from each of these
derivatives.

[ ]Yes ] No

If no, please explain.
Not applicable. No limited allocation derivative investments are held in the SamCERA Portfolio.

State if these derivative investments in total represent more than 5% of the portfolio’s
market value. If more than 5%, please explain.

Not applicable.
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San Mateo County Employees’ Retirement Association

7.

State if any restricted derivative investments are held in SamCERA'’s portfolios.

[ ]Yes X No

If any are held, state the percentage of the portfolio’s assets held in such derivatives and
why the firm is not in compliance with the investment policies. (Appendix C(7))

o

For derivative investments with allocation limits, has the firm tested and measured these
investments’ sensitivities to changes in key risk factors? (Appendix C(8))

[ ]Yes ] No

If no, please explain.
Not applicable. No limited allocation derivative investments are held in the SamCERA portfolio.

©

Have all derivative investments been made in a manner consistent with the derivative
investment process specified in the policy statement? (Appendix C(9))

X Yes []No

If no, please explain.

=
o

. Specify the security pricing sources used when developing portfolio market value
exposures for limited allocation derivatives. (Appendix C(10b))

Not applicable. No limited allocation derivative investments are held in the SamCERA portfolio.

=
=

. Provide a statement regarding the liquidity of the derivative investments. Provide a
general statement discussing the legal and regulatory risks associated with the portfolio
manager’s investments in derivatives.

It is the policy of the Franklin Templeton Fixed Income Group, the investment platform of the SamCERA
portfolio, to use derivatives only when client guidelines permit. Derivatives may be an efficient way to
implement fixed income investment views on a particular sector in one transaction and also as a tool to
help isolate risk exposures. Compared with cash bonds, derivatives can be more flexible and more liquid,
and may have lower transaction costs. In those strategies that employ derivative instruments, or when
clients request the use of derivatives to achieve certain investment objectives, we may also seek to gain
exposure through the use of exchange-traded and/or over-the-counter derivatives.

As an opportunistic strategy, the Franklin Templeton Global Multi Sector Plus strategy (the investment
strategy of the SamCERA portfolio) utilizes a wide variety of instruments to gain exposure to various
fixed income sectors and achieve strategy objectives. For example, foreign exchange forward contracts are
frequently used for hedging purposes and to express currency views. We may also engage in cross hedging
as an efficient method of implementing the portfolio’s optimal currency structure. Interest rate futures and
swaps may be used to implement views on interest rates, quickly adjust portfolio duration, or efficiently
handle cash flows. Total return swaps can quickly add or reduce bond market exposure.
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Franklin Templeton’s proprietary risk management systems enable us to properly model derivative
instruments and fully understand portfolio risk. Derivatives are used only when portfolio guidelines permit
and are not used to generate alpha.

12. State if the legal and regulatory risk associated with portfolio derivative investments have
changed over the past six months. (Appendix C(10g))

[]Yes X No

If yes, please explain.
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San Mateo County Employees’ Retirement Association

INVESTMENT MANAGER GUIDELINES

1. Are portfolio holdings well-diversified, and made in liquid securities? (Section 5.0)

X Yes [ 1No

n

Has the firm engaged in short selling, use of leverage or margin and/or investments in
commodities?

[]Yes X No

The Global Multi Sector Plus strategy does not engage in short selling, employ leverage or margins.
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CASH & EQUIVALENTS
1. Does the firm directly invest in short term fixed income investments?

X Yes [ 1No

If yes, do the investments comply with the policies? (Section 11.0)

X Yes [ ] No

If no, please explain.
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San Mateo County Employees’ Retirement Association

GLOBAL FIXED INCOME PORTFOLIOS

1.

State the percentage of the portfolio held in each of the following types of securities
(please sub-total each by region): certificates of deposit; commercial paper; other high
grade short-term securities; government and agency securities; investment grade
corporate bonds; high yield corporate bonds; mortgage- and asset-backed securities;
(Section 11.3)

The following table shows the sector weightings for the SamCERA portfolio as of December 31, 2012.
Please note the specific sector weightings for the categories listed above are not available.

Types of Securities Investment Objective Percentage of Portfolio (%)
Cash & Cash Equivalents 9.84
Corporate Bonds 15.16
Investment Grade 0.36
Non-Investment Grade 14.80
International Government/Agency Bonds 64.25
Investment Grade 50.87
Non-Investment Grade 13.38
Others 0.73
Sovereign Bonds 10.02
Investment Grade 3.45
Non-Investment Grade 6.57

Total 100.00

The following table represents the regional breakdown of the SamCERA portfolio as of December 31,
2012.

Americas 19.74
Asia 29.38
Europe/Africa 41.05
oo
Other 1.44
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2.

w

B

o

o

Is the firm monitoring its active investment management decisions relative to the
Retirement Association’s investment benchmark? (Section 6.3)

[ ]Yes X No

If no, please explain.

There is no benchmark that perfectly captures Franklin Templeton Global Multi Sector Plus' benchmark
unconstrained approach to global fixed income investing. The Barclays Capital Multiverse Index
benchmark is used for performance comparison, the calculation of risk statistics, but not for portfolio
construction. While it is recognized that the strategy will be compared to a benchmark for performance
and risk measurement, from a portfolio construction standpoint, the strategy is benchmark unconstrained.
The indifference to the benchmark implies an absolute return approach whereby the strategy will invest
only in countries or securities that are deemed attractive.

Are derivative investments in compliance with SamCERA's investment policies?
(Appendix C)

X Yes [ ] No
If no, please explain.

Please list any holdings that are below investment grade or not-rated (Section 11.3(b))
Please refer to Appendix 2: Below Investment Grade List.

Excluding U. S. Government and Agency bond holdings, did any individual bond issue
represent more than 5% of the market value of the portfolio? (Section 11.3(b))

X Yes [ ] No

Please specify.

Please refer to the table below for the bond issue that represents more than 5% of the market value of the
portfolio.

Korea Treasury Bond, senior bond, 3.75%, 6/10/13

At the time of purchase, was there any single industry, based on NAICS codes, which
represented more than 15% of the market value of the account. Please specify.

[ ]Yes X No

What percentage of the portfolio is held in Rule 144A securities? (11.3(c))
The portfolio holds 16.81% in Rule 144A securities.
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San Mateo County Employees’ Retirement Association

Signed By:
Name:
Title:

Dated:

Name of Firm:

Breda Beckerle
Chief Compliance Officer
February 7, 2013

Franklin Advisers, Inc. (FAV)

FRANKLIN TEMPLETON GLOBAL MULTI SECTOR PLUS
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San Mateo County Employees’ Retirement Association

IMPORTANT NOTES

This response (the Response) is based on the information provided in the Due Diligence Questionnaire (the
Questionnaire). To the extent any such information in the Questionnaire is incomplete or inaccurate,
Franklin Templeton reserves the right to alter, amend or delete any information it has provided in the
Response. Franklin Templeton has prepared the Response in good faith and, to the best of its knowledge, all
information provided in the Response is accurate as of the date submitted. Information, including all data,
provided in the Response is unaudited, unless otherwise indicated. Any information from third-party sources
is believed to be reliable, but Franklin Templeton cannot guarantee its accuracy or completeness.
Information set forth in the Response is subject to change and Franklin Templeton does not undertake any
duty to update the Response after its issuance. Responses may include a general description of the types of
services Franklin Templeton may provide to its clients and may not be applicable or tailored to the
Questionnaire.

The information contained in the Response is solely for the purpose of responding to the Questionnaire,
shall be treated as confidential, and shall be distributed internally on an as-needed basis only. It shall not be
distributed or otherwise communicated to third parties (other than any consultant engaged by the issuer of
the Questionnaire to assist in connection therewith) without the prior written consent of Franklin Templeton.
Any such consultant shall likewise be obligated to treat the Response as confidential.

Investing may involve a high degree of risk. The issuer of the Questionnaire is deemed to be an experienced
institutional investor or consultant and is expected to make its own independent assessment of the
appropriateness and the associated risks of investing. Franklin Templeton shall not be held liable for any
losses or damages arising out of any person’s reliance upon the information contained in the Response.
Except as expressly provided in the Response, no person, firm, or corporation has been authorized to give
any information or to make any representation other than those contained in the Response.

All investors should inform themselves as to the legal requirements applicable to them with respect to any
investments, holdings, and/or disposition of any investments. Franklin Templeton takes no responsibility for
informing or advising investors of any applicable laws or regulations.

Views or opinions expressed in the Response do not constitute investment, legal, tax, financial or other
advice. The Response is neither an offer for a particular security nor a recommendation to purchase any
investments. The way Franklin Templeton implements its investment strategies and the resulting portfolio
holdings may change depending on a variety of factors such as market and economic conditions, as well as
client account guidelines and restrictions, if applicable. The information provided in the Response is not a
complete analysis of every aspect of any market, country, industry, security, or portfolio. Past performance
does not guarantee future results and results may differ over future time periods.

By accepting these materials, you confirm your acceptance of the above terms.

FRANKLIN TEMPLETON GLOBAL MULTI SECTOR PLUS Page 14 of 14



**INVESCO - REAL ESTATE***

Compliance Certification Statement
San Mateo County
Employees’ Retirement Association

In accordance with the Investment Objectives and Policy Statement, the following compliance
worksheet will be completed by each of SamCERA's investment managers on a semi-annual
basis. These statements must be e-mailed to SamCERA's office (Investments@samcera.org) by
Thursday, January 31, 2013.

General Compliance Issues

1.

Has the firm acted as a fiduciary and invested its assets for the sole benefit of SamCERA?
(Section 19.4(a)) Yes/No: NO_ If no, please explain.
Please see attached statement

Are SamCERA's market benchmarks in the respective asset class areas acceptable to the
firm? (Section 6.3) Yes/No: YES If no, please explain.

. Has the firm’s insurance coverage been sustained? (Section 19.4(c)) Yes/No: YES If no,

please explain.

Does the firm consider any of SamCERA's investment objectives unreasonable? (Section 6.0)
Yes/No: NO___ If yes, please explain.

Have there been any significant portfolio developments, major changes in firm ownership,
organizational structure and personnel? (Section 19.4(j)) Yes/No: _NO_ If yes, please
explain.

Have there been any changes in the firm’s investment approach? (Section 19.4(e)) Yes/No:

NO _If yes, please explain.

Have there have been any industry or regulatory disciplinary actions taken against the firm?
(Section 19.4(a)) Yes/No: NO_If yes, please explain.

Investment Manager Guidelines

1.

Are portfolio holdings well-diversified? (Section 5.0) Yes/No: NO_ If no, please explain.

The investment is in direct real estate.

2.

Has the firm used leverage? Yes/No: YES If yes, please explain.

Please see response under real estate portfolio section.
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Cash & Equivalents
1. Does the firm directly invest in short term fixed income investments? Yes/No: _NO _If ves,

do the investments comply with the policies? (Section 11.0) Yes/No: ___ If no, please
explain.

Real Estate Portfolios
1. Is the portfolio diversified as to region, property type, industry, and economic base?

(12.3(a)2) Yes/No_YES If no, do the investments comply with the policies?

Is the portfolio achieving a total time-weighted rate of return, net of fees, which equals or
exceeds, the NFI ODCE index? (12.2) Yes/No YES If no, please explain.

The Fund’s performance on a long term basis exceeds the NFI ODCE index. On a short
term basis the Fund’s performance is below the NFI ODCE index due to the sale of a
portion of the Holland assets in 2Q 2012 and the subsequent write-downs of the
remaining assets in that portfolio.

Does the core fund concentration exceed 40% (by value) in any single property type or
35% in any single metropolitan statistical area, determined as of the date of the
acquisition of the property? (12.3(a)2) Yes/No NO _ If yes, please explain.

Is the portfolio leverage within the 30% of overall loan to value guideline (12.3(d))
Yes/No _YES _If no, please explain.

Please note, the LTV guideline for the Invesco Core Real Estate USA, L.P. is 35%. The
Fund’s leverage at December 31, 2012 was 20.8%. Shortly after quarter end, the Fund’s
line of credit was paid off bringing the loan to value ratio down to 19.1%.

The use of leverage allows a Fund to enhance both portfolio returns as well as increase
the overall diversification (potentially reducing risk) of a Fund’s property
portfolio. Generally speaking, increasing levels of leverage can also add volatility to a
real estate portfolio. The objective of minimizing volatility is the key reason that the
overall range of leverage for core funds falls into a conservative range of between 20%
and 40%. The Fund’s long term objective is to maintain a debt level between 20% and
25%.

Signed by: Mary C. Carroll, Compliance Director

Dated:

February 1, 2013

Name of Firm Invesco Real Estate



lnvesco Invesco Real Estate

Three Galleria Tower, Suite 500
13155 Noel Road
Dallas, TX 75240

Invesco Core Real Estate ~ U.S.A., L.P.

As a commingled investment fund, the sole governing document is the Amended and Restated Limited
Partnership Agreement for Invesco Core Real Estate — U.S.A., L.P., dated November 3, 2011 and effective
July 1, 2011. Given the commingled structure, and unlike typical separate account investments, there is
no separate, client-specific Investment Policy Agreement necessary or allowed.

However at this time, we are able to offer the following confirmations in lieu:

1. The Fund is in full compliance with the Limited Partnership Agreement, and more
specifically, Article 2.6 “Purposes” which outlines the investment guidelines and restrictions
for the Fund. In summary, the Fund will invest in core properties with a focus on
investments with stable income and quality locations. Core style investments include
existing, substantially leased (typically 70% or greater occupancy at the time of investment)
income-producing industrial, multifamily, retail and office properties located principally in
metropolitan areas that exhibit reasonable economic diversification. Core properties
typically demonstrate predictable and stable income flows with a high proportion of
anticipated total return arising from current income and cash flow (appreciation is expected
to contribute 33% or less to the total return). Core properties also generally require quality
construction and design features. Furthermore, core properties generally are those
properties whose type and location provide assurance of a pool of qualified potential
purchasers upon the sale of the property. The Fund may invest up to 15% of its assets in
“value-added” type real estate investment opportunities.

2. The Fund continues to operate as a VCOC {venture capital operating company}. As such,
Fund Assets are not considered to be plan assets under ERISA. Furthermore, per Article 9.6,
in the event the Fund were to lose VCOC status, the Investment Manager would agree to
become a fiduciary under ERISA and to qualify as an “investment manager” and "QPAM” for
ERISA purposes.

3. The Representations by Invesco, as Manager of the Fund, and outlined in the Subscription
Agreement, remain true and correct.



SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

February 26, 2013 Agenda Item 4.0

TO: Board of Retirement
FROM: David Bailey, Chief Executive Officer

SUBJECT: Request to Deduct San Mateo County Retired Personnel Association {“SCORPA”")
Annual Membership Dues from Consenting Members’ Benefits

Staff Recommendation:
Approve SCORPA’s request to deduct its annual membership dues from consenting members’
benefits and waive the administrative costs for implementing and maintaining the deduction.

Background:

SCORPA was established in 1975 to provide a representative voice for all San Mateo County
Retirees before the Board of Supervisors, the Retirement Board (SamCERA), and the California
Retired County Employees Association (CRCEA). SCORPA would like to increase its membership.

Discussion:

On August 17, 2012, the Governor approved SB 1382 which added and amended several
Government Code sections relating to “recognized retiree organizations” effective 2013. The
new law defines a "recognized retiree organization" as an organization in which a majority of
the members of the organization are retired members of the system and which the board, upon
request, has approved recognition. (GC 31471.5.) The Board already “recognized” SCORPA in
2006 when the Board appointed John Murphy as the first retiree alternate from a nomination
submitted by SCORPA. At the time of Mr. Murphy’s appointment, the Board determined that
SCORPA was deemed to be a "qualified retiree organization" for purposes of [GC 31520.5]
because a majority of the members of SCORPA are retired members of SamCERA.

The new law allows, conditioned upon the Board’s approval, and upon the member’s written
authorization, the deduction for payments to a recognized retiree organization. (GC31452.5
(a)(7).) The new law also provides that: “The board may charge a reasonable fee for the making
of the deductions and payments.” (GC 31452.5 (c).)

SCORPA’s President, Linda Bruzzon, approached Staff with a request from SCORPA to the Board
to implement a new system allowing retirees to have annual membership dues for SCORPA
automatically deducted from their benefit. Staff has estimated that SamCERA would incur a
onetime Pension Gold programming cost of $330 and that the ongoing administrative costs
would be de minimus. As SCORPA assists SamCERA in communicating important benefit
information to retirees, and due to the low cost for this deduction, Staff recommends that the
Board not charge a fee for SCORPA at this time. If the costs increase for admlmstratmg this
deduction, Staff would advise the Board.

Attachments: None



SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

February 26, 2013 Agenda Item 5.2
TO: Board of Retirement

FROM: David Bailey, Chief Executive Officer é %
SUBJECT: Approval to Issue Request for Proposal for Actuarial Auditing Firm

Staff is discussing with Milliman, Inc. whether an actuarial audit would be most appropriate as
of June 30, 2013 or a year later on June 30, 2014. We will provide more information and a
recommendation at the Board meeting.
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SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

February 26, 2013 | Agenda ltem 6.1

TO: Board of Retirement ,
1Lk o

FROM: Michael Coultrip, Chief Investment Officer
SUBJECT: Preliminary Monthly Portfolio Performance Report for the Period Ending January
31, 2013

Staff Recommendation:
Staff recommends the Board accept the preliminary performance report dated January 31, 2013.

Background:

This preliminary report is intended to provide a high-level view of the portfolio and its trends. Itis

not intended to provide short-term performance upon which the Board would act. As discussed
previously, preliminary performance estimates are now included for Angelo Gordon’s PPIP, AQR'’s
risk parity, and AQR’s hedge fund portfolios. The quarterly performance metrics are not yet
available for our private equity and real estate portfolios. The performance for these portfolios
will be reflected in the quarterly performance report generated by SIS.

The attached performance report now shows both net and gross of fee returns for the total plan.
Page one shows the net of investment manager fee performance results for the total fund (in the
top left quadrant), while page two shows gross of fee returns.

Discussion:

. The fund’s net preliminary return for January was +3.1%, while the trailing twelve month return

was +12.5% net (+12.9% gross). The twelve-month return is above (on a net and gross basis) both
the Actuarial Discount Rate of 7.50% and SamCERA's Total Plan Policy Benchmark rate of 12.3%.
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.

January was a strong month for equity markets, with the broad U.S. equity market up 5.5%. In
addition, the Russell 2000 Index reached an all-time high and the S&P 500 touched 1500 for the
first time in over 5 years. Value stocks significantly outperformed growth stocks in the large and
mid-capitalization spectrum while growth outperformed in small-capitalization space. Developed
international equity indices were also up sharply during the month with the MSCI World ex-US
higher by 4.1% and emerging markets up 1.4%.

The general fixed income market was negative (-0.70%) as long-term interest rates rose to just
under 2.0% from just under 1.8% at year-end. Most ‘spread’ sectors outperformed duration-
matched Treasuries, with the exception of mortgages. High yield (+1.4%) had another very strong
month.

Attachments:
SIS Market Update
State Street Performance Report



MARKET UPDATE

FOR JANUARY 2013

U.S. EQuIty

January certainly was a strong month for global equity
markets as all equity indices were up 4-7%.

For the month of January in the U.S., Value
outperformed Growth (in large caps) and Small caps
outperformed Large caps. The Russell 1000 Growth
Index was up +4.3% for the month and the Russell 1000
Value Index was up +6.5%. The Russell 2000 Growth
Index was up +6.6% and the Russell 2000 Value was up
+6.0%. The S&P 500 Index ended the month up +5.2%

The S&P 500 Index has a trailing P/E ratio of 17.5 and a
forward 12-month estimate P/E ratio of 13.3 and
dividend yield of 2.2%.

Corporate merger highlights for the month included:
Knight Capital will sell itself to Getco Holding in a deal
valued at $1.4 billion; Dish Network made a $2.3 billion
bid for Clearwire, trumping Sprint Nextel’s $2.2 billion
offer; Switzerland’s biggest watch maker, Swatch Group,
will pay about $1 billion to acquire Canada’s Harry
Winston watch and jewelry brand; Bill Gates is leading a
group of U.S. investors committing $1 billion for a stake
in Egypt’s Orascom Construction Industries; AT&T will
acquire Alltel U.S. wireless operations for about $780
million to boost its spectrum in rural areas; Microsoft is
in discussions to invest $1 to $3 billion of mezzanine
financing in a possible buyout of Dell; and, US Airways
and American Airlines are reportedly in the final stages
of negotiating a merger.

FIXED INCOME

The Commerce Dept. reported that gross domestic
product contracted by a -0.1% annual rate in the 4
quarter, down from +3.1% in the 3t quarter. The
headline number was distorted by one-off factors and it
is estimated that underlying growth was more like
+2.7%. Large declines in defense spending, inventories,
and trade detracted from fourth quarter growth.

The pace of U.S. job growth slowed slightly in
December, keeping the unemployment rate steady at
7.8%.

The U.S. federal deficit narrowed to its best December
monthly result in five years, but is on track to top §1
trillion for the fifth straight fiscal year.

The Labor Dept. reported that its Consumer Price Index
rose 1.7% in 2012 following a 3.0% increase in 2011.

Long-term interest rates rose in the month of January.
The bellwether 10-year Treasury note ended the month
yvielding 1.99% up from 1.78% at the close of December.
At month-end, the 30-year bond yield was 3.17% with
the 3-month T-bill at 0.1%. The Barclays Capital US
Aggregate Index was down -0.70% in January. High
Yield was the strongest sector up +1.4% as measured by
the BofA Merrill Lynch US High Yield Master II index.

The House of Representatives passed an extension of
borrowing authority under the federal debt limit to May
19th,

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

THE GOOD

*The Institute of Supply Management reported that its
index of national factory activity rose to 50.7 in
December up from 49.5 in November.

*The Institute of Supply Management reported that its
services index rose to 56.1 in December from 54.7 in
Novembet.

*U.S. wholesale prices fell for the third month in a row
in December as the Producer Price Index dropped -
0.2%, the latest evidence that inflation is tame.

*U.S. home prices in November extended their steady
recovery from the housing bust, rising 7.4% compared to
a year ago.

*Retail sales rose 0.5% in December from November,
slightly better than November’s 0.4% increase.

*The Commerce Dept. reported that housing starts
surged 12.1% in December to a 954,000 unit annual rate,
the fastest pace in over four years.

*The Commerce Dept. reported that orders for durable
goods increased 4.6% in December, driven by a 10%
gain in aircraft orders.

*The Commerce Dept. reported that consumer spending
rose +0.2% in December, slightly slower than the +0.4%
increase in November. Income jumped +2.6% in
December, the largest gain since December 2004.

*The Conference Board’s index of leading economic
indicators rose +0.5% in December. Five of the ten
component indicators flashed positive signals.

Strategic Investment Solutions, Inc.
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MARKET UPDATE

FOR JANUARY 2013

THE NOT SO GOOD

*The Commerce Dept. reported that construction
spending dipped -0.3% in November following a
downwardly revised gain of 0.7% in October.

*The Commerce Dept. reported that orders for factory
goods were unchanged in November after gaining 0.8%
in October.

*Consumer credit expanded at an annual rate of 7.0% in
November, up from 6.2% in October.

*The Philadelphia Fed’s manufacturing index went
negative in January, slipping to a -5.8 in January from a
+4.6 in December.

*The Richmond’s Fed index of manufacturing activity
fell in January to a -12 from +5 in December.

*Retail sales are forecast to rise 3.4% in the U.S. in 2013,
down from 4.2% growth in 2012, as higher payroll taxes
cut into discretionary spending for consumers.

The University of Michigan consumer sentiment
declined to 71.3 in a preliminary January number from
72.9 in December 2012, the lowest level since December
2011. The Conference Board reported that consumer
attitudes dropped more than expected to 58.6 in January,
the lowest level since November 2011.

NON-U.S. MARKETS

Gross domestic product for the U.K. fell by -0.3% in the
4t quarter as production fell -1.8% and services were
unchanged. Industrial production rose by +0.3% in
November, its first gain since July. However, this left
overall output down -2.4% from a year earlier.

The International Monetary Fund forecast the eurozone
economy will contract by -0.2% in 2013, after shrinking
by -0.4% in 2012. Production for the overall eurozone
unexpectedly fell -0.3% in November, the third
consecutive decline. German activity data remains
downbeat. Real factor orders fell 1.8% in November, the
third decline in the last four months. Spain’s
unemployment rate hit a record 26.0% in the 4% quarter,
leaving almost six million people out of work.

As widely expected, the Bank of Japan enhanced its
monetary policy accommodation. The Bank adopted a
formal inflation target of 2.0%, moving up from its
previous goal of 1.0%. The Bank of Japan also shifted to
an open-ended asset purchasing method. Industrial
production continued to fall in Japan in November.

Output dropped -1.4%, its fourth decline in the past five
months, leaving it down -5.5% from a year earlier.
Consumer confidence also continues to erode in
December. The cabinet office index fell another -0.2
point on the month to 39.2, the fourth consecutive
decline to the lowest reading in a year.

China’s economy grew at a modest 7.9% in the 4t
quarter, its weakest pace since 1999. China’s auto sales
rose 7.1% in 2012 to 15.5 million units, topping the 14.5
million vehicles sold in the U.S.

Non-U.S. equities were up for the month of January. The
MSCI ACWI Ex-U.S. was up +4.1% (US dollars) in
December. Developed stocks (EAFE) were up +5.3%
while Emerging Markets rose by +1.4% for the month.

CONCLUSION

The American Taxpayer Relief Act has lifted the
immediate uncertainly of the fiscal cliff. Nevertheless,
tax increases will impose an obstacle to growth in the
first half of 2013. The initial direct impact of the federal
tax changes total approximately $250 billion for 2013.
The return of the FICA tax rate to 6.2% is estimated to
be the largest component at $127 billion. The other
federal tax changes that become effective include:

*A 4.6% increase in the top marginal tax rate to 39.6%
*A phase out of itemized deductions for high-earners
*An increase in the tax rate to 20% for capital gains and
dividends for high-earners

These taxes amount to a reduction in real household
income of 2.6%.

Almost all major forecasters of U.S. growth are expecting
about the same thing in 2013. The consensus is 2.0%
with essentially no range. The IMF released its world
economic outlook update forecasting that overall world
GDP is expected to rise 3.5% in 2013 up from the 3.2%
growth estimated for 2012.

January was a strong up market for global equity markets.
As we stated in last month’s letter, The January
Barometer and The First Five Days in January Indicator
are predicting a good calendar year 2013 for equity
markets.

Strategic Investment Solutions, Inc.

Page 2



Monthly Market Update

US Equity Indices Trailing Performance

Ann_ualized Performance to Date: 1 3 YD 1 2 3 5 7 10
Ending Jan-13 Month Months Year Years Years Years Years Years
Russell 3000 Index 5.49 7.61 5.49 16.90 10.19 14.60 4.44 4.65 8.53
Russell TOP 200 Index 4.82 5.85 4.82 16.53 10.45 13.46 3.46 4.29 7.16
Russell TOP 200 Growth Index 3.54 4.29 3.54 12.98 10.14 13.90 5.56 5.66 7.43
Russell TOP 200 Value Index 6.08 7.39 6.08 20.15 10.78 13.00 131 2.89 6.89
S&P 500 Index 5.18 6.75 5.18 16.78 10.32 14.14 3.97 4.48 7.93
Russell 1000 Index 5.42 7.36 5.42 17.03 10.30 14.48 428 4.68 8.36
Russell 1000 Growth Index 4.29 6.00 4.29 13.43 9.69 14.61 5.70 5.53 8.24
Russell 1000 Value Index 6.50 8.65 6.50 20.58 10.84 14.30 2.70 3.69 8.32
Russell Mid-Cap Index 6.84 11.04 6.84 18.14 9.91 16.99 6.37 5.70 11.61
Russell Mid-Cap Growth Index 6.17 10.48 6.17 14.63 8.88 16.76 6.22 5.43 11.09
Russell Mid-Cap Value Index 7.42 11.52 7.42 21.34 10.81 17.21 6.27 5.65 11.74
Russell 2000 Index 6.26 10.63 6.26 15.47 8.98 15.98 6.31 441 10.70
Russell 2000 Growth Index 6.58 10.49 6.58 13.63 9.20 17.02 6.85 4.92 10.81
Russell 2000 Value Index 5.96 10.76 5.96 17.29 8.69 14.88 5.63 3.79 10.45
DJ US REIT Index 3.39 6.76 3.39 13.78 13.09 21.62 5.89 4.68 12.18
DJ-UBS US Commodity Index TR 2.40 -0.22 2.40 -1.13 -6.75 343 -5.51 -1.27 3.57
DJ-UBS US Gold Index TR -0.95 -3.55 -0.95 -5.24 10.84 1451 11.43 15.32 15.28
Non-US Indices Trailing Performance
Ann_ualized Performance to Date: 1 3 YD 1 2 3 5 7 10
Ending Jan-13 Month Months Year Years Years Years Years Years
MSCI AC World Index ex USA 4.09 9.78 4.09 14.40 2.40 7.51 0.37 3.60 11.06
MSCI AC World Index 4.64 8.48 4.64 15.47 5.85 10.43 2.02 4.03 9.48
MSCI EAFE Index 5.29 11.31 5.29 17.83 3.46 7.44 -0.30 2.55 9.73
MSCI Emerging Markets index 1.39 7.72 1.39 8.01 0.57 7.50 2.35 7.31 17.10
ML Global Government Bond Ex. U.S. Index -3.12 -6.39 -3.12 -6.53 1.37 3.75 4.85 6.15 5.86
Euro 2.96 4.75 2.96 3.69 -0.50 -0.79 -1.72 1.60 2.37
Japanese Yen -5.25 -12.42 -5.25 -16.45 -5.25 -0.22 3.10 3.62 2.77
UK Pound Sterling -2.46 -1.59 -2.46 0.47 -0.51 -0.35 -4.42 -1.62 -0.36
US Fixed Income Indices Trailing Performance
Ann_ualized Performance to Date: 1 3 YD 1 2 3 5 7 10
Ending Jan-13 Month Months Year Years Years Years Years Years
ML 3-month T-bill Total Return Index 0.00 0.03 0.00 0.11 0.10 0.11 0.42 1.71 1.77
BarCap Aggregate Bond Index -0.70 -0.68 -0.70 2.59 5.58 541 5.45 5.75 5.10
ML U.S. Corp/Govt Master Index -0.83 -0.75 -0.83 3.15 6.34 5.97 5.47 5.81 5.17
ML U.S. Corporate Master Index -0.72 -0.82 -0.72 7.24 8.41 8.14 7.31 6.71 6.20
BarCap Mortgage Backed Securities Index -0.50 -0.54 -0.50 1.66 411 4.09 5.18 5.66 5.00
ML U.S. High Yield Master Index 1.35 3.68 1.35 13.77 9.44 11.54 10.49 8.97 10.07
JPM EMBI Global -1.42 1.04 -1.42 14.83 12.96 12.26 9.96 9.36 11.22




San Mateo County
Total Fund Characteristics

January 31, 2013

SamCERA

Net Performance
15 4

Asset Allocation

Ending Market Value ($)

Allocation (%)

DOMESTIC EQUITY 1,034,808,590 38.3
INTERNATIONAL EQUITY 515,231,618 19.1
& 107 PRIVATE EQUITY 44,530,452 16
£ RISK PARITY 167,743,644 6.2
=]
@ HEDGE FUND 71,327,085 26
¥ 519
COMMODITIES 77,101,576 2.9
- FIXED INCOME 569,619,836 21.1
0 = o T o REAL ESTATE 153,983,862 5.7
1 Mth 3 Mth  Fiscal Year... 1 Year 3 Year 5 Year CASH 69,015,260 26
Il TOTAL FUND [ SAMCERA TOTAL PLAN POLICY BENCHMARK TOTAL FUND 2,703,361,923 100.0
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TOTAL FUND 3.06 5.26 10.71 1246 1044 322 7.38 643 Others 11%
SAMCERA TOTAL PLAN POLICY BENCHMARK 324 543 10.20 1227 1129 441 832 6.78 REAL ESTATE 6%
DOMESTIC EQUITY
Excess 019  -0.16 0.50 019 -0.85 -1.19 -0.94 -0.35 38%
TOTAL FIXED
INCOME 21%

Cumulative Returns

RISK PARITY 6%

INT'L EQUITY 19%
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San Mateo County
Composite Return Summary

January 31, 2013

SamCERA

Return Comparison

17.50
—~ 14.00
g
= 1050
e
2 700
[]
X 35
0.00
1 Month YTD FYTD 1 Year 3 Year 5 Year ITD
Il TOTAL FUND [ SAMCERA TOTAL PLAN POLICY BENCHMARK
CompositeTotal Returns (Gross)
Market
Value ($) 1 Mth 3 Mth YTD FYTD 1 Year 3 Year 5 Year ITD
Total Fund 2,703,361,923 3.06 5.35 3.06 10.92 12.90 10.84 3.47 6.52
SAMCERA TOTAL PLAN POLICY BENCHMARK 3.24 5.43 3.24 10.20 12.27 11.29 4.41 6.78
Excess -0.18 -0.08 -0.18 0.72 0.63 -0.45 -0.94 -0.26
Total Equity 1,550,040,208 4.44 7.62 4.44 13.55 15.17 11.56 2.15 7.22
SAMCERA TOTAL EQUITY BENCHMARK 5.09 8.68 5.09 14.59 16.00 12.36 3.34 7.56
Excess -0.66 -1.06 -0.66 -1.04 -0.83 -0.81 -1.19 -0.34
Total Fixed Income 569,619,836 0.44 1.73 0.44 6.96 10.75 9.12 7.10 6.37
SAMCERA TOTAL FIXED INCOME BENCHMARK 077 -0.83 -0.77 2.08 3.52 6.20 5.92 5.88
Excess 1.21 2.55 1.21 4.88 7.23 2.92 1.19 0.49
Total Risk Parity 167,743,644 0.79 3.73 0.79 10.99 11.84 10.74
RISK PARITY BENCHMARK 3.01 4.26 3.01 7.77 11.16 7.72
Excess 2.22 -0.53 2.22 3.22 0.68 3.02
Hedge Funds 71,327,085 1.39 3.28 1.39 5.34 5.36 2.94
LIBOR + 4% 0.34 1.04 0.34 2.44 4.24 4.23
Excess 1.05 2.24 1.05 2.90 112 -1.29
Private Equity 44,530,452 0.28 0.44 0.28 -0.13 11.23 -65.28
PRIVATE EQUITY BENCHMARK 5.73 8.39 5.73 14.26 20.37 16.96
Excess -5.46 -7.94 -5.46 -14.39 -9.13 -82.24
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San Mateo County
Composite Return Summary

January 31, 2013

SamCERA

CompositeTotal Returns (Gross)

V’\glatljrg ((eé) 1 Mth 3 Mth YTD FYTD 1 Year 3 Year 5 Year ITD
Commodities 77,101,576 3.04 1.17 3.04 10.30 12.06 1.86
DJ-UBS COMMODITY 2.39 -0.24 2.39 5.15 -1.22 -8.53
Excess 0.65 1.42 0.65 5.15 13.28 10.39
Total Real Estate 153,983,862 0.00 3.11 0.00 6.00 9.70 14.39 -0.63 7.72
SAMCERA NCREIF NFI ODCE EW (Gross) 0.00 2.54 0.00 5.40 11.26 14.13 -0.73 7.71
Excess 0.00 0.57 0.00 0.59 -1.56 0.26 0.10 0.01
Total Cash 69,015,260 0.05 0.10 0.05 0.29 0.61 0.80 0.29 2.49
91 DAY TREASURY BILL 0.00 0.03 0.00 0.07 0.11 0.11 0.42 2.42
Excess 0.05 0.07 0.05 0.22 0.50 0.69 -0.13 0.07

30f13



San Mateo County
Manager Return Summary

January 31, 2013

SamCERA

Manager Returns (Gross)

$ EMV 1 Mth 3 Mth FYTD Cal YTD 1Year 3 Year 5 Year ITD
TOTAL EQUITY 1,550,040,208 4.44 7.62 13.55 4.44 15.17 11.56 2.15 7.22
SAMCERA TOTAL EQUITY BENCHMARK 5.09 8.68 14.59 5.09 16.00 12.36 3.34 7.56
Excess -0.66 -1.06 -1.04 -0.66 -0.83 -0.81 -1.19 -0.34
TOTAL DOMESTIC EQUITY 1,034,808,590 4.60 7.20 12.07 4.60 15.53 14.15 3.88 7.51
SAMCERA DOMESTIC EQUITY BENCHMARK 5.59 8.01 12.56 5.59 16.74 14.82 474 7.73
Excess -0.99 -0.81 -0.49 -0.99 -1.21 -0.67 -0.86 -0.22
LARGE CAP COMPOSITE 847,953,551 4.61 6.55 11.63 4.61 15.92 13.20 3.42 8.22
RUSSELL 1000 INDEX 5.42 7.36 12.21 5.42 17.03 14.48 4.28 8.56
Excess -0.82 -0.81 -0.58 -0.82 -1.11 -1.28 -0.86 -0.34
DE SHAW INVESTMENT MGT, LLC 134,924,700 5.43 7.65 1251 5.43 19.08 15.14 16.17
RUSSELL 1000 INDEX 5.42 7.36 12.21 5.42 17.03 14.48 15.45
Excess 0.00 0.29 0.30 0.00 2.05 0.66 0.71
T. ROWE PRICE ASSOCIATES 315,865
S&P 500 5.18
Excess
BARROW HANLEY 138,216,442 5.16 7.34 13.64 5.16 17.90 13.60 14.97
Russell 1000 Value Index 6.50 8.65 15.15 6.50 20.58 14.30 15.42
Excess -1.34 -1.32 -1.51 -1.34 -2.68 -0.70 -0.46
BLACKROCK LARGE GROWTH 140,630,403 4.29 6.03 4.29 6.03
Russell 1000 Growth Index 4.29 6.00 4.29 6.00
Excess 0.00 0.03 0.00 0.03
BLACKROCK S&P 500 433,866,132
S&P 500 5.18 5.18
Excess
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San Mateo County
Manager Return Summary

January 31, 2013

SamCERA

Manager Returns (Gross)

$ EMV 1 Mth 3 Mth FYTD Cal YTD 1Year 3 Year 5 Year ITD
SMALL CAP COMPOSITE 131,838,289 6.21 1131 15.51 6.21 16.14 18.51 5.85 5.89
RUSSELL 2000 INDEX 6.26 10.63 13.91 6.26 15.47 15.98 6.31 6.51
Excess -0.05 0.68 1.59 -0.05 0.66 2.52 -0.46 -0.62
BOSTON COMPANY ASSET MGT, LLC 60,976,492 6.35 12.25 17.04 6.35 18.99 15.84 17.17
RUSSELL 2000 VALUE INDEX 5.96 10.76 15.57 5.96 17.29 14.88 15.91
Excess 0.39 1.49 1.47 0.39 1.70 0.96 1.26
CHARTWELL INVESTMENT MGMT 70,576,878 6.65 11.27 15.58 6.65 17.90 21.24 6.87 7.77
RUSSELL 2000 GROWTH 6.58 10.49 12.23 6.58 13.63 17.02 6.85 6.37
Excess 0.07 0.77 3.34 0.07 4.27 4.23 0.02 1.40
JENNISON ASSOCIATES 284,919
RUSSELL 2000 INDEX 6.26
Excess
TOTAL INTERNATIONAL EQUITY 515,231,618 4.12 8.47 16.63 4.12 13.89 5.83 -1.87 5.79
MSCI AC WORLD ex US (GROSS) 4.09 9.78 18.48 4.09 14.40 7.51 0.37 5.76
Excess 0.04 -1.31 -1.85 0.04 -0.51 -1.68 -2.24 0.03
BAILLIE GIFFORD OVERSEAS LIMITED 172,077,090 5.09 8.94 19.28 5.09 11.69
MSCI ACWI ex US GROWTH (GROSS) 3.57 8.92 16.93 3.57 9.00
Excess 1.52 0.02 2.35 1.52 2.69
EATON VANCE MANAGEMENT 64,280,138 2.34 8.20 14.84 2.34 6.15
MSCI Em Markets (USD) GDR 1.39 7.72 15.52 1.39 5.39
Excess 0.95 0.48 -0.68 0.95 0.76
MONDRIAN INVESTMENT PARTNERS 221,355,419 4.24 8.29 14.75 4.24 12.68 7.07 0.14 6.32
MSCI ACWI EX US VALUE (GROSS) 4.60 10.67 20.07 4.60 14.87 6.96 0.44 6.49
Excess -0.36 -2.37 -5.32 -0.36 -2.19 0.12 -0.30 -0.17
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San Mateo County
Manager Return Summary

January 31, 2013

SamCERA

Manager Returns (Gross)

$ EMV 1 Mth 3 Mth FYTD Cal YTD 1Year 3 Year 5 Year ITD
PYRAMIS 54,803,584 3.07 8.58 19.29 3.07 9.02
MSCI ACWI ex US Small Cap Gross 4.34 9.44 18.96 4.34 8.52
Excess -1.27 -0.87 0.33 -1.27 0.50
TOTAL FIXED INCOME 569,619,836 0.44 1.73 6.96 0.44 10.75 9.12 7.10 6.37
SAMCERA TOTAL FIXED INCOME BENCHMARK -0.77 -0.83 2.08 -0.77 3.52 6.20 5.92 5.88
Excess 121 2.55 4.88 1.21 7.23 2.92 1.19 0.49
ABERDEEN ASSET MANAGEMENT 1,727
Barclays Aggregate Bond -0.70
Excess
ANGELO GORDON GECC PPl FUND 19,627,735 4.55 8.15 24.55 4.55 36.70 20.74 22.54
Barclays BA Intermediate High Yield Index 0.84 2.58 7.86 0.84 12.07 11.13 11.63
Excess 3.71 5.57 16.69 3.71 24.64 9.61 10.91
ANGELO GORDON MANAGEMENT 18,375,000 0.00 0.00 0.00
Barclays BA Intermediate High Yield Index 0.84 0.84 1.90
Excess -0.84 -0.84 -1.90
PYRAMIS GLOBAL ADVISORS 148,221,759 -0.52 -0.17 2.22 -0.52 4.65 6.93 6.82 6.32
Barclays Aggregate Bond -0.70 -0.68 1.09 -0.70 2.59 541 5.45 5.75
Excess 0.18 0.52 1.13 0.18 2.07 1.53 1.38 0.56
WESTERN ASSET MGMT 119,128,896 -0.38 0.06 3.77 -0.38 10.72 8.36 6.89 6.11
Barclays Aggregate Bond -0.70 -0.68 1.09 -0.70 2.59 541 5.45 5.18
Excess 0.32 0.75 2.69 0.32 8.13 2.95 1.44 0.93
BRIGADE CAPITAL MANAGEMENT 59,297,805 1.70 4.25 10.29 1.70 15.31 11.65
Barclays BA Intermediate High Yield Index 0.84 2.58 7.86 0.84 12.07 10.46
Excess 0.86 1.67 243 0.86 3.24 1.19
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San Mateo County
Manager Return Summary

January 31, 2013

SamCERA

Manager Returns (Gross)

$ EMV 1 Mth 3 Mth FYTD Cal YTD 1Year 3 Year 5 Year ITD
BROWN BROTHERS HARRIMAN & CO 83,160,657 -0.76 -0.74 2.57 -0.76 4.74 8.97
Barclays US TIPS Index -0.76 -0.99 2.13 -0.76 4.01 8.76
Excess 0.00 0.25 0.44 0.00 0.74 0.21
FRANKLIN TEMPLETON INVESTMENTS 121,806,257 1.97 5.35 14.83 1.97 16.47 9.89
Barclays Multiverse -0.81 -1.01 2.24 -0.81 2.20 457
Excess 2.78 6.36 12.59 2.78 14.26 5.32
TOTAL PRIVATE EQUITY 44,530,452 0.28 0.44 -0.13 0.28 11.23 -65.28
PRIVATE EQUITY BENCHMARK 5.73 8.39 14.26 5.73 20.37 16.96
Excess -5.46 -7.94 -14.39 -5.46 -9.13 -82.24
TOTAL RISK PARITY 167,743,644 0.79 3.73 10.99 0.79 11.84 10.74
RISK PARITY BENCHMARK 3.01 4.26 7.77 3.01 11.16 7.72
Excess -2.22 -0.53 3.22 -2.22 0.68 3.02
AQR GLOBAL RISK PREM III LP 167,743,644 0.79 3.73 10.99 0.79 11.84 10.74
RISK PARITY BENCHMARK 3.01 4.26 7.77 3.01 11.16 7.72
Excess -2.22 -0.53 3.22 -2.22 0.68 3.02
HEDGE FUND COMPOSITE 71,327,085 1.39 3.28 5.34 1.39 5.36 2.94
LIBOR + 4% 0.34 1.04 2.44 0.34 4.24 4.23
Excess 1.05 2.24 2.90 1.05 1.12 -1.29
AQR DELTA FUND II, L.P. 71,327,085 1.39 3.28 5.34 1.39 5.36 2.94
LIBOR + 4% 0.34 1.04 2.44 0.34 4.24 4.23
Excess 1.05 2.24 2.90 1.05 1.13 -1.29
TOTAL COMMODITIES 77,101,576 3.04 1.17 10.30 3.04 12.06 1.86
DJ-UBS COMMODITY 2.39 -0.24 5.15 2.39 -1.22 -8.53
Excess 0.65 1.42 5.15 0.65 13.28 10.39
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San Mateo County
Manager Return Summary

January 31, 2013

SamCERA

B

&,
= ]
s

Manager Returns (Gross)

$ EMV 1 Mth 3 Mth FYTD Cal YTD 1Year 3 Year 5 Year ITD
SSGA MULTISOURCE ACT COMM NL 77,101,576 3.04 117 10.30 3.04 12.06 1.86
DJ-UBS COMMODITY 2.39 -0.24 5.15 2.39 -1.22 -8.53
Excess 0.65 1.42 5.15 0.65 13.28 10.39
TOTAL REAL ESTATE 153,983,862 0.00 3.11 6.00 0.00 9.70 14.39 -0.63 7.72
SAMCERA NCREIF NFI ODCE EW (Gross) 0.00 2.54 5.40 0.00 11.26 14.13 -0.73 7.71
Excess 0.00 0.57 0.59 0.00 -1.56 0.26 0.10 0.01
INVESCO REAL ESTATE 153,983,862 0.00 3.11 6.00 0.00 9.70 14.39 -0.63 6.34
SAMCERA NCREIF NFI ODCE EW (Gross) 0.00 2.54 5.40 0.00 11.26 14.13 -0.73 6.09
Excess 0.00 0.57 0.59 0.00 -1.56 0.26 0.10 0.25
TOTAL CASH 69,015,260 0.05 0.10 0.29 0.05 0.61 0.80 0.29 2.49
91 DAY TREASURY BILL 0.00 0.03 0.07 0.00 0.11 0.11 0.42 2.42
Excess 0.05 0.07 0.22 0.05 0.50 0.69 -0.13 0.07
SAMCERA GENERAL ACCOUNT 54,312,424 0.03 0.05 0.13 0.03 0.21 0.27 0.68 2.55
SAMCERA TREASURY & LAIF 14,702,836 0.05 0.18 0.42 0.05 0.77 0.98 0.25 3.25
TOTAL FUND 2,703,361,923 3.06 5.35 10.92 3.06 12.90 10.84 3.47 6.52
SAMCERA TOTAL PLAN POLICY BENCHMARK 3.24 5.43 10.20 3.24 12.27 11.29 4.41 6.78
Excess -0.18 -0.08 0.72 -0.18 0.63 -0.45 -0.94 -0.26
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San Mateo County
Accounting Change in Market Value Details

January 31, 2013

Record of Asset Growth

TOTAL FUND
Beginning Market Value
Contributions
Withdrawals
Income Received
Gain/Loss

Ending Market Value

Net Asset Values over Time ($000)
3,000

2,500 -

2,090 2,083

2,101

2,000 +
1,652 1,688
1,539
1,500 o 1,506
1,000
500 -
O [ -

Apr-08 Jul-08 Oct-08 Jan-09 Apr-09 Jul-09 Oct-09 Jan-10 Apr-10 Jul-10 Oct-10 Jan-11

One Quarter

2,520,338,825
1,385,566,883
1,353,757,600
11,837,419
123,626,395
2,703,361,923

2,372

2,254

Apr-11

One Year

2,361,572,558
2,427,857,694
2,691,001,728
47,593,923
257,995,321
2,703,361,923

2,450

I I I |

Jan-12  Apr-12  Jul-12 Oct-12 Jan-13

2,703
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San Mateo County
Asset Allocation

January 31, 2013

e

SamCERA

Actual vs Target Weights
36.0 -

31.5 A
27.0 A
22.5 A

18.0 A

Weight (%)

13.5 4

9.0 1

4.5 4

0.0 -

B Actual M Target

% Portfolio Weight

Min Actual Target Deviation Max

DOMESTIC LARGE CAP 25.0 314 28.0 3.4 31.0
BLACKROCK S&P 500 3.5 16.0 6.5 9.5 9.5
DE SHAW INVESTMENT MGT, LLC 1.3 5.0 4.3 0.7 7.3
T. ROWE PRICE ASSOCIATES 1.3 0.0 4.3 -4.2 7.3
BARROW HANLEY 3.5 5.1 6.5 -1.4 9.5
BLACKROCK LARGE GROWTH 35 5.2 6.5 -1.3 9.5
DOMESTIC SMALL CAP 4.0 4.9 7.0 -2.1 10.0
BOSTON COMPANY ASSET MGT, LLC 0.0 2.3 1.8 0.5 4.8
CHARTWELL INVESTMENT MGMT 0.0 2.6 1.8 0.9 4.8
JENNISON ASSOCIATES 0.5 0.0 35 -3.5 6.5
INTERNATIONAL EQUITY 15.0 191 18.0 11 21.0
BAILLIE GIFFORD OVERSEAS LIMITED 3.0 6.4 6.0 0.4 9.0
EATON VANCE MANAGEMENT 0.0 2.4 2.3 0.1 5.3
MONDRIAN INVESTMENT PARTNERS 5.0 8.2 8.0 0.2 11.0
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San Mateo County
Asset Allocation pree

January 31, 2013 SamCERA

% Portfolio Weight

Min Actual Target Deviation Max

PYRAMIS 0.0 2.0 1.8 0.3 4.8
TOTAL FIXED INCOME 19.0 211 22.0 -0.9 25.0
ABERDEEN ASSET MANAGEMENT 1.8 0.0 3.8 -3.7 5.8
ANGELO GORDON GECC PPI FUND 0.0 0.7 1.6 -0.9 3.6
BRIGADE CAPITAL MANAGEMENT 0.0 2.2 1.6 0.6 3.6
BROWN BROTHERS HARRIMAN & CO 1.0 3.1 3.0 0.1 5.0
FRANKLIN TEMPLETON INVESTMENTS 25 45 45 0.0 6.5
WESTERN ASSET MGMT 1.8 4.4 3.8 0.7 5.8
PYRAMIS GLOBAL ADVISORS 1.8 55 3.8 1.7 6.8
PRIVATE EQUITY 8.0 1.6 8.0 -6.4 8.0
RISK PARITY 6.0 6.2 6.0 0.2 6.0
AQR GLOBAL RISK PREM III LP 6.0 6.2 6.0 0.2 6.0
HEDGE FUNDS 3.0 2.6 3.0 -0.4 3.0
AQR DELTA FUND II, L.P. 3.0 2.6 3.0 -0.4 3.0
COMMODITIES 3.0 29 3.0 -0.1 3.0
SSGA MULTISOURCE ACT COMM NL 3.0 2.9 3.0 -0.1 3.0
REAL ESTATE 3.0 5.7 5.0 0.7 7.0
INVESCO REAL ESTATE 3.0 5.7 5.0 0.7 3.0
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San Mateo County
Asset Allocation Over Time

January 31, 2013

Asset Allocation Over TIme
100.00

Jul-12 Oct-12

B CASH EQUIVALENTS [ EQUITIES [ FIXED INCOME [l PRIVATE EQUITY [l REAL ESTATE [l Unclassified
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San Mateo County
Sub-Asset Class Allocation Over TIme

January 31, 2013

Sub-Asset Class Allocation Over Time
100.00

Apr-12

Jul-12

Oct-12

Jan-13

[l DOMESTIC LARGE CAP [l DOMESTIC SMALL CAP [l INTERNATIONAL EQUITY [l TOTAL FIXED INCOME [l PRIVATE EQUITY [l RISK PARITY [l COMMODITIES [ | HEDGE FUNDS [l REAL ESTATE
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SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

February 26, 2013 _ Agenda Item 6.2a

TO: Board of Retirement

FROM: Michael Coultrip, Chief Investment Officer %\l‘& \@\W

~ SUBJECT: Discussion and Review of D.E. Shaw 130/30 Manager Request for Information

Responses {In Closed Session — Refer to Agenda Item C2)

Staff Recommendation:

Staff recommends that the Board review the attached information regarding D.E. Shaw’s
130/30 strategy to determine whether to transition our current long-only strategy with D.E.
Shaw to a 130/30 strategy.

Background:

At the January 2012 Board meeting, the Board reviewed performance data on the universe of
130/30 managers in order to see how D.E. Shaw compared to their competitors. D.E. Shaw's
130/30 strategy compared favorably to the universe. The Board asked for the Investment
Committee to further analyze D.E. Shaw’s 130/30 strategy and to recommend their decision to
the Board at a future meeting.

Discussion:

The attachments contain additional information provided by D.E. Shaw regarding the firm,
team, investment process, risk controls, and performance data for the D.E. Shaw 130/30
strategy.

Attachments:

A. BMCAE Composite Performance Summary

B. Composite Attribution and Characteristics BMICAE
C. DE Shaw Questionnaire

D. DE Shaw Investment Overview

E. DE Shaw Investment Process Overview
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Agenda Item 6.2a

CONFIDENTIAL

ALTERNATIVE INVESTMENTS
RECORDS

EXEMPTION FROM PUBLIC
DISCLOSURE

(Closed Session — Refer to Agenda Item C2)

DO NOT DUPLICATE
DO NOT DISTRIBUTE



SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

February 26, 2013 . Agenda ltem 6.2b

e

SUBJECT: Presentation and Approval of Private Equity Opportunity
(Closed Session — Refer to Agenda Item C2)

TO: Board of Retirement

FROM: Michael Coultrip, Chief Investment Officer

Staff Recommendation:

Staff recommends the Board consider the private equity investment opportunity and if
approved, adopt a resolution authorizing the Chief Executive Officer to execute all necessary
paperwork to perfect the investment and to take all actions necessary to initiate, implement,
and monitor the investment.

Background:

The Board has received a confidential due diligence report concerning a pfivate equity
investment opportunity. The information contained in this report is confidential pursuant to
Government Code section 6254.26. '

Discussion:

The investment would offer the opportunity to participate in a portfolio of new, transformative
healthcare companies with attractive risk-adjusted return potential with a venture capital
general partner focused on the life sciences sector.

Faraz Shooshani (SIS), and potentially a representative from the general partner, will present
this agenda item including an oral review of the firm and investment process.

Attachments:

A. Recommendation of Private Equity Opportunity
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SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

February 26, 2013 Agenda Item 6.3
TO: Board of Retirement "
il 2ty
FROM: ~ Michael Coultrip, Chieflnvestment Officer |
SUBJECT: Discussion and Review of Overlay Management — Further Discussion

Staff Recommendation:

Staff recommends that the Board review the attached information from State Street regarding
overlay cash equitization management.

Background:

During the January 2013 Board meeting, SIS presented a summary of the different services that
an overlay manager can perform for SamCERA, including cash equitization (both manager-held
cash and portfolio-level cash), portfolio rebalancing, expressing tactical allocation shifts, and
hedging interest rate and currency risks.

Discussion:

The Board asked the Investment Committee to review overlay management in more detail, and
to report to the Board at a later date. One of the suggested follow-ups was to estimate the
impact of SamCERA’s residual cash and the potential benefit of a cash equitization program.
State Street analyzed the manager-held cash during 2012 and applied appropriate market
benchmark returns to estimate the potential value-add of incorporating a cash equitization
program. The attached file shows that the potential value-add due to removing the cash drag
ranged from 6 to 49 basis points, depending on the time period analyzed. It isimportant to
note that the impact of minimizing cash drag will be directly linked to the performance of the
equity markets.

Attachments:

A. Cash Equitization Analysis
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San Mateo County

Cash Equitization Analysis Feb 2013




San Mateo County

Summary

San Mateo County (the “County”) requested that the State Street Global Markets division of State Street Bank and Trust Company
(“SSGM”) conduct a review to estimate the impact of the County holding cash across various managers’ accounts and the potential
performance implication of not being fully invested in the market with this cash. In the document below, SSGM will detail the
result of the cash drag analysis and review the estimated impact of a potential cash equitization program.

Program Description

A cash equitization program using futures can help a plan avoid market underperformance over a long term investment horizon by
mitigating excess cash drag. Active equity managers often charge fees significantly in excess of index and/or cash return
products, and therefore are expected to add alpha by way of their stock selection skills. While these managers may be
maintaining a cash balance either to provide themselves with the flexibility to react quickly to an attractive investment or to
tactically bet against the market, this may serve to skew the plan’s intended asset allocation and result in cash drag on the plan’s
overall performance.

A well-run cash equitization program still provides flexibility to the individual active equity managers as it will remain effectively
behind-the-scenes to them. At inception, a dedicated account is established at the custodian level and funded with a nominal
cash amount necessary to satisfy the initial margin requirements of the futures clearing broker. The SSGM Portfolio Solutions team
will either receive online access or daily emails from the plan’s custodian detailing the cash balances for each manager within the
plan. These cash balances within the individual funds will then be exposed to the market via futures contracts and all gains/losses
will flow directly to the dedicated equitization account. As a result, the performance of the active managers will not be disturbed
and they will still retain their flexibility as the cash balances will remain in their individual accounts. The futures positions
associated with the equitization program will be adjusted daily as needed based on available cash. The impact of the program will
be easy to gauge as performance reporting will be available on a daily basis and can be measured against the total return of cash
as well as the plan’s policy benchmark (or any other benchmarks of the County’s choosing). Finally, no management fee will be
charged by SSGM for this program (although SSGM does charge commissions on futures trades).




San Mateo County

Results
Average Cash Average Cash
Manager Balance ($) Balance (20) 1 Year Return 2 Year Return 3 Year Return 4 Year Return 5 Year Return_ 10 Year Return
FO1R 11,308,321 0.49% 1,953,443 847,523 1,326,920 1,988,834 287,697 1,018,624
Fois 13,554,966 0.59% 2,341,537 1,015,902 1,590,542 2,383,959 344,855 1,220,996
Fo1u 4,083,978 0.18% 705,482 306,081 479,215 718,264 103,901 367,874
FO2E 2,015,879 0.09% 348,231 151,084 236,544 354,540 51,286 181,585
FO2F 4,001,899 0.17% 691,304 299,930 469,583 703,828 101,813 360,481
FOo2G 2,371,565 0.10% 409,673 177,741 278,280 417,095 60,335 213,624
FO2H 11,054,086 0.48%0 1,909,525 828,469 1,297,088 1,944,121 281,229 995,723
FO2N 3,502,199 0.15% 604,983 262,479 410,948 615,944 89,100 315,469
Fo2P 1,756,183 0.08% 303,370 131,620 206,071 308,866 44,679 158,192
FO2Q 2,808,277 0.12% 485,113 210,471 329,524 493,901 71,446 252,962
FO2R 90,080 0.00% 15,561 6,751 10,570 15,843 2,292 8,114
Fo2s 742,282 0.03% 128,225 55,632 87,100 130,548 18,885 66,863
Fo2u 758,933 0.03% 131,101 56,880 89,053 133,476 19,308 68,363
FO2X 757,466 0.03% 130,848 56,770 88,881 133,218 19,271 68,231
FOo2Z 6,466,584 0.28% 1,117,063 484,650 758,790 1,137,301 164,518 582,493
Net 65,272,700 2.84% 11,275,458 4,891,982 7,659,107 11,479,737 1,660,616 5,879,594
| - - - - - -

Total Return (Equitization & Cash) Net 65,272,700 2.84% 11,275,458 4,891,982 7,659,107 11,479,737 1,660,616 5,879,594
Libor/sStif Return Only 122,118 123,136 130,530 140,306 374,996 1,068,812
Annual Value Added w/ Equitization 11,153,340 4,768,846 7,528,578 11,339,431 1,285,620 4,810,782
Annual Value Added to the Plan (260) 0.48% 0.21% 0.33% 0.49% 0.06% 0.21%

Annual Cash Equitization Benefits before costs

$14.00 ~
$12.00 -
$10.00 -

$8.00 - $7.66

$5.88
$6.00 $4.89

$4.00 -

$ Millions

$2.00 - HLEE $1.07

$0.12 $0.12 $0.13 $0.14 -ﬂ
$0.00

1 Year Return 2 Year Return 3 Year Return 4 Year Return 5 Year Return 10 Year Return

= Total Return (Equitization & Cash) O Libor/Stif Return Only

*As of January 31, 2013
**Past performance is not a guarantee of future results




San Mateo County

SSGM has analyzed the average 2012 cash balances of the managers within the County’s plan and the associated benchmarks of
each manager. Using the table above SSGM illustrates the potential benefits of equitizing these cash balances using futures
contracts, where possible, based on an assumed policy benchmark for the total plan equity allocation (60% Russell 3000, 40% MSCI
EAFE). For this calculation, the average cash balances of the accounts were assumed to have generated the equity returns of the
benchmark over the previous 1, 2, 3, 4, 5, and 10 year annualized returns. The results of the analysis show that an equitization
plan using the above asset allocations would have added value over each time period ranging in value from 6 to 49 basis points at
the plan level on an annualized basis. These calculated returns do not include transaction costs. Costs for an SSGM-administered
cash equitization program historically range between 1 to 3 basis points of the total plan assets and will depend on the cash
balances in the accounts and the turnover within the equitization program.

It is important to note that this program is closely tied to the market return or beta of the market and is therefore subject to
market risk. It is for that reason that most cash equitization program customers do not use this as a tactical product, but rather as
part of a long term strategic play designed to capitalize on the expected market premium over the cash rate in the long run.

Please contact the SSGM Portfolio Solutions team should you wish to discuss further.

Peter Weiner (617)664-8883
Craig Fitzgerald (617)664-6621
Jay Doherty (949)932-1985
Kevin Deren (617)664-2402




San Mateo County

Legal Disclaimer
Important Legal Information - Please Read

This communication is intended to provide generic background information about investments and investment strategies and does not take
into account your individual needs and circumstances. Nothing in this communication should be construed as a solicitation, of fer,
recommendation or advice on the merits of acquiring or disposing of any particular investment or of participating in any specific trading
strategy or in any other transaction or as investment, legal or tax advice. This communication does not provide any assessment of the value or
prospects of any particular investment or issuer of investments. You should make your own assessment and evaluation of the communication
in the light of your individual needs and circumstances. We also would remind you that past performance is no guarantee of future results.

The content of this communication is based on or derived from public information and data made available to us from a number of different
sources, including third party sources. We, our affiliated companies and our and their directors and employees make no representation that
the information and opinions contained in this communication comply with local accounting standards or are accurate, complete or up to date
and hereby exclude all warranties, conditions and other terms, whether express or implied, in relation to such information and opinions and
accept no liability, whether arising in contract, tort, including negligence, or for breach of statutory duty, misrepresentation or otherwise,
for any losses, liabilities, damages, expenses or costs arising from or connected with this communication and the information and opinions
expressed herein, provided, however that nothing herein shall limit or exclude liability for fraud or for any other liability to the extent that
the same cannot be limited or excluded by applicable law.

We also do not undertake and are under no obligation to update or keep current the information or opinions contained in this communication
to account for future events.

You may only use and copy this communication for internal purposes and may not forward, amend or distribute the communication outside
your immediate organization without our prior written consent. These terms are subject to any agreement between us governing the
provision of the communication. This communication is not intended for distribution to, and may not be relied upon by, any person or entity
in any jurisdiction or country where such distribution or use would be contrary to applicable law or regulation.

United States. This communication is being distributed in the United States by State Street Bank and Trust Company.

Canada. This report, when made available in certain provinces of Canada, has been approved by State Street Global Markets Canada, Inc.
(“State Street Global Markets Canada”), a member of the Investment Industry Regulatory Organization of Canada.

Please contact your sales representative for further information.
© State Street Corporation, 2013

GMPS-0022




SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

February 26, 2013 Agenda Item 6.4
TO: ~ Board of Retirement
- , : . 0\@ & N
FROM: Michael Coultrip, Chief Investment Officer
SUBIJECT: Approval of Annual Review Questionnaires for International Managers

Staff Recommendation:

Approve the proposed annual review questionnaires, after reviewing the questions and offering
changes or additional questions as appropriate, for our International managers (Eaton
Vance/Parametric Emerging Equity, Franklin Templeton Global Bonds, and Pyramis
International Small-Cap Equity). SamCERA’s International Value and Growth managers,
Mondrian Investment Partners and Baillie Gifford Overseas, will be reviewed later in the year
along with domestic managers in their respective investment style.

Background:

As part of the manager annual review process, questionnaires are sent to each manager and
the responses are returned before their review dates. Staff will review the International
managers in April.

Attachments:

A. Parametric EM Annual Questionnaire 2012
B. Pyramis Intl SC Annual Questionnaire 2012
C. Templeton Global Bond Annual Questionnaire 2012

Page1of1l



SamCERA’s ANNUAL REVIEW QUESTIONNAIRE

Parametric Emerging Markets---- December 2012

ORGANIZATIONAL UPDATE

1.

10.

11.

12.

13.

14.

15.

Provide an update on your firm’s organization, with particular emphasis on (a) changes to your
structure over the past eighteen months, (b) growth and acquisition of assets under management,
(c) clients gained or lost in the past year, and (d) recent corporate acquisitions, including negative
and positive effects. All significant changes should be accompanied by an explanation.

Outline the firm’s strategic focus and growth targets over the next three years, including new
investment strategies or products currently under consideration.

Provide a breakdown of assets under management (AUM) by client and asset class/product type,
in $US millions.

Has your firm ever liquidated, dissolved or otherwise terminated a strategy, hedge fund or other
commingled fund that was focused on equity investments? If so, please provide details.

Specify separately the individuals (up to ten) who you feel are key to the success of your firm. If
the list has changed in the last eighteen months, identify and explain the change(s).

Describe your firm’s management succession plan. Have dates been established regarding the
succession of any key personnel, specifically those reported in the preceding questions?

Has your firm or any of its employees been involved in regulatory or litigation actions related to
your business in the past eighteen months? E-mail your firm’s most recent ADV Parts I & II to
investments@samcera.org.

When did the Securities & Exchange Commission, Attorney General, or the Financial Industry
Regulatory Authority (FINRA) last audit your firm? Please note any material findings or
recommendations.

Summarize the coverage for errors and omissions, professional liability, fiduciary insurance or
fidelity bonds held by your firm (i.e., amounts and respective carriers) and e-mail the certificates
of insurance to investments@samcera.org.

Has your firm ever submitted a claim to your errors and omissions, liability, fiduciary or fidelity
bond carrier(s)? If so, describe each instance.

Do you have a written policy on ethics? If so, please e-mail the policy to to
investments@samcera.org.

Provide the location of your firm’s investment and accounting back-office staff. Are any of your
investment activities or operations outsourced? If the answer is yes, provide details regarding the
firm(s) with which your firm has contracted. Are any of these firms considered affiliates of your
firm?

What are your mission critical systems? Has your firm experienced any problems with these
systems in the past eighteen months? When were these systems implemented and when were
they last upgraded? Do you anticipate any changes to these systems in the next eighteen months?
Provide an overview of your firm's business continuity plan as it relates to the investment
process.

E-mail your firm’s most recent SAS 70 Report or equivalent to investments@samcera.org.
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INVESTMENT TEAM

16.

Specify separately the individuals (up to five) who you feel are key to the success of SamCERA’s
product and describe their respective role(s) and experience. Also indicate the location(s) of these
individuals. In addition, indicate other responsibilities, both in terms of investment products and
management/administrative duties, for each of the named individuals and provide an estimate of
the percentage of time each spends managing the strategy. If this list has changed in the last
eighteen months, identify and explain the change(s).

INVESTMENT STRATEGY & PROCESS

17.

18.

19.

20.

21.

22.

23.

24,

25.

What are the current assets in this product? What proportion of total AUM do the assets in this
product make-up of the firm? Please provide the year-end AUM in this product for the past 5
years. What are the capacity constraints for this product and who determines the constraints?
How does your firm determine the capacity threshold?

What percentage of assets in product is controlled by your 5 largest accounts? What size does
SamCERA’s account comprise of total product assets?

Discuss your firm’s investment strategy relative to market environments. Are there market cycles
that are particularly favorable to your firm’s investment strategy and process? Are there market
cycles that are historically difficult for your firm’s investment strategy and process?

Provide the product’s annual turnover for each of the last 5 years. Please explain any outlier
volumes.

Please provide a % of total market value market-capitalization stratification (also include
benchmark weightings) by the following ranges:

a. >$10 billion

b. $5-$10 billion

c. $2-$5 billion

d. $1 billion -$2 billion

e. $500 million — $2 billion

f.  $200 million - $500 million

g. <$200 million
What percentage of investments would you deem to be illiquid? How long would it take to
liquidate our portfolio without undue impact costs? What security-level liquidity parameter is
used when constructing the portfolio?
How much of the portfolio can be invested in frontier markets? How much of the portfolio has
been invested in frontier markets over each of the last five calendar years ending 12/31/2012?
How do your buy/sell criteria differ for frontier market names, if at all, and what are portfolio
construction rules for frontier markets?
Does the strategy employ leverage? If so, discuss how leverage is used, typical amounts, limits,
etc., and provide justification for its use. In addition, describe the leverage facility including
providers, structure, terms, cost, etc.
Describe any portfolio- or security-level hedging activities utilized in the strategy, including what
risks/exposures are typically hedged, the types of instruments used and how your hedging
activities are expected to add value. If applicable, please provide specific examples of how your
hedging activities have reduced risk at an opportune time and positively impacted returns.



26.

27.

28.

29.

30.

31.

32.

Describe your approach to managing and hedging non-USD currency exposures. Is currency
evaluated and managed on a stand-alone basis, or is it integrated into the broader research
process? If not covered above, describe the use of derivatives in the strategy including the
rationale, types, typical amounts, and any associated limits or constraints.
Regarding risk management:

a. List the main risks associated with the strategy and describe how each is explicitly

measured and managed at both the individual security and aggregate portfolio level.
b. Identify the person(s) or group primarily responsible for the risk management function.
c. Discuss how risk management both interacts with and maintains independence from the
other aspects of the investment process.

Discuss any material changes that have been made to the investment process or risk management
techniques since inception of the strategy. Were these changes considered normal enhancements,
or were they made in response to the macroeconomic environment and/or specific market events?
Does your firm have a policy that incorporates Environmental, Social and Governance (ESG)
issues into the investment decision making process?
If ESG issues are considered, are they considered separate and apart from traditional financial
criteria, or are ESG issues integrated into a company assessment? Are the sources of ESG
research internal, external, or both?
Does your firm regard ESG factors as risk factors which can have a material impact on
investment performance? Does your firm support the concept that companies can enhance
value and long-term profitability by incorporating ESG factors into their strategic plans? If
so, briefly discuss.
What is your firm’s proxy voting policy? Does the firm vote its own proxies, or is this done
by a third party provider? What principles or policies guide the voting? Please forward your
proxy voting policy to_investments@samcera.org.

PERFORMANCE

33.

34.

35.

36.

37.

38.

39.

Is the performance composite constructed for SamCERA’s portfolio in compliance with the
Global Investment Performance Standards (GIPS)? When was the performance composite last
audited?

Indicate established performance targets or expectations (e.g., absolute return, relative return,
volatility, tracking error) for the strategy. Has the strategy achieved these targets on a net basis?
Regarding the expected sources of relative positive return, how has expectations differed with
actual results?

Detail your firm’s perspective of SamCERA’s performance expectations, as spelled out in the
Investment Management Agreement and SamCERA’s Investment Policy. How is your firm
doing relative to those expectations?

What is a reasonable expected tracking error to the benchmark? What are the expected sources of
the tracking error?

Please discuss the strategy’s net performance relative to the benchmark for the one, three and five
year periods ending December 31, 2012.

What is your firm’s source(s) for pricing equities? Does this source differ from that of
SamCERA’s custodian, State Street Bank & Trust? How are pricing variances with the custodian
resolved?

Avre there pricing issues relative to methodology or pricing sources utilized by your firm versus
those utilized by the benchmark?



40.
41.

42.

Is SamCERA’s benchmark appropriate?

Attach an Excel file containing a list of portfolio holdings as of the review date. Please include
security name, CUSIP or other relevant identifier, amount, cost basis, market value, and % of
total portfolio.

Provide a full review of performance attribution (on a net of fee basis) for the trailing 12 month
period versus the benchmark.

OPERATIONS, TRADING & CONTROLS

43.

44,

45.

46.

47.

48.

49.
50.

ol.

52.

53.

54.

List and briefly describe any internally managed strategies, funds, separate accounts, etc., that
have the potential to invest in the same or similar securities as those held in the strategy.
Comment on the potential conflicts of interest these strategies pose and how they are addressed
by internal controls or guidelines.

Describe your trading procedures in detail. What trading platforms does your firm use? How

many brokers were used during calendar year 2012?

Does your firm monitor trade effectiveness? If so, how is that documented? To whom does

trading report?

How many brokers were used during calendar year 2012? List the top ten brokers used

during that period. Have you discontinued the use of any broker in the last eighteen months?

Describe your firm's policies regarding the use of soft dollars. If soft dollar arrangements were

not used to acquire products and services in 2012, what would be the dollar increase in your firms

total operating expenses?

Describe how your firm obtains and pays for outside research reports. Please list the primary

sources of research upon which your firm relies.

Please disclose the firms you employ for introductions to industry experts.

What is your firm’s position regarding participation in directed brokerage and/or commission

recapture programs? Is there a maximum amount of trades that you allow to be directed?

How many of your clients utilize direct brokerage?

Provide an overview of your trade allocation protocols and procedures for controlling

performance dispersion between accounts with substantially the same guidelines.

Provide an overview of your pre- and post-trade investment guideline monitoring practices. Is a

separate, independent group responsible for ensuring guideline compliance?

Regarding counterparties:

1. Listall counterparties you have engaged to execute trades/establish positions within the
strategy over the most recent 12 month period and provide an estimate of the percentage of
trades allocated to each.

2. How are your trading counterparties selected, monitored and evaluated?

3. Are there any firm-wide or strategy-specific guidelines/restrictions related to counterparties?
If so, please outline them.

Do you have a policy regarding the selection and review of brokers and counterparties. If

you do, please e-mail a copy to investments@samcera.org

CONCLUSION

55.

What is your firm’s outlook for the international equity markets?
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56.

57.

58.

59.
60.

What issues are other clients concerned with in regards to products, markets, education and
governance?

Describe your assessment of the relationship between your firm and SamCERA. How can we
better utilize your firm’s capabilities?

Is there any information that would be timely pursuant to SamCERA’s Investment Policy, the
Investment Management Agreement with SamCERA, and this annual review?

Are your clients making significant changes in their asset mixes? Please describe these changes.
What market opportunities should SamCERA consider?



SamCERA’s ANNUAL REVIEW QUESTIONNAIRE

Pyramis International Small-Cap---- 12/31/12

ORGANIZATIONAL UPDATE

1.

10.

11.

12.

13.

14.

15.

Provide an update on your firm’s organization, with particular emphasis on (a) changes to your
structure over the past eighteen months, (b) growth and acquisition of assets under management,
(c) clients gained or lost in the past year, and (d) recent corporate acquisitions, including negative
and positive effects. All significant changes should be accompanied by an explanation.

Outline the firm’s strategic focus and growth targets over the next three years, including new
investment strategies or products currently under consideration.

Provide a breakdown of assets under management (AUM) by client and asset class/product type,
in $US millions.

Has your firm ever liquidated, dissolved or otherwise terminated a strategy, hedge fund or other
commingled fund that was focused on equity investments? If so, please provide details.

Specify separately the individuals (up to ten) who you feel are key to the success of your firm. If
the list has changed in the last eighteen months, identify and explain the change(s).

Describe your firm’s management succession plan. Have dates been established regarding the
succession of any key personnel, specifically those reported in the preceding questions?

Has your firm or any of its employees been involved in regulatory or litigation actions related to
your business in the past eighteen months? E-mail your firm’s most recent ADV Parts I & II to
investments@samcera.org.

When did the Securities & Exchange Commission, Attorney General, or the Financial Industry
Regulatory Authority (FINRA) last audit your firm? Please note any material findings or
recommendations.

Summarize the coverage for errors and omissions, professional liability, fiduciary insurance or
fidelity bonds held by your firm (i.e., amounts and respective carriers) and e-mail the certificates
of insurance to investments@samcera.org.

Has your firm ever submitted a claim to your errors and omissions, liability, fiduciary or fidelity
bond carrier(s)? If so, describe each instance.

Do you have a written policy on ethics? If so, please e-mail the policy to
investments@samcera.org.

Provide the location of your firm’s investment and accounting back-office staff. Are any of your
investment activities or operations outsourced? If the answer is yes, provide details regarding the
firm(s) with which your firm has contracted. Are any of these firms considered affiliates of your
firm?

What are your mission critical systems? Has your firm experienced any problems with these
systems in the past eighteen months? When were these systems implemented and when were
they last upgraded? Do you anticipate any changes to these systems in the next eighteen months?
Provide an overview of your firm's business continuity plan as it relates to the investment
process.

E-mail your firm’s most recent SAS 70 Report or equivalent to investments@samcera.org.
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INVESTMENT TEAM

16.

Specify separately the individuals (up to five) who you feel are key to the success of SamCERA’s
product and describe their respective role(s) and experience. Also indicate the location(s) of these
individuals. In addition, indicate other responsibilities, both in terms of investment products and
management/administrative duties, for each of the named individuals and provide an estimate of
the percentage of time each spends managing the strategy. If this list has changed in the last
eighteen months, identify and explain the change(s).

INVESTMENT STRATEGY & PROCESS

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

What are the current assets in this product? What proportion of total AUM do the assets in this
product make-up of the firm? Please provide the year-end AUM in this product for the past 5
years. What are the capacity constraints for this product and who determines the constraints?
How does your firm determine the capacity threshold?

What percentage of assets in product is controlled by your 5 largest accounts? What size does
SamCERA’s account comprise of total product assets?

Discuss your firm’s investment strategy relative to market environments. Are there market cycles
that are particularly favorable to your firm’s investment strategy and process? Are there market
cycles that are historically difficult for your firm’s investment strategy and process?

Provide the product’s annual turnover for each of the last 5 years. Please explain any outlier
volumes.

What percentage of investments would you deem to be illiquid? How long would it take to
liquidate our portfolio without undue impact costs? What security-level liquidity parameter is
used when constructing the portfolio?

How much of the portfolio can be invested in emerging markets? How much of the portfolio has
been invested in emerging markets over each of the last five calendar years ending 12/31/2012?
How do your buy/sell criteria differ for emerging market names, if at all, and what are portfolio
construction rules for emerging markets?

How much of the portfolio can be invested in frontier markets? How much of the portfolio has
been invested in frontier markets over each of the last five calendar years ending 12/31/2012?
How do your buy/sell criteria differ for frontier market names, if at all, and what are portfolio
construction rules for frontier markets?

Does the strategy employ leverage? If so, discuss how leverage is used, typical amounts, limits,
etc., and provide justification for its use. In addition, describe the leverage facility including
providers, structure, terms, cost, etc.

Describe any portfolio- or security-level hedging activities utilized in the strategy, including what
risks/exposures are typically hedged, the types of instruments used and how your hedging
activities are expected to add value. If applicable, please provide specific examples of how your
hedging activities have reduced risk at an opportune time and positively impacted returns.
Describe your approach to managing and hedging non-USD currency exposures. Is currency
evaluated and managed on a stand-alone basis, or is it integrated into the broader research
process? If not covered above, describe the use of derivatives in the strategy including the
rationale, types, typical amounts, and any associated limits or constraints.

Regarding risk management:



28.

29.

30.

31.

32.

a. List the main risks associated with the strategy and describe how each is explicitly
measured and managed at both the individual security and aggregate portfolio level.
Identify the person(s) or group primarily responsible for the risk management function.
Discuss how risk management both interacts with and maintains independence from the
other aspects of the investment process.

Discuss any material changes that have been made to the investment process or risk management
techniques since inception of the strategy. Were these changes considered normal enhancements,
or were they made in response to the macroeconomic environment and/or specific market events?
Does your firm have a policy that incorporates Environmental, Social and Governance (ESG)
issues into the investment decision making process?

If ESG issues are considered, are they considered separate and apart from traditional financial
criteria, or are ESG issues integrated into a company assessment? Are the sources of ESG
research internal, external, or both?

Does your firm regard ESG factors as risk factors which can have a material impact on
investment performance? Does your firm support the concept that companies can enhance
value and long-term profitability by incorporating ESG factors into their strategic plans? If
so, briefly discuss.

What is your firm’s proxy voting policy? Does the firm vote its own proxies, or is this done
by a third party provider? What principles or policies guide the voting? Please forward your

proxy voting policy to_investments@samcera.org.

PERFORMANCE

33.

34.

35.

36.

37.

38.

39.

40.

41.

Is the performance composite constructed for SamCERA’s portfolio in compliance with the
Global Investment Performance Standards (GIPS)? When was the performance composite last
audited?

Indicate established performance targets or expectations (e.g., absolute return, relative return,
volatility, tracking error) for the strategy. Has the strategy achieved these targets on a net basis?
Regarding the expected sources of relative positive return, how has expectations differed with
actual results?

Detail your firm’s perspective of SamCERA’s performance expectations, as spelled out in the
Investment Management Agreement and SamCERA’s Investment Policy. How is your firm
doing relative to those expectations?

Are SamCERA’s investment guidelines adequate? Do the guidelines impose constraints on the
portfolio that would result in a significant dispersion from other portfolios? If so, please provide
details.

What is a reasonable expected tracking error to the benchmark? What are the expected sources of
the tracking error?

Please discuss the strategy’s net performance relative to the benchmark for the one, three and five
year periods ending December 31, 2012,

What is your firm’s source(s) for pricing equities? Does this source differ from that of
SamCERA’s custodian, State Street Bank & Trust? How are pricing variances with the custodian
resolved?

Avre there pricing issues relative to methodology or pricing sources utilized by your firm versus
those utilized by the benchmark?

Is SamCERA’s benchmark appropriate?



42.

43.

Attach an Excel file containing a list of portfolio holdings as of the review date. Please include
security name, CUSIP or other relevant identifier, amount, cost basis, market value, and % of
total portfolio.

Provide a full review of performance attribution (on a net of fee basis) for the trailing 12 month
period versus the benchmark.

OPERATIONS, TRADING & CONTROLS

44,

45.

46.

47.

48.

49.

50.

51.

52.

53.

o4.

55.

List and briefly describe any internally managed strategies, funds, separate accounts, etc., that
have the potential to invest in the same or similar securities as those held in the strategy.
Comment on the potential conflicts of interest these strategies pose and how they are addressed
by internal controls or guidelines.

Describe your trading procedures in detail. What trading platforms does your firm use? How

many brokers were used during calendar year 2012?

Does your firm monitor trade effectiveness? If so, how is that documented? To whom does

trading report?

How many brokers were used during calendar year 2012? List the top ten brokers used

during that period. Have you discontinued the use of any broker in the last eighteen months?

Describe your firm's policies regarding the use of soft dollars. If soft dollar arrangements were

not used to acquire products and services in 2012, what would be the dollar increase in your firms

total operating expenses?

Describe how your firm obtains and pays for outside research reports. Please list the primary

sources of research upon which your firm relies.

Please disclose the firms you employ for introductions to industry experts.

What is your firm’s position regarding participation in directed brokerage and/or commission

recapture programs? Is there a maximum amount of trades that you allow to be directed?

How many of your clients utilize direct brokerage?

Provide an overview of your trade allocation protocols and procedures for controlling

performance dispersion between accounts with substantially the same guidelines.

Provide an overview of your pre- and post-trade investment guideline monitoring practices. Is a

separate, independent group responsible for ensuring guideline compliance?

Regarding counterparties:

1. Listall counterparties you have engaged to execute trades/establish positions within the
strategy over the most recent 12 month period and provide an estimate of the percentage of
trades allocated to each.

2. How are your trading counterparties selected, monitored and evaluated?

3. Are there any firm-wide or strategy-specific guidelines/restrictions related to counterparties?
If so, please outline them.

Do you have a policy regarding the selection and review of brokers and counterparties. If

you do, please e-mail a copy to investments@samcera.org

CONCLUSION

56.
57.

What is your firm’s outlook for the international equity markets?
What issues are other clients concerned with in regards to products, markets, education and
governance?


mailto:investments@samcera.org

58. Describe your assessment of the relationship between your firm and SamCERA. How can we
better utilize your firm’s capabilities?

59. Is there any information that would be timely pursuant to SamCERA’s Investment Policy, the
Investment Management Agreement with SamCERA, and this annual review?

60. Are your clients making significant changes in their asset mixes? Please describe these changes.

61. What market opportunities should SamCERA consider?



SamCERA’s ANNUAL REVIEW QUESTIONNAIRE

Templeton Global Bond — 12/31/2012

ORGANIZATIONAL UPDATE

1.

10.

11.

12.

13.

14.

15.

Provide an update on your firm’s organization, with particular emphasis on (a) changes to your
structure over the past eighteen months, (b) growth and acquisition of assets under management,
(c) clients gained or lost in the past year, and (d) recent corporate acquisitions, including negative
and positive effects. All significant changes should be accompanied by an explanation.

Outline the firm’s strategic focus and growth targets over the next three years, including new
investment strategies or products currently under consideration.

Provide a breakdown of assets under management (AUM) by client and asset class/product type,
in $US millions.

Has your firm ever liquidated, dissolved or otherwise terminated a strategy, hedge fund or other
commingled fund that was focused on global fixed income? If so, please provide details.

Specify separately the individuals (up to ten) who you feel are key to the success of your firm. If
the list has changed in the last eighteen months, identify and explain the change(s).

Describe your firm’s management succession plan. Have dates been established regarding the
succession of any key personnel, specifically those reported in the preceding questions?

Has your firm or any of its employees been involved in regulatory or litigation actions related to
your business in the past eighteen months? E-mail your firm’s most recent ADV Parts I & II to
investments@samcera.org.

When did the Securities & Exchange Commission, Attorney General, or the Financial Industry
Regulatory Authority (FINRA) last audit your firm? Please note any material findings or
recommendations.

Summarize the coverage for errors and omissions, professional liability, fiduciary insurance or
fidelity bonds held by your firm (i.e., amounts and respective carriers) and e-mail the certificates
of insurance to investments@samcera.org.

Has your firm ever submitted a claim to your errors and omissions, liability, fiduciary or fidelity
bond carrier(s)? If so, describe each instance.

Do you have a written policy on ethics? If so, please e-mail the policy to
investments@samcera.org.

Provide the location of your firm’s investment and accounting back-office staff. Are any of your
investment activities or operations outsourced? If the answer is yes, provide details regarding the
firm(s) with which your firm has contracted. Are any of these firms considered affiliates of your
firm?

What are your mission critical systems? Has your firm experienced any problems with these
systems in the past eighteen months? When were these systems implemented and when were
they last upgraded? Do you anticipate any changes to these systems in the next eighteen months?
Provide an overview of your firm's business continuity plan as it relates to the investment
process.

E-mail your firm’s most recent SAS 70 Report or equivalent to investments@samcera.org.
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INVESTMENT TEAM

16.

Specify separately the individuals (up to five) who you feel are key to the success of SamCERA’s
product and describe their respective role(s) and experience. Also indicate the location(s) of these
individuals. In addition, indicate other responsibilities, both in terms of investment products and
management/administrative duties, for each of the named individuals and provide an estimate of
the percentage of time each spends managing the strategy. If this list has changed in the last
eighteen months, identify and explain the change(s).

INVESTMENT STRATEGY & PROCESS

17.

18.

19.

20.

21.

22.

23.

24,

25.

26.

27.

What are the current assets in this product? What are the capacity constraints for this product and
who determines the constraints? How does your firm determine the capacity threshold?

Discuss your firm’s investment strategy relative to market environments. Are there market cycles
that are particularly favorable to the investment strategy and process? Are there market cycles
that are historically difficult for the investment strategy and process?

Discuss unique methods of gathering or analyzing information — what is your firm’s competitive
advantage over other global fixed income managers?

Describe the investment universe for the strategy, including both region/country exposures and
the types of securities utilized. Within this universe, are there any subsets that could be
characterized as a primary focus?

Provide an estimate of the approximate long-term breakdown of “alpha” for the strategy into the
following main components:

a. Duration/yield curve positioning
b. Country rotation

c. Sector rotation

d. Security selection

e. Currency management

f. Other (Credit)

Provide an overview of how the research efforts are organized, including identification of the
groups or individuals that are responsible for specific areas/functions.

Outline and briefly describe the main steps of your investment process.

To the extent that top-down decisions are made, e.g. with regard to country allocations or
duration/yield curve positioning, how are these views researched and implemented? How do they
interact with and inform the more bottom-up aspects of your approach, and vice-versa?

Describe your methodology for analyzing individual securities in detail, including any key
metrics or areas of focus that drive the process. If appropriate, include separate sections covering
the analysis of sovereigns, corporate bonds, structured securities, etc.

Does the strategy employ leverage? If so, discuss how leverage is used, typical amounts, limits,
etc., and provide justification for its use. In addition, describe the leverage facility including
providers, structure, terms, cost, etc.

Does the strategy invest in countries classified as either Emerging or Frontier markets? Please
discuss the rationale for including these types of securities and highlight any areas where the
analysis differs from your general research process. Are investments in Emerging or
Frontier markets limited to sovereign or quasi-sovereign securities? What limits are
placed on investments in Emerging or Frontier markets and/or currencies?



28.

29.

30.

31.

32.

33.

34.

35.

36.

Does the strategy employ short positions, in either cash bonds or synthetically using CDS, for
“alpha” generation purposes? If so, discuss the role of short positions, typical amounts, limits,
etc., and provide justification for their inclusion.
Describe any portfolio- or security-level hedging activities utilized in the strategy, including what
risks/exposures are typically hedged, the types of instruments used and how your hedging
activities are expected to add value. If applicable, please provide specific examples of how your
hedging activities have reduced risk at an opportune time and positively impacted returns.
Describe your approach to managing and hedging non-USD currency exposures. Is currency
evaluated and managed on a stand-alone basis, or is it integrated into the broader research
process? Can the portfolio hold long or short currency positions that are not related to an
underlying cash bond? (E.g., the portfolio holds no Brazilian Real denominated bonds but has a
long position in the currency).
If not covered above, describe the use of derivatives in the strategy including the rationale, types,
typical amounts, and any associated limits or constraints.
Regarding risk management:

a. List the main risks associated with the strategy and describe how each is explicitly

measured and managed at both the individual security and aggregate portfolio level.
b. Identify the person(s) or group primarily responsible for the risk management function.
c. Discuss how risk management both interacts with and maintains independence from the
other aspects of the investment process.

Discuss any material changes that have been made to the investment process or risk management
techniques since inception of the strategy. Were these changes considered normal enhancements,
or were they made in response to the macroeconomic environment and/or specific market events?
Does your firm have a policy that incorporates Environmental, Social and Governance (ESG)
issues into the investment decision making process?
If ESG issues are considered, are they considered separate and apart from traditional financial
criteria, or are ESG issues integrated into a company assessment? Are the sources of ESG
research internal, external, or both?
Does your firm regard ESG factors as risk factors which can have a material impact on
investment performance? Does your firm support the concept that companies can enhance
value and long-term profitability by incorporating ESG factors into their strategic plans? If
so, briefly discuss.

PERFORMANCE

37.

38.

39.

Is the performance composite constructed for SamCERA’s portfolio in compliance with the
Global Investment Performance Standards (GIPS)? When was the performance composite last
audited?

Indicate established performance targets or expectations (e.g., absolute return, relative return,
volatility, tracking error) for the strategy. Has the strategy achieved these targets on a net basis?
Regarding the expected sources of relative positive return, how has expectations differed with
actual results?

Detail your firm’s perspective of SamCERA’s performance expectations, as spelled out in the
Investment Management Agreement and SamCERA’s Investment Policy. How is your firm
doing relative to those expectations?



40.

41.

42.

43.

Are SamCERA’s investment guidelines adequate? Do the guidelines impose constraints on the
portfolio that would result in a significant dispersion from other portfolios? If so, please provide
details.

Please discuss the strategy (gross and net) performance relative to the benchmark for the one,
three and five year periods ending December 31, 2012,

Attach an Excel file containing a list of portfolio holdings as of the review date. Please include
security name, CUSIP or other relevant identifier, amount, cost basis, market value, and % of
total portfolio.

Provide a full review of performance attribution for the trailing 12 month period versus the
benchmark.

OPERATIONS, TRADING & CONTROLS

44,

45.

46.

47.

48.

49.

50.

ol.

52.

53.

List and briefly describe any internally managed strategies, funds, separate accounts, etc., that
have the potential to invest in the same or similar securities as those held in the strategy.
Comment on the potential conflicts of interest these strategies pose and how they are addressed
by internal controls or guidelines.

Describe your trading procedures in detail. What trading platforms does your firm use? How

many brokers were used during calendar year 2012?

Does your firm monitor trade effectiveness? If so, how is that documented? To whom does

trading report?

How many brokers were used during calendar year 2012? List the top ten brokers used

during that period. Have you discontinued the use of any broker in the last eighteen months?

Describe your firm's policies regarding the use of soft dollars. If soft dollar arrangements were

not used to acquire products and services in 2012, what would be the dollar increase in your firms

total operating expenses?

Describe how your firm obtains and pays for outside research reports. Please list the primary

sources of research upon which your firm relies.

Provide an overview of your trade allocation protocols and procedures for controlling

performance dispersion between accounts with substantially the same guidelines.

Provide an overview of your pre- and post-trade investment guideline monitoring practices. Is a

separate, independent group responsible for ensuring guideline compliance?

Regarding counterparties:

1. Listall counterparties you have engaged to execute trades/establish positions within the
strategy over the most recent 12 month period and provide an estimate of the percentage of
trades allocated to each.

2. How are your trading counterparties selected, monitored and evaluated?

3. Are there any firm-wide or strategy-specific guidelines/restrictions related to counterparties?
If so, please outline them.

Do you have a policy regarding the selection and review of brokers and counterparties. If

you do, please e-mail a copy to investments@samcera.org

CONCLUSION

54.

What is your firm’s outlook for the global fixed income markets?
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55.

56.

57.

58.
59.

What issues are other clients concerned with in regards to products, markets, education and
governance?

Describe your assessment of the relationship between your firm and SamCERA. How can we
better utilize your firm’s capabilities?

Is there any information that would be timely pursuant to SamCERA’s Investment Policy, the
Investment Management Agreement with SamCERA, and this annual review?

Are your clients making significant changes in their asset mixes? Please describe these changes.
What market opportunities should SamCERA consider?



SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

February 26, 2013 Agenda ltem 6.5
TO: Board of Retirement W (s _QQ (\-,
FROM: Michael Coultrip, Chief Investment Officer

SUBIJECT: Approval of Large-Cap Growth Manager Finalist Candidates

Staff Recommendation:

Staff recommends that the Board review the qualifications of the six semi-finalist candidates for
SamCERA’s large-cap growth equity mandate and select three finalist firms to invite for
interviews before the Board at the March meeting.

Background:

At the October 2012 Board meeting, the Board approved the timeline and selection criteria for
identifying a new large-cap growth equity manager. During the December 2012 Board meeting,
the Board selected six semi-finalists to receive the Request for Information {RFl). The six semi-
finalist firms are: 1) Brown Advisory, 2) Delaware Investments, 3) HS Management, 4) TCW,

5) Wedgewood Partners, and 6) Wellington Management. The timeline calls for SIS to present
a statistics sheet and bullet point summaries for the semi-finalist candidates based on Request
for Information responses at the February 2013 Board meeting. The last step in the search
process will be to interview the finalist candidates during the March 2013 Board meeting.

Discussion:

The first attachment is a Semi-Finalist Search Book that SIS put together. There are three
sections in this document. Section One contains bullet highlights of each strategy based upon
an evaluation of a variety of factors, including organization, investment team, investment
process, performance and fees/terms. Section Two contains a table that summarizes key
statistics on each strategy, while Section Three shows performance pages that compare each of
the six strategies across a variety of risk and return metrics.

The next attachments contain the RFI responses from each of the six semi-finalist candidates.

Attachments:

A. Large Cap Growth (LCG) Semi-Finalist Search 599@
Brown Advisory LCG RF|

.

Wedgewood LCG RF]
. Wellington LCG RF]

B
C
D
E.
F.
G

Page 1of 1



OTRATEGIC INVESTMENT SOLUTIONS, INC.

333 BusH STREET, STE. 2000
SAN Francisco, CALIFORNIA 94104

TEL 415/362-3484 m Fax 415/362-2752

MEMORANDUM

To: SamCERA

From: SIS

Date: February 5, 2013
Subject: Large Cap Growth Search
Overview

Following discussion of the criteria and initial screening process for the large cap growth search at the December
11™, 2012 Board meeting, the following firms/strategies were approved to receive a Request for Information
(RFI):

e Brown Advisory

o Delaware Investments

e HS Management

e TCW

e Wedgewood Partners

e Wellington Management

All six of the managers participated in the RFI process. Based on the information gathered in the RFI responses,
SIS evaluated each of the candidates on a variety of factors including, organization, investment team,
investment process, performance and fees/terms. We have included key considerations for each manager
below (Section 1). In addition, we have provided a table that compiles a series of key statistics on each strategy
to assist in the search process (Section 2). Lastly, there are performance pages that compare each of the six
managers across a variety of risk and return series (Section 3).

Strategic Investment Solutions Page | 1
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Section 1: Key Considerations

Brown Advisory — Large Cap Growth

Organization:

Brown Advisory is 70% employee-owned with all full-time employees holding shares in the parent
company. The remaining 30% is held by a mix of outside investors, clients and members of the board of
directors. The current mix of employee to outside investor’s ownership has remained roughly the same
since an employee-led buyout in 1998. We think the ownership structure is unique in the industry and
attractive as a retention tool for investment professionals.

The Firm and this strategy, in particular, have not been the subject of regulatory issues in the past.
Further, no litigation issues of material concern were reported in the RFI.

Asset growth in institutional accounts has been strong at Brown, especially for the large growth
strategy. Current asset levels in large cap growth are around $10B with most of that growth occurring
in the last 2-3 years. We will want to see Brown proactively manage asset levels going forward given
the more concentrated nature of the product.

Investment Team:

Ken Stuzin leads the large cap growth strategy as sole portfolio manager. Ken started the strategy in
1996 upon joining Brown Advisory. Ken is supported by a large central research team within Brown.
Sector analysts provide Ken and other equity strategies within the organization with ideas and
research. Ken tends to utilize specific analysts more than others which we believe helps with the
consistency of ideas.

Stability at the investment team level has generally been good over time but growth in assets and
personnel has brought an increase in turnover that we will want to monitor.

Compensation for both portfolio managers and analyst consists of a base salary, performance bonus
and equity incentives. Performance bonus is measured over different time periods relative to an
appropriate benchmark and peer rankings.

Investment Process:

Brown Advisory utilizes a bottom-up process with a focus on companies that can achieve at least 14%
growth in earnings and that have high barriers to entry among other criteria. Analysts are broken down
by sector coverage and work as a team with portfolio managers on investment ideas. The edge for
Brown comes in their valuation discipline, concentrated ideas portfolio and their policy of one idea out
for every idea that comes into the portfolio. Ken is ultimately responsible for all buy/sell decisions.

Brown’s research does not appear to be as robust as some other managers we follow but Ken has
maneuvered the portfolio well, taking risk when it’s rewarded and moving more defensive as markets
deteriorate. Saying that, we are acknowledging that without Ken we would not have as favorable of an
opinion of Brown in this strategy.

Performance:

Brown has one of the best track records in the large growth sector over short and longer periods.
Excess returns are present in different market environments which is quite rare as most strategies come
in and out of favor at different times.

Brown’s valuation discipline will more often lead them to appear conservative vs. the index or
aggressive growth managers but it would be an unfair characterization to pigeon them as defensive.
They plot pretty consistently in the growth camp but are content to opportunistically find ideas
wherever they appear in the universe.

Fees/Terms:

Assuming a $100M allocation the reported fee would be approximately 50 bps. This ranks below the
median manager in eVestment alliance for a similar sized mandate.
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e Investment professionals can invest in this strategy through a mutual fund and Ken Stuzin has a sizable
amount of his net worth invested in the strategy. Capacity is not explicitly provided but the team
indicates that at $14B they will assess capacity. We’d prefer they offer investors a figure up front and
make efforts to stick to that number.
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Delaware Investments — Large Cap Growth

Organization:

Delaware is a wholly-owned subsidiary of Macquarie Group, an Australian based financial services
company. Delaware has been through a series of ownership changes in its history though in each case
they tend to remain fairly autonomous. Macquarie has implemented more cross-marketing with
Delaware and expanded product offerings internationally. All else equal, we’d prefer ownership to be
in the hands of employees. In addition, the constant shuffle of owners presents greater risk of a flight
of talent.

Delaware has been party to a few investigations and suits related to investment activities of other
affiliates. Nothing that would directly involve this strategy or similar equity products.

Delaware has historically had a much larger mutual fund client base than institutional client presence.
The team that runs Large Cap Growth would be the exception to this condition as they have had a
strong following from institutional investors going back to the team’s days with Transamerica before
joining Delaware.

Investment Team:

Jeff Van Harte is the lead PM on the Large Cap Growth strategy. Jeff serves as CIO of the growth team
for Delaware and has been the key investment professional for the San Francisco-based growth group.
There are three co-PMs on the strategy, Chris Bonavico, Daniel Prislin and Chris Ericksen. In addition,
there are five analyst/portfolio managers that work with the growth team. This is a deeply resourced
team with a lot of experience managing concentrated growth equity strategies. Jeff is a key figure on
the team but he has done a good job of building out support beneath him.

Stable group despite being a part of a company that has been party to a number of ownership changes.
Our concern has always been that Jeff and team would be picked off by a more stable investment
group. So far, they have remained loyal to Delaware.

Jeff and team have a revenue sharing arrangement with Delaware that is quite lucrative for the
investment professionals. This agreement mostly likely explains the reason the team has remained
with Delaware over time. Bonuses will have a performance component to them but most of their
compensation will be driven by revenue. Not a great arrangement from an alignment of interest but it
has kept the team stable.

Investment Process:

Delaware’s team focuses on a business’s intrinsic value. They are looking to find company’s trading
below what they believe is the worth of a company determined by its cash flows. In some ways this is
the mindset of a value manager but we think this is how investors should look at a company. Paying
less than the value of a business seems intuitive. They are not GARP or value; however, Delaware looks
for companies growing their intrinsic value and look to hold on to a name for extended periods of time.
They typically hold 25-35 names in the portfolio and have turnover well below peer averages (25-35%).
Delaware’s focus on unique sources of idea generation, intrinsic value model and concentrated
portfolio give them a big edge over the growth universe.

Delaware has a history of buying mid cap companies and holding them as they grow to larger cap
names. Thus, median market cap will typically be much smaller than the index or peers. Not a concern
for us but something to be aware of with this strategy.

Performance:

Despite an attractive team and process, performance has not been as consistent. The nature of a
concentrated portfolio means that a strategy will deviate from the benchmark at times. Trailing period
returns do not look all that exciting at the moment but that is more reason to consider this group now.
They have shown an ability to outperform quite successfully in the past and we think they will turn
around what has been a lackluster period in the last several years.

Fees/Terms:
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e Assuming a $100M allocation the reported fee would be approximately 63 bps. This ranks above the
median manager in eVestment alliance for a similar sized mandate.

e Investment professionals can and do invest substantially in this strategy. Capacity is hypothesized to be
around $15-20B though we think that will be troublesome given the concentrated nature of the product
and the large exposure to smaller companies in the portfolio. We’d prefer they offer investors a firm
figure up front and make efforts to stick to that number.
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HS Management — Concentrated Quality Growth

Organization:

e HSis 100% employee owned by its four founding partners. Harry Segalas is the largest shareholder but
does not have a majority stake. Three of the four founders worked together at WP Stewart before
forming HS in 2007. The organization remains stable and we’d expect ownership to spread to senior
professionals over time.

e HS has been growing steadily since their inception. Most of the firm’s $1.6B in AUM is with institutional
investors and they plan to target that market for most of their growth going forward. Given the
attractive performance this strategy has shown, we’d expect growth to accelerate as more investors
discover HS.

Investment Team:

e Harry Segalas serves as CIO and lead portfolio manager for this strategy. Harry’s role is decision maker
for the portfolio but he tends to stay more high level on company and economic research. David
Altman, Director of Research, performs a lot of the day-to-day research alongside other team members.
David is integral to the team and would be a significant loss to HS. In addition to Harry and David on
the investment team are Gregory Nejmeh, Robert Gebhart, Cameron Livingstone and Katelyn Nejmeh.

e There have been no departures since the 2007 founding of HS.

e Compensation will mostly be driven by the success of the firm. Given the single product focus, its
success will drive bonus and partner profits.

Investment Process:

e HS utilizes a bottom-up research process that focuses on finding dominate companies growing their
earnings in a consistent manner. Most companies in the portfolio will be very large in market cap
though they will find companies smaller down the cap spectrum that they think can grow into
dominant businesses. There is no screen that filters ideas for the investment team. Using experience
and a variety of sources, the team generates ideas organically and creates a focus list that drives buy
and sell decisions. The teams experience, focus and discipline we think set them apart from many
managers in the growth space. Their current size also allows them the ability to enter and exit
positions with minimal impact on performance.

Performance:

e HS has a shorter history than other managers in the search but has achieved an exceptional start since
inception. The only year that HS trailed the benchmark was in 2009 when the market rebounded
strongly off the lows of the bear market. HS tends to hold very high quality businesses with stable cash
flows so they did not fall as much in ‘08 and naturally did not rally as high as more beaten down names.

e Given our view that good managers with recent underperformance appear attractive, we would be
inconsistent if we did not address the opposite case. HS has had a remarkable last few years and we
would caution clients buying managers recent good performance. While we think HS will be great
manager over the long term and hiring them while they are still nimble is a no-brainer, we would
nonetheless caution that they may find themselves out of favor in the near term if empirical evidence is
of any use.

Fees/Terms:

e Assuming a $100M allocation the reported fee would be approximately 65 bps. This ranks above the
median manager in eVestment alliance for a similar sized mandate.

e Investment professionals can and do invest substantially in this strategy. While the firm has plenty of
capacity at this point they declined to offer a number at which they would consider this product to be
no longer open to new money. We’d prefer they offer investors a firm figure up front and make efforts
to stick to that number.
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TCW - Concentrated Core Equities

Organization:

TCW is currently owned by Societe Generale (SG), Credit Agricole (CA) and employees. Employees own
around 19% with the remainder held by SG (69%) and CA (12%). In August, TCW announced that Carlyle
Group and TCW employees will be buying out SG and CA’s ownership resulting in Carlyle owning 60%
and employees having the remainder. It should be noted that two Carlyle private equity funds are the
owners of this business which means that TCW will be sold again in the future so that Carlyle LPs get
their capital back. Knowing there will be some kind of unknown transaction with TCW in the future
gives us pause on the organization. The team at Concentrated Core should be stable up until then given
the employment contracts and higher ownership stake.

TCW has a lengthy litigation record which results from their various business units and displeased
customers or counterparties. None impacted this strategy or even an equity team but worth noting
nonetheless.

TCW has a diversified client base and though they have struggled with growth since the departure of
their fixed income team, they have stabilized the client losses and appear to be growing in some areas.

Investment Team:

Craig Blum is portfolio manager with Brandon Bond serving as a senior research analyst. That
comprises the team on Concentrated Core though they will be assisted by a 10 person analyst pool
within TCW. The notable departure of former PM, Steve Burlingame, occurred in 2007 and the team
has not changed since the addition of Brandon Bond in 2009. They will utilize the internal analysts for
idea generation and research as well as 3" party resources. The Core Equity team has always been a
small group and they have managed to perform well but we would rather see more resources devoted
to the strategy.

As a result of the recent transaction with Carlyle, Craig has signed a 5 year contract with TCW in which
he will also be receiving a significant ownership stake should he stay for the full 5 year period. With the
creation of Doubleline’s equity groups, we will want to ensure they are not picking off TCW analysts.
We don’t see Craig leaving but their internal research group may become a target for other
organizations.

Investment Process:

TCW utilizes a fundamental process that focuses on growth companies that have competitive
advantages and are trading at attractive valuations. There is also a macro component that looks to
balance the portfolio between standard growth companies and businesses that have less GDP
sensitivity. The macro overlay is more of a portfolio construction tool and attempts to limit losses in
years where the market sells off rapidly. As the name implies, the portfolio is concentrated in 25-35
names with low turnover and very little sensitivity to the benchmark.

Performance:

Since Craig took over the strategy, performance has smoothed out relative to the index. His macro
overlay is really just a way to balance out the portfolio’s risk profile. That said tracking error will still
run pretty high at times though we think that should not be a deterrent for patient investors.
Performance prior to the departure of Burlingame in 2007 should be discounted as it was a different
PM and had no macro component.

The product has an impressive track record since Blum took over and much of that can be attributed to
the defensive names he has in the company.

Fees/Terms:

Assuming a $100M allocation the reported fee would be approximately 70 bps. This ranks well above
the median manager in eVestment alliance for a similar sized mandate.

There is a small investment in the strategy through a mutual fund by employees. Capacity is not
specified though they should have plenty with assets around $5.3B. Still, we’d like to see TCW offer a
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firmer number especially as the strategy was once managing near $20B before the departure of
Burlingame.
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Wedgewood Partners — Large Cap Focused Growth

Organization:

e Wedgewood is a privately held firm owned by Tony Guerrerio (55%) and David Rolfe (45%). Tony
serves as president of the firm and David as the CIO. Two other investment team members have been
offered deferred equity of 5%. Tony has sold Wedgewood once before to a bank and as the majority
owner he would have the ability to do so again. His ownership is the larger concern as he is not integral
to the investment process; he is older and has the largest stake in the firm. While we like to see
employee owners, this structure is too reliant on a single individual and one that will be looking for a
liquidity event of considerable size.

e Wedgewood does not have any litigation or regulatory issues. They also do not participate in Soft
Dollar arrangements which we find refreshing.

e Wedgewood does not have a large institutional business. They have relied on the WRAP, mutual fund
and high net worth market for most of their history. There are some areas of the organization that lack
an institutional quality support structure.

Investment Team:

e David Rolfe is the key investment employee at the firm and has made his presence on TV and in print
well known. Supporting David is Dana Webb, Michael Quigley and Tony Guerrerio. Tony is the
president and has no background in research so it’s not clear if he is a vital member of the team. Dana
has more experience and is listed as portfolio manager though she also acts as the marketer for
Wedgewood. Michael was the trader and is now listed at a portfolio manager but they don’t have
another trader to replace him so it is safe to assume he acts as the trader for this portfolio. That leaves
David as the only full-time member of the investment team. We have concerns about the ability of this
group to do the necessary work on each investment idea.

e David’s sizable ownership stake would be a significant hurdle for any other employee to match in
recruiting so we don’t view his departure as likely. Dana and Michael are less constrained to
Wedgewood though they have a lengthy history with the firm and their departure would not be a huge
detriment.

Investment Process:

e Wedgewood has a fundamental process that emphasizes competitive advantages, valuation, growth,
balance sheet health and a differentiated business from the other portfolio’s holdings. More so than
the other managers, Wedgewood will dip into more traditional value sectors and companies. Berkshire
Hathaway has been one of the portfolio’s largest holdings and David likes to cite Warren Buffett as a
model for his investment philosophy. They tend to have low turnover and a very concentrated
portfolio (~*20 names). There are aspects to the process that are attractive but a couple issues stand out
with Wedgewood, the concentration of names is a concern and the lack of depth on the team.

Performance:

e Wedgewood track record is impressive and they have performed well in a number of market
environments. It’s the recent performance that is most striking and for that reason gives us pause. We
are always cautious about hiring a manager coming off a recent run of exceptional performance and
Wedgewood would be a prime candidate. David’s stock picking has been good and he appears to have
stuck to his discipline so he deserves credit but we nonetheless think that kind of performance will
mean revert.

Fees/Terms:

e Wedgewood did not provide a fee schedule but indicated a range of fees from 40 — 100bps. Given their
small institutional assets relative to the total firm AUM, we’d assume they would be willing to
negotiate fees.

e Wedgewood employees have a meaningful stake in the product through a retirement plan. Capacity is
a non-issue at this point but the RFl indicated closing around $8-9B, a figure that seems reasonable

Strategic Investment Solutions Page | 9
CONFIDENTIAL — DO NOT DISTRIBUTE WITHOUT PRIOR WRITTEN CONSENT



given the concentration of the strategy.
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Wellington Management — Diversified Growth

Organization:

Wellington is a 100% employee-owned asset management firm. The organization has been stable over
time and has operated as a partnership since 1979. There are currently 135 partners, mostly coming
from the various investment teams. There are no plans to alter the ownership structure in the future.
Paul Marrkand, the portfolio manager for Diversified Growth is a partner in the firm.

Wellington has a pending case with the SEC related to a trade conducted a number of years ago that is
being investigated for insider trading. Wellington claims innocence of the charge and there has been no
action by the SEC. Some other litigation but nothing material.

The Strategy has had little to no growth since 2010 when assets peaked over $11B. Up till then, the
strategy had strong growth for a number of years following attractive performance.

Investment Team:

Paul Marrkand took over the strategy in 2005 from the previous PM whom retired. There has been one
analyst departure in 2012 and a couple additions to the research team in the last 5 years. Overall, we
view this as an experienced and fairly stable group since 2005. The team consists of Paul Marrkand,
PM, and two research analysts, Kevin Stowell and Joel Thomson. They are supported by a very
extensive global industry analyst team within Wellington.

Investment team members are compensated with a base salary, variable compensation and profit
distribution based on ownership. The variable compensation for PM's will be primarily based on the
performance of the manager's product using one and three year rolling time periods.

Investment Process:

Wellington utilizes a traditional fundamental research process that focuses on finding growth
companies with attractive valuation, growth and quality metrics. The portfolio will balance its
exposure to these three areas in order to provide a diversified set of exposures. Wellington believes
one of these three will be in or out of favor at any given time and clients would benefit most from
having exposure to all so as to avoid unintended style bets. Idea generation will come mostly from the
Diversified team or from within Wellington's global analyst group. Growth companies will have higher
revenue and earnings growth trajectories, Quality companies will have strong cash flow and a deep
competitive advantage and valuation companies will offer attractive risk/reward opportunities.
Balancing the portfolios exposure to these three areas is meant to offer investors more consistent
results over time.

Wellington has a number of layers of risk management from portfolio risk management tools to
counterparty risk management and a risk management committee that oversees the firm's various
products. The portfolio manager will be responsible for much of the risk management duties on a day-
to-day basis.

Performance:

The strategy has struggled with excess returns in recent years which diminished an otherwise
impressive track record. While we would like managers to perform well in all environments, we
recognize that all strategies will underperform at some point and often it is during those moments that
good managers become the most attractive. We think this product has the attributes to turn
performance around.

The product does not experience large swings in performance relative to the benchmark. It is fairly
consistent in terms of its tracking error. The recent underperformance is a little out of character so
we'd want to ensure that it is not a fundamental issue in the process.

Fees/Terms:

Assuming a $100M allocation the reported fee would be approximately 48 bps. This ranks below the
median manager in eVestment alliance for a similar sized mandate.

Wellington does not disclose how much the investment team invests in their products. We would
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prefer Wellington be more transparent with this information as we seek an alignment of interests with
our client. Capacity is also not explicitly stated though the product at $11B is still open for new
investments. Wellington has a mixed history of closing products at reasonable levels.

Strategic Investment Solutions Page | 12
CONFIDENTIAL — DO NOT DISTRIBUTE WITHOUT PRIOR WRITTEN CONSENT



Manager Brown Advisory Delaware HS Management TCW Wedgewood Wellington
Investments Partners Management

‘Number of Holdings 34 3 2 2 88

1 5 31
‘Weighted Ave. Mkt. Cap 58.9B 75.4B 61.0B 81.2B 109.9B 111.0B

‘Tracking Error * ——————
' Up Market Capture* 118.56 97.45 97.58 104.6 115.65 108.5
‘Down Market Capture* 9405 9448 7869 9208 85  1109%

*5 Year Average
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Manager Comparison Report

Summary Tables

Russell 1000 Growth Index

Benchmark

December 31, 2012

Universe
eA Large Cap Growth Equity

Brown Advisory: Delaware Investments: HS Mgt. Partners: TCW: Concentrated Wedgewood: Lrg Wellington Mgmt: Russell 1000 eA Large Cap Growth |eA Large Cap Growth
Large Cap Growth Large-Cap Growth Conc. Quality Gr. Core Cap Fcsed Grwth Diversified Growth Growth Index Equity Median Equity Size
Stat | Rank Stat | Rank Stat | Rank Stat | Rank Stat | Rank Stat | Rank Stat | Rank
Total Return
3 Mos. -0.6 43 -0.5 39 23 5 0.9 16 0.2 25 -2.8 94 -1.3 64 -0.9 314
1Yr. 16.7 37 17.0 33 28.9 1 16.7 38 22.6 3 13.8 70 15.3 55 15.7 314
3 Yrs. 13.8 4 13.5 6 16.8 2 13.0 10 14.6 3 10.0 59 11.4 34 10.4 313
5 Yrs. 7.7 1 3.9 21 7.2 2 5.7 5 8.7 1 2.1 57 3.1 35 2.4 303
7 Yrs. 9.5 1 5.1 48 n/a n/a 5.5 35 8.1 2 5.8 25 5.2 45 5.0 277
10 Yrs. 10.5 6 7.8 55 n/a n/a 10.1 9 11.3 3 9.1 23 7.5 61 7.9 238
Excess Return
3 Mos. 0.7 0.8 3.7 2.2 1.5 -1.4 0.4 314
1VYr. 1.5 1.8 13.6 1.4 7.3 -1.4 0.4 314
3 Yrs. 2.5 2.2 5.4 1.6 3.2 -1.4 -0.9 313
5Yrs. 4.6 0.7 4.1 2.6 5.5 -1.0 -0.7 303
7 Yrs. 4.3 -0.1 n/a n/a 0.3 29 0.6 -0.2 277
10 Yrs. 3.0 0.3 n/a n/a 2.6 3.8 1.6 0.4 238
Excess Return vs. Universe Median
3 Mos. 0.3 0.4 3.2 1.8 1.1 -1.9 -0.4 314
1Yr. 11 14 13.2 1.0 6.9 -1.8 -0.4 314
3Yrs. 3.4 3.1 6.4 2.6 4.2 -0.4 0.9 313
5 Yrs. 5.3 1.5 4.9 3.3 6.3 -0.3 0.7 303
7 Yrs. 4.5 0.1 n/a n/a 0.5 3.1 0.8 0.2 277
10 Yrs. 2.6 -0.2 n/a n/a 2.2 3.4 1.2 -0.4 238
Standard Deviation
3Yrs. 19.0 89 15.3 17 14.0 8 15.9 29 15.6 20 19.2 91 15.9 28 16.9 313
5 Yrs. 21.1 75 19.5 43 17.7 12 19.0 29 19.5 44 21.6 85 19.3 37 19.8 303
7 Yrs. 18.4 69 17.3 45 n/a n/a 17.1 40 17.2 43 18.8 79 16.9 34 17.4 277
10 Yrs. 16.3 65 15.6 48 n/a n/a 16.7 75 15.9 56 16.9 78 15.1 35 15.7 238
Tracking Error
3Yrs. 5.5 83 4.1 59 6.3 920 3.1 30 4.3 65 4.1 57 3.8 313
5 Yrs. 5.7 71 4.6 50 6.3 79 4.4 48 6.9 87 4.0 37 4.6 303
7 Yrs. 5.0 65 5.0 63 n/a n/a 4.9 60 6.6 85 3.9 31 4.4 277
10 Yrs. 4.6 55 4.7 60 n/a n/a 5.9 78 6.4 84 3.9 31 4.5 238
Information Ratio
3 Yrs. 0.5 10 0.5 8 0.9 3 0.5 9 0.8 4 -0.3 57 -0.3 313
5 Yrs. 0.8 1 0.2 20 0.7 2 0.6 4 0.8 1 -0.3 59 -0.2 303
7 Yrs. 0.9 1 0.0 48 n/a n/a 0.1 35 0.4 4 0.2 24 -0.1 277
10 Yrs. 0.7 0.1 56 n/a n/a 0.4 13 0.6 4 0.4 15 0.1 238

Universe Rank: Green = Top Quartile Red = Bottom Quartile




Manager Comparison Report

Summary Tables

Russell 1000 Growth Index

Benchmark

December 31, 2012

Universe
eA Large Cap Growth Equity

Brown Advisory: Delaware Investments: HS Mgt. Partners: TCW: Concentrated Wedgewood: Lrg Wellington Mgmt: Russell 1000 eA Large Cap Growth |eA Large Cap Growth
Large Cap Growth Large-Cap Growth Conc. Quality Gr. Core Cap Fcsed Grwth Diversified Growth Growth Index Equity Median Equity Size
Stat | Rank Stat | Rank Stat | Rank Stat | Rank Stat | Rank Stat | Rank Stat | Rank
Beta
3 Yrs. 1.2 13 0.9 86 0.8 96 1.0 73 0.9 84 1.2 6 1.1 313
5Yrs. 1.1 30 1.0 61 0.9 91 1.0 71 1.0 75 1.1 15 1.0 303
7 Yrs. 1.1 33 1.0 62 n/a n/a 1.0 66 1.0 76 1.1 18 1.0 277
10 Yrs. 1.0 36 1.0 57 n/a n/a 1.0 37 1.0 67 1.1 15 1.0 238
Alpha (CAPM)
3 Yrs. 0.7 19 3.0 6 7.6 1 1.8 10 3.9 4 -3.6 83 -14 313
5Yrs. 4.5 1 0.8 21 4.5 2 2.7 6 5.7 1 -1.3 63 -0.7 303
7 Yrs. 4.2 1 0.0 46 n/a n/a 0.4 35 3.1 2 0.3 36 -0.2 277
10 Yrs. 2.8 9 0.3 59 n/a n/a 2.4 12 4.0 3 1.1 33 0.5 238
Sharpe Ratio
3 Yrs. 0.7 21 0.9 7 1.2 1 0.8 10 0.9 4 0.5 76 0.7 24 0.6 313
5Yrs. 0.3 2 0.2 21 0.4 1 0.3 7 0.4 1 0.1 59 0.1 33 0.1 303
7 Yrs. 0.4 2 0.2 47 n/a n/a 0.2 35 0.4 3 0.2 36 0.2 41 0.2 277
10 Yrs. 0.5 7 0.4 58 n/a n/a 0.5 15 0.6 3 0.4 34 0.4 61 0.4 238
Upside Capture Ratio
3 Yrs. 117.0 9 95.3 73 93.6 78 102.3 50 96.4 70 117.9 8 101.9 313
5Yrs. 114.9 8 97.7 60 92.6 75 101.8 39 101.1 42 114.3 99.4 303
7 Yrs. 114.0 9 97.4 66 n/a n/a 99.7 54 96.8 71 114.1 9 100.3 277
10 Yrs. 109.0 25 98.7 68 n/a n/a 113.4 16 101.3 55 114.5 14 102.5 238
Downside Capture Ratio
3 Yrs. 110.0 55 82.7 9 63.7 1 94.9 19 78.9 7 129.4 95 108.1 313
5Yrs. 97.1 29 95.4 24 79.0 5 92.8 19 81.8 115.3 89 102.8 303
7 Yrs. 95.5 26 97.8 34 n/a n/a 98.4 36 84.1 11 1111 82 102.2 277
10 Yrs. 95.1 29 97.1 37 n/a n/a 102.3 55 81.5 11 108.6 80 101.5 238

Universe Rank: Green = Top Quartile Red = Bottom Quartile
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Benchmark Universe
Cumulative Performance - Growth of $10,000 v .
Russell 1000 Growth Index eA Large Cap Growth Equity
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Benchmark Universe
Russell 1000 Growth Index eA Large Cap Growth Equity

Performance Evaluation

3 Year Rolling Performance: From Jan-03 to Dec-12
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= Brown Advisory: Large Cap Growth = Delaware Investments: Large-Cap Growth = HS Mgt. Partners: Conc. Quality Gr. = TCW: Concentrated Core = Wedgewood: Lrg Cap Fcsed Grwth = Wellington Mgmt: Diversified Growth
== Russell 1000 Growth Index
Total Return
3 Months 6 Months 1 Year 3 Years 5 Years 7 Years 10 Years
Stat Rank Stat Rank Stat Rank Stat Rank Stat Rank Stat Rank Stat Rank
Brown Advisory: Large Cap Growth -0.6 43 7.2 23 16.7 37 13.8 4 7.7 1 9.5 1 10.5 6
Delaware Investments: Large-Cap Growth -0.5 39 6.0 37 17.0 33 13.5 6 3.9 21 5.1 48 7.8 55
HS Mgt. Partners: Conc. Quality Gr. 2.3 5 14.0 1 28.9 1 16.8 2 7.2 2 n/a n/a n/a n/a
TCW: Concentrated Core 0.9 16 8.0 14 16.7 38 13.0 10 5.7 5 5.5 35 10.1 9
Wedgewood: Lrg Cap Fcsed Grwth 0.2 25 9.0 6 22.6 3 14.6 3 8.7 1 8.1 2 11.3 3
Wellington Mgmt: Diversified Growth -2.8 94 3.1 89 13.8 70 10.0 59 2.1 57 5.8 25 9.1 23
Russell 1000 Growth Index -1.3 64 4.7 62 15.3 55 11.4 34 3.1 35 5.2 45 7.5 61
eA Large Cap Growth Equity Median -0.9 5.3 15.7 10.4 2.4 5.0 7.9
eA Large Cap Growth Equity Size 314 314 314 313 303 277 238
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Benchmark Universe

Performance Evaluation
Russell 1000 Growth Index eA Large Cap Growth Equity

Trailing Performance vs. Peers
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-6 T T T T T T T T T T
2012 2011 2010 2009 2008 2007 2006 2005 2004 2003
Total Return
2012 2011 2010 2009 2008 2007 2006 2005 2004 2003
Stat Rank Stat Rank Stat Rank Stat Rank Stat Rank Stat Rank Stat Rank Stat Rank Stat Rank Stat Rank
@ Brown Advisory: Large Cap Growth 16.7 37 0.4 38 25.7 4 53.8 4 -36.0 30 12.3 63 15.7 6 5.2 72 5.9 82 29.3 48
@ Delaware Investments: Large-Cap Growth 17.0 33 8.9 3 14.9 62 44.0 16 -42.6 80 13.6 54 3.0 90 15.3 8 3.9 93 24.8 79
A HS Mgt. Partners: Conc. Quality Gr. 28.9 1 5.6 7 17.1 43 35.9 43 -34.5 22 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
O] TCW: Concentrated Core 16.7 38 5.0 8 17.8 35 43.8 17 -36.5 34 14.9 47 -4.3 100 49 74 13.5 21 51.5 3
¢ Wedgewood: Lrg Cap Fcsed Grwth 22.6 3 6.4 6 15.3 59 61.8 3 -37.8 43 15.7 43 -1.8 98 6.9 56 10.7 42 43.6 6
=+ Wellington Mgmt: Diversified Growth 13.8 70 -3.2 74 20.7 15 38.9 27 -39.9 62 17.1 36 13.9 11 11.0 24 9.5 51 32.7 27
A Russell 1000 Growth Index 15.3 55 2.6 20 16.7 47 37.2 36 -38.4 48 11.8 65 9.1 49 53 71 6.3 79 29.8 47
eA Large Cap Growth Equity Median 15.7 -0.6 16.2 34.9 -38.6 14.3 8.9 7.6 9.6 29.0
eA Large Cap Growth Equity Size 314 367 404 439 466 479 490 491 483 476
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Total Return vs. Benchmark - Last 10 Years (if available)
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Universe
eA Large Cap Growth Equity

Benchmark

Total Return vs. Benchmark - Last 10 Years (if available) Russell 1000 Growth Index

35 <> 30
307 Outperform: 76.3% O 257 Outperform: 91.7%
- | Underperform: 23.7% : .39
25 p b R <><> Q 20 Underperform: 8.3% #
+

207 o o <%§<§> 2 5]
c 0 c
5 15 O<><> 5
2 £ 101
g V. BN g
- 10 00()@ 0 ¢ o g *
g 000 g 0° *
3 ° VAP E
: K ® 2 o o
c O & c
< o < | L
T -5 o g O
3 K ° *
= =

-10+ MK i o +

° -
~154 -154 -
o LN}
-20 f T T T -20 f T T T T
-30 -20 -10 o] 10 20 30 -30 -20 -10 o] 10 20 30

Russell 1000 Growth Index Annualized Return, % Russell 1000 Growth Index Annualized Return, %

B Delaware Investments: Large-Cap Growth ] HS Mgt. Partners: Conc. Quality Gr. [ TCW: Concentrated Core

B Wellington Mgmt: Diversified Growth

l Brown Advisory: Large Cap Growth
[0 Wedgewood: Lrg Cap Fcsed Grwth



Manager Comparison

Returns Based Style Analysis

3 Year Rolling Style: From Jan-03 to Dec-12

Russell 1000 Growth Index
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Returns Based Style Analysis Benchmark Universe
Y ) Russell 1000 Growth Index eA Large Cap Growth Equity

Style Exposures: Last 5 Years
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Returns Based Style Analysis

Benchmark Universe
Russell 1000 Growth Index eA Large Cap Growth Equity
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Returns Based Style Analysis

Benchmark
Russell 1000 Growth Index
Style Weight: Rolling

Universe
eA Large Cap Growth Equity
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Risk Analysis

Trailing Risk vs. Peers
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3 Year Rolling Risk: From Jan-03 to Dec-12
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Trailing Risk
1 Year 3 Years 5 Years 7 Years 10 Years
Stat Rank Stat Rank Stat Rank Stat Rank Stat Rank
@ Brown Advisory: Large Cap Growth 16.0 93 19.0 89 21.1 75 18.4 69 16.3 65
@ Delaware Investments: Large-Cap Growth 12.4 38 15.3 17 19.5 43 17.3 45 15.6 48
/A HS Mgt. Partners: Conc. Quality Gr. 9.9 6 14.0 8 17.7 12 n/a n/a n/a n/a
O] TCW: Concentrated Core 13.5 66 15.9 29 19.0 29 17.1 40 16.7 75
¢ Wedgewood: Lrg Cap Fcsed Grwth 131 56 15.6 20 19.5 44 17.2 43 15.9 56
=+ Wellington Mgmt: Diversified Growth 14.7 83 19.2 91 21.6 85 18.8 79 16.9 78
A Russell 1000 Growth Index 11.6 22 15.9 28 19.3 37 16.9 34 15.1 35
eA Large Cap Growth Equity Median 12.8 16.9 19.8 17.4 15.7
eA Large Cap Growth Equity Size 314 313 303 277 238
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Downside Risk Analysis

Trailing Downside Risk vs. Peers

Benchmark
Russell 1000 Growth Index

December 31, 2012

Universe
eA Large Cap Growth Equity
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Trailing Downside Risk
1Year 3 Years 5 Years 7 Years 10 Years
Stat Rank Stat Rank Stat Rank Stat Rank Stat Rank
@ Brown Advisory: Large Cap Growth 10.3 88 11.0 49 14.2 16 12.2 13 10.5 28
@ Delaware Investments: Large-Cap Growth 6.8 29 8.7 7 14.1 28 12.4 43 10.7 48
A HS Mgt. Partners: Conc. Quality Gr. 4.3 1 7.1 1 12.5 3 n/a n/a n/a n/a
O] TCW: Concentrated Core 8.5 55 9.5 16 13.1 12 11.8 34 10.7 40
¢ Wedgewood: Lrg Cap Fcsed Grwth 7.2 9 8.4 6 12.3 5 10.6 11 9.2 11
=+ Wellington Mgmt: Diversified Growth 9.0 87 11.4 86 15.3 75 13.2 61 11.4 60
A Russell 1000 Growth Index 7.1 30 9.4 24 14.0 35 12.0 36 10.4 43
eA Large Cap Growth Equity Median 7.8 10.2 14.3 12.4 10.7
eA Large Cap Growth Equity Size 314 313 303 277 238
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Risk/Return Analysis Benchmark Universe
i u ysi .
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Descriptive Statistics: Annualized Annualized Sharpe Information
Jan 08 - Dec 12 Return Std Dev Ratio Ratio
@ Brown Advisory: Large Cap Growth 7.73 21.09 0.43 0.81
@ Delaware Investments: Large-Cap Growth 3.87 19.50 0.26 0.16
A HS Mgt. Partners: Conc. Quality Gr. 7.24 17.73 0.45 0.65
[ TCW: Concentrated Core 5.68 18.97 0.36 0.58
¢ Wedgewood: Lrg Cap Fcsed Grwth 8.66 19.53 0.49 0.81
4+ Wellington Mgmt: Diversified Growth 2.12 21.55 0.18 -0.25
A Russell 1000 Growth Index 3.12 19.32 0.23 NA

eA Large Cap Growth Equity Median 2.39 19.84 0.19 -0.16
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Benchmark Universe

Performance vs. Benchmark
Russell 1000 Growth Index eA Large Cap Growth Equity

3 Year Rolling Excess Performance: From Jan-03 to Dec-12
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Tracking Error Benchmark Universe
e Russell 1000 Growth Index eA Large Cap Growth Equity
3 Year Rolling Tracking Error: From Jan-03 to Dec-12
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Benchmark Universe

Alpha
i Russell 1000 Growth Index eA Large Cap Growth Equity

3 Year Rolling Alpha: From Jan-03 to Dec-12
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Manager Comparison
Benchmark Universe
Russell 1000 Growth Index eA Large Cap Growth Equity

Beta
3 Year Rolling Beta: From Jan-03 to Dec-12
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Ub & Down Markets Benchmark Universe
B Russell 1000 Growth Index eA Large Cap Growth Equity
Up/Down Market Alpha: Last5 Years
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Gain/Loss Analysis

Benchmark
Russell 1000 Growth Index

December 31, 2012

Universe
eA Large Cap Growth Equity

Up Market Statistics: Alpha B Up Annual Batting NL_Jm
Jan 08 - Dec 12 Capture Return Average Periods
Brown Advisory: Large Cap Growth -0.39 1.15 114.88 36.87 0.65 34
Delaware Investments: Large-Cap Growth -0.56 1.00 97.71 31.36 0.44 34
HS Mgt. Partners: Conc. Quality Gr. 3.20 0.82 92.55 29.70 0.41 34
TCW: Concentrated Core 0.36 1.00 101.79 32.67 0.50 34
Wedgewood: Lrg Cap Fcsed Grwth -7.28 1.27 101.05 32.43 0.53 34
Wellington Mgmt: Diversified Growth 0.23 1.12 114.27 36.67 0.71 34
Russell 1000 Growth Index 0.00 1.00 100.00 32.09 0.00 34
eA Large Cap Growth Equity Median -0.70 1.02 99.38 31.89 0.50 34
Down Market Statistics: Alpha B Down Annual Batting NL_Jm
Jan 08 - Dec 12 Capture Return Average Periods
Brown Advisory: Large Cap Growth 1.09 1.01 97.08 -21.29 0.58 26
Delaware Investments: Large-Cap Growth 1.82 1.02 95.43 -20.93 0.58 26
HS Mgt. Partners: Conc. Quality Gr. 4.47 0.96 78.96 -17.32 0.73 26
TCW: Concentrated Core -0.45 0.90 92.76 -20.34 0.58 26
Wedgewood: Lrg Cap Fcsed Grwth 1.46 0.86 81.84 -17.95 0.65 26
Wellington Mgmt: Diversified Growth -5.16 0.96 115.27 -25.28 0.19 26
Russell 1000 Growth Index 0.00 1.00 100.00 -21.93 0.00 26
eA Large Cap Growth Equity Median -1.01 0.97 102.78 -22.54 0.46 26
Performance Extremes: Best Best Monthly Worst Worst Monthly Best 12 Best 12 Month Worst 12 Worst 12
Jan 08 - Dec 12 Month Return Month Return Months Return Months Month Return
Brown Advisory: Large Cap Growth Oct-11 14.56 Oct-08 -18.20 Mar-09 - Feb-10 65.19 Jan-08 - Dec-08 -36.00
Delaware Investments: Large-Cap Growth Sep-10 11.48 Oct-08 -15.25 Mar-09 - Feb-10 55.08 Jan-08 - Dec-08 -42.63
HS Mgt. Partners: Conc. Quality Gr. Oct-11 12.09 Oct-08 -14.90 Mar-09 - Feb-10 55.40 Jan-08 - Dec-08 -34.50
TCW: Concentrated Core Apr-09 11.80 Oct-08 -13.63 Mar-09 - Feb-10 50.25 Jan-08 - Dec-08 -36.46
Wedgewood: Lrg Cap Fcsed Grwth Apr-09 17.23 Oct-08 -13.93 Mar-09 - Feb-10 69.39 Jan-08 - Dec-08 -37.78
Wellington Mgmt: Diversified Growth Oct-11 13.62 Oct-08 -17.66 Mar-09 - Feb-10 56.19 Mar-08 - Feb-09 -40.66
Russell 1000 Growth Index Oct-11 10.97 Oct-08 -17.61 Mar-09 - Feb-10 54.19 Mar-08 - Feb-09 -40.03
Excess Returns for 3/10/2009 10/9/2007 - 10/10/2002 - 3/24/2000 - 8/13/1987 -
Specific Periods: - Present 3/9/2009 10/8/2007 10/9/2002 3/23/2000
Excess Universe Excess Universe Excess Universe Excess Universe Excess Universe
Return Rank Return Rank Return Rank Return Rank Return Rank
Brown Advisory: Large Cap Growth 30.61 4 3.51 26 22.38 31 16.14 40 NA NA
Delaware Investments: Large-Cap Growth 17.59 7 -1.77 70 -6.78 75 1.11 83 NA NA
HS Mgt. Partners: Conc. Quality Gr. 30.38 5 4.87 17 NA NA NA NA NA NA
TCW: Concentrated Core 7.19 15 5.48 13 32.40 22 4.24 72 NA NA
Wedgewood: Lrg Cap Fcsed Grwth 38.83 2 8.83 4 19.71 35 NA NA NA NA
Wellington Mgmt: Diversified Growth -5.49 38 -0.87 63 40.59 15 11.88 50 164.55 45
Russell 1000 Growth Index 0.00 28 0.00 56 0.00 67 0.00 85 0.00 79
eA Large Cap Growth Equity Median -9.61 50 0.33 50 8.69 50 11.56 50 149.59 50
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Excess Correlation Matrix Benchmark Universe .
Russell 1000 Growth Index eA Large Cap Growth Equity
Correlation Matrix: Last5 Years
1

Brown Advisory: Large Cap Growth 1 2

Delaware Investments: Large-Cap Growth 2 0.10 3

HS Mgt. Partners: Conc. Quality Gr. 3 -0.08 0.31 4

TCW: Concentrated Core 4 0.19 0.35 0.05 5

Wedgewood: Lrg Cap Fcsed Grwth 5 0.32 0.09 0.06 0.44 6

Wellington Mgmt: Diversified Growth 6 0.31 -0.22 -0.45 0.08 -0.17 7

Cash 7 -0.18 0.08 0.40 0.19 0.15 -0.50 8

Top Value 8 -0.21 -0.04 0.33 -0.26 -0.02 -0.34 0.20 9

Top Growth 9 -0.30 0.18 0.44 0.02 0.10 -0.48 0.60 0.31 10

Mid Value 10 0.09 -0.28 -0.14 -0.26 -0.02 0.03 -0.35 0.46 -0.53 11

Mid Growth 11 0.31 -0.17 -0.44 -0.01 -0.08 0.46 -0.60 -0.31 -1.00 0.55 12

Sm Value 12 0.16 -0.26 -0.04 -0.23 -0.06 0.06 -0.26 0.49 -0.33 0.84 0.36 13

Sm Growth 13 0.35 -0.26 -0.21 -0.09 -0.08 0.37 -0.48 -0.02 -0.68 0.62 0.70 0.74 14
Russell 1000 Growth Index 14 NA NA NA NA NA NA NA NA NA NA NA NA NA

Negative Uncorrelated Low Moderate High _

-1 -0.20 0.20 0.60 0.85 0.95 1

The Correlation Matrix reveals the strength of return relationships between investments. A perfect linear relationship is represented by a correlation of 1, while a perfect negative
relationship has a correlation of -1. A correlation of 0 indicates no relationship between the investments. Correlation is a critical component to asset allocation and can be a
useful way to measure the diversity of a combined plan portfolio.
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Returns Based Attribution

Performance Attributed to Selection & Timing: Last5 Years

December 31, 2012

Universe
eA Large Cap Growth Equity

Benchmark
Russell 1000 Growth Index

Brown Advisory: Delaware Investments: HS Mgt. Partners: TCW: Concentrated Wedgewood: Lrg Wellington Mgmt: M Excess
Large Cap Growth Large-Cap Growth Conc. Quality Gr. Core Cap Fcsed Grwth Diversified Growth [ Selection
; M Timing
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Performance Attributed to Style Exposures: Last5 Years
Brown Advisory: Delaware Investments: HS Mgt. Partners: TCW: Concentrated Wedgewood: Lrg Wellington Mgmt: 0 sm Growth
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Performance Attribution: Excess Selection Timing Cash Top Top Mid Mid Sm Sm
Jan-08 - Dec-12 Return Return Return Value Growth Value Growth Value Growth
[ L ] o L Q) o @) @) ©)
Brown Advisory: Large Cap Growth 4.61 4.04 0.47 0.03 0.00 -0.10 0.00 4.75 -0.01 0.12
Delaware Investments: Large-Cap Growth 0.74 0.66 -0.02 0.00 0.16 3.19 0.00 0.50 0.00 0.00
HS Mgt. Partners: Conc. Quality Gr. 4.12 6.04 -2.02 0.02 2.15 -1.18 0.00 0.44 -0.02 0.23
TCW: Concentrated Core 2.55 2.04 0.42 0.05 0.00 3.72 0.00 0.69 0.00 -0.01
Wedgewood: Lrg Cap Fcsed Grwth 5.54 4.97 0.47 0.04 0.00 3.94 1.46 -0.73 0.00 -0.27
Wellington Mgmt: Diversified Growth -1.00 -1.08 -0.02 0.00 0.00 1.81 0.00 0.97 0.04 1.54
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Benchmark Universe

Appendix: Glossary of Terms
il v Russell 1000 Growth Index eA Large Cap Growth Equity

Appendix: Glossary of Terms

Alpha - Alpha measures the difference between an investment's actual performance, and its expected performance as indicated by the returns of a selected market index. A positive Alpha indicates the
risk-adjusted performance is above that index. In calculating Alpha, Standard Deviation (total risk) is used as risk measure. Alpha is often used to judge the value added or subtracted by a manager.

Batting Average - Batting Average is sometimes known as the probability of success. This measures the frequency with which a manager performs better than a selected Market Index. It is computed
by dividing the number of positive excess returns by the total number of excess returns during the period.

Beta - Beta is defined as a Manager's sensitivity to market movements and is used to evaluate market related, or systematic risk. Beta is a measure of the linear relationship, over time, of the
Manager's returns and those of the Benchmark. Beta is computed by regressing the Manager's excess returns over the risk free rate (cash proxy) against the excess returns of the Benchmark over the
risk free rate. An investment that is as equally volatile as the market will have a Beta of 1.0; an investment half as volatile as the market will have a Beta of 0.5; and so on. Thus, Betas higher than 1.0
indicate that the fund is more volatile than the market.

Calmar Ratio - The Calmar Ratio is a risk/return ratio that calculates return on a downside risk adjusted basis. Similar to other efficiency ratios it balances return in the numerator per unit risk in the
denominator. In this case risk is characterized by the Maximum Drawdown.

Correlation (R) - The Correlation represents the degree to which investments move in tandem with one another and is a critical component of diversified portfolio construction. The Correlation varies
between a minimum of -1 (move in opposite direction) and a maximum of 1 (completely correlated). Lower Correlations enhance diversification and lead to better risk-adjusted returns within diversified
portfolios. An R of less than 0.3 is often considered low Correlation.

Distribution of Excess Returns - Distribution of Excess Returns displays an arrangement of statistical data that exhibits the frequency of occurrence of the investment's returns in excess of the
selected Market Index.

Down Market (Mkt) Capture Ratio - Down Market Capture Ratio is a measure of an investment's performance in down markets relative to the market itself. A down market is one in which the market's
return is less than zero. The lower the investment's Down Market Capture Ratio, the better the investment protected capital during a market decline. A negative Down Market Capture Ratio indicates that
an investment's returns rose while the market declined.

Downside Risk (Semi Standard Deviation, Semi StdDev, or Downside Deviation) - Downside Risk only identifies volatility on the down side. Downside Risk measures the variability of returns below
zero, whereas Standard Deviation attributes volatility in either direction to risk. The Downside Risk method calculates the deviations below zero for each observed return. Each time a return falls below
zero, the sum is divided by the number of observations and the square root is taken. This result is then shown on an annualized basis.

Excess - Denotes that a statistic is being measured relative to the Market Index selected. The data set analyzed consists of the periodic differences between the investment's measure and the selected
Market Index's definition.

Information Ratio - The Information Ratio is a measure of value added by an investment manager. It is the ratio of (annualized) excess return above the selected Market Index to (annualized) Tracking
Error. Excess return is calculated by linking the difference of the manager's return for each period minus the selected Market Index return for each period, then annualizing the result.

Kurtosis - Kurtosis describes whether the series distribution is peaked or flat and how thick the tails are as compared to a normal distribution. Positive kurtosis indicates a relatively peaked distribution
near the mean and tends to decline rapidly and have fat tails. Negative kurtosis indicates a relatively flat distribution near the mean. If there are fewer than four data points, or if the standard deviation of
the series equals zero, Kurtosis will appear as N/A.

Loss Ratio - The Loss Ratio is a downside risk-adjusted performance statistic. Similar to the Information Ratio, the Loss Ratio calculates return per unit of risk, except that in this case, risk is
represented by downside risk.
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Strategic Investment Solutions, Inc.

Brown Advisory Large-Cap Growth Strategy

REQUEST FOR INFORMATION: US DoMESTIC EQUITY

I

BACKGROUND & GENERAL INFORMATION

A. Contact information:

Firm Name: Brown Advisory, LLC (Brown Advisory)

Address: 901 South Bond Street, Suite 400
Baltimore, MD 21231

Telephone Number: 410-537-5400

Fax Number: 410-537-6405

Website: www.brownadvisory.com

Primary Contact

Name: Charles Constable

Title: Head of Institutional Business Development

Telephone Number: 410-537-5405

Email: cconstable@brownadvisory.com

B. Provide a brief overview of the firm, its history and main lines of business. Specify any

lines of business other than investment management and provide the approximate
percentage of firm revenues that each comprises.

Brown Advisory is an independent, registered investment advisory firm. The firm was
founded in 1993 as an investment management affiliate of Alex. Brown & Sons, a Baltimore-
based investment bank that traced its roots to 1800. Brown Advisory became a registered
investment advisor in 1995. In 1997, Alex. Brown & Sons was acquired by Bankers Trust to
form BT Alex. Brown, and was ultimately integrated into Deutsche Bank. During these
mergers, believing we could better serve our clients as an employee-owned, independent
firm, Brown Advisory accomplished an employee-led buyout in 1998 and has remained
private ever since.

As of December 31, 2012, approximately 95% of the firm’s revenue was generated from the
investment management business (less than 5% of overall revenue was from brokerage
services).

. Attach an organizational chart depicting the firm’s distinct business units as Appendix A

— Firm Organizational Chart and provide the total number of employees within each
business unit.

As of 12/31/2012, Brown Advisory employed 308 individuals. Please see attached, “Brown
Advisory Organizational Structure.”

Strategic Investment Solutions Page 1 of 37
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D. List the firm’s office locations and the main functional responsibilities of each. In
addition, indicate the location(s) of the investment team responsible managing the
proposed strategy.

Brown Advisory has seven office locations (including the offices of CDK Investment
Management). The investment professionals key to the proposed strategy are based in
Brown Advisory’s Baltimore office.

Baltimore, MD — Principal Office
Functions: Firm Management, Investment Management, Investment Research, Sales &
Client Service.

Washington, D.C. - Principal Office
Functions: Investment Management, Sales & Client Service

Boston, MA Office
Functions: Investment Management, Sales & Client Service

Wilmington, DE Office
Functions: Investment Management, Sales & Client Service

Chapel Hill, NC Office
Functions: Investment Management, Sales & Client Service

London, England Office
Functions: Sales & Client Service

New York, NY Office

Function: Offices of CDK Investment Management (acquired by Brown Advisory in 2012),
a firm specializing in alternative investments that offers both discretionary and non-
discretionary investment advice to private funds of funds.

E. List any subsidiaries, affiliates or joint ventures and briefly describe each relationship.

Brown Advisory is the marketing name for Brown Advisory, LLC, Brown Investment
Advisory & Trust Company, Brown Advisory Securities, LLC, Brown Advisory, Ltd., and
Brown Advisory Trust Company of Delaware, LLC. Brown Advisory’s controlling entity is
Brown Advisory Incorporated (“BAI”), which is organized as a Maryland C corporation and
serves as the firm’s parent company. The firm has two SEC-registered investment advisers:

* Brown Advisory, LLC (“BALLC”)
*  Brown Advisory Securities, LLC (“BAS”)

BALLC is a wholly-owned subsidiary of Brown Advisory Management, LLC (“BAM”). BAI
is the managing member of BAM. In addition to its traditional investment management
activities, BALLC also serves as the general partner of various private and limited
partnerships. These partnerships invest in public securities, private equity securities, and
hedge funds managed by third parties.

Strategic Investment Solutions Page 2 of 37
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BAS (a wholly-owned subsidiary of BAM) is an SEC-registered investment adviser. It is also
registered as a broker-dealer with the SEC and is a member firm of the Financial Industry
Regulatory Authority ("FINRA”). Brown Advisory conducts no institutional trading activity
through Brown Advisory Securities.

Brown Investment Advisory & Trust Company (“BIATC”) is a Maryland State Non-
Depository Trust Company that is subject to regulatory oversight by the Office of the
Commissioner of Financial Regulation of the State of Maryland. BIATC is a wholly-owned
subsidiary of BAI.

Brown Advisory Trust Company of Delaware, LLC (“BATCODE”) is a Delaware limited
purpose trust company that is subject to regulatory oversight by the Office of the State Bank
Commissioner of the State of Delaware. BATCODE is a wholly-owned subsidiary of BAM.

Brown Advisory Ltd. is a UK-based investment adviser that is regulated by the UK Financial
Services Authority (“FSA”™). It is a wholly-owned subsidiary of BAI.

Brown Advisory is also affiliated with Brown Advisory Insurance Agency (“BAIA”), a state
licensed insurance agency and a wholly-owned subsidiary of BAM.

In early 2010, Brown Advisory began a relationship with Savano Direct Capital Partners,
LLC, through a 50% ownership interest in Brown Savano JV, LLC (“BrownSavano”).
BrownSavano was founded for the sole purpose of providing partial liquidity and asset
diversification to individual shareholders in market-leading, laterstage private companies.

In 2012, Brown Advisory acquired CDK Investment Management, LLC (“CDK”). CDK is a
New York-based investment adviser specializing in alternative investments and offers both
discretionary and non-discretionary investment advice primarily to private investment funds,
individuals and institutional separate accounts. CDK is a wholly-owned subsidiary of BAM.

F. Provide a breakdown of ownership of your firm, including minority ownership.
Particularly, we are interested in the information relating to active employee ownership
of the firm. How much of the owner’s net worth is invested in the business? In the
firm’s underlying products?

Approximately 70% of the parent firm is owned by 100% of its full time employees, while
the remaining 30% is owned by members of the Board of Directors and a small group of
clients and investors.

Investment professionals typically have personal wealth invested in their strategy, and many
Partners invest in the company’s investment products. However, all investments in the strategy
are voluntary, and as such we cannot determine the frequency and amount of the contributions.
Additionally, all investment professionals are owners of the firm. We believe that equity in an
investment management firm is ultimately an investment in the performance of the underlying
securities in clients’ portfolios.

G. Provide a timeline of any past changes to the firm’s legal, organizational or ownership
structure, or if possible, those presently contemplated.

On January 1, 2012, several corporate entities within Brown Advisory reorganized to
combine four SEC-registered investment advisers, and two entities which serve as general
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partners to private equity partnerships, into a single SEC-registered investment adviser,
Brown Advisory, LLC. This reorganization is intended to simplify the firm’s corporate
structure, reduce administrative risk, regulatory complexity and cost, and to make the
structure easier for regulators, potential clients and counterparties to understand.

In addition, Brown Advisory has completed several firm investments over the past several
years. During the third quarter of 2008, our firm acquired Alex. Brown Investment
Management (ABIM), a Baltimore-based investment management company that managed
assets for various institutions in a Flexible Value strategy, benchmarked against the S&P 500.

During the first quarter of 2009, the firm acquired Winslow Management Company, LLC, a
Boston-based investment firm focused on environmentally-friendly or “green investing.” This
was an immaterial financial transaction, but provided additional analytical resources related
to sustainable investing and clean technologies.

In early 2010, we began a relationship with Savano Direct Capital Partners, LLC, through a
50% ownership interest in Brown Savano JV, LLC (“BrownSavano”). BrownSavano was
founded for the sole purpose of providing partial liquidity and asset diversification to
individual shareholders in market-leading, later-stage private companies.

In mid-2010, Cavanaugh Capital Management (CCM) joined Brown Advisory to add depth to
the fixed income effort. CCM was established in 1991, borne out of the public finance team
at Alex. Brown & Sons. CCM brought over both taxable and tax exempt fixed income assets
— sharing a very similar investment philosophy and commitment to delivering superior client
service.

Most recently, in 2012, Brown Advisory acquired CDK Investment Management, LLC
(“*CDK”). CDK is a New York-based investment adviser specializing in alternative
investments and offers both discretionary and non-discretionary investment advice primarily
to private investment funds, individuals and institutional separate accounts.

H. Outline your firm’s strategic focus and growth targets over the next three years,
including new investment strategies or products currently under consideration.

Brown Advisory’s strategic plan for growth has three components: 1) retention of our
investment professionals, 2) significant investment in systems technology, and 3) the growth
of the companies in our portfolios. The firm’s plans for growth have and will continue to be
appropriately measured against the performance and service we deliver our clients. We
believe that the firm is well positioned to deliver attractive performance over time and
superior service, as assets under management continue to increase.

We believe that we have the resources to meet our projected growth in assets with gradual
additions to firm-wide staff over time. We will add to our research team as opportunities arise
to attract talented individuals, as we believe the quality of our investment team is vital to the
long-term success of our clients’” investments as well as our own.

If need be, we will limit our growth to ensure we are taking on the right clients, continuing to
bolster our infrastructure, and strengthening our processes.
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I. Describe your succession and continuity plans for management of the firm.

Our firm succession plan is based on low management turnover and growing the next
generation of leadership organically. As an independent investment firm we have structured
our ownership to foster future generational success. We have intentionally created broad
ownership across the firm, which has created a stable environment with minimal employee
turnover. With a strategic plan for growth, we believe the firm is well positioned to deliver
sound performance and service as we undertake a significant increase in assets under
management.

The firm has a Steering Committee, comprising all of our department heads that meets
weekly to discuss and prioritize firm-wide initiatives. In the event there is a need for change,
any one of those members can step in to lead the firm, as they are informed to take such a role
and have the support of the rest of the group.

J. Please list turnover among senior staff (Officers, Managing Directors, etc.) over the past
three years.

There has been one senior personnel change at the corporate level within the past three years.
In April, 2010, Nancy Denney, Chief Compliance Officer, decided to leave the firm to start
her own consulting firm. Brett Rogers, whom Ms. Denney recruited to the firm in 20009,
assumed the role of Chief Compliance Officer. Mr. Rogers reports to the CEO and the firm’s
Audit Committee.

K. Exhibit-A (in the attached Excel document): Provide a breakdown of assets under
management (AUM) including growth and retention of accounts. Please include an
explanation of any major changes in AUM in a given year.

Please refer to the attached Excel spreadsheets.

L. Has your firm ever liquidated, dissolved or otherwise terminated a strategy, hedge fund
or other commingled fund? If so, please provide details.

In May, 2009, we discontinued the Brown Advisory Corporate Bond Opportunity Strategy,
which was started in the 4th quarter of 2008 solely for existing clients. The offering was
created to take advantage of a dislocation in the investment grade corporate bond market,
which was reflected in corporate yield spreads being at historical wide levels (versus
Treasuries). As the credit crisis subsided, we closed the strategy, having realized its potential.

The Brown Advisory Core International Fund was launched in January, 2003, and terminated
in June, 2010, when Brown Advisory terminated business with the fund’s sub-advisor.

In December 2011, the subadvised Brown Advisory Cardinal Small Companies Fund was
merged into the Brown Advisory Small-Cap Fundamental Value Fund. The merger occurred
because the two strategies were managed similarly and therefore the merger resulted in a
larger fund that was able to decrease the net expense ratio paid by shareholders.

In October 2012, the Winslow Green Growth Fund merged into the Brown Advisory
Winslow Sustainability Fund, as the strategy transitioned to more of a large-cap focus.
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II. INVESTMENT TEAM

A.

Attach an organizational chart encompassing the group(s) responsible for managing the
proposed strategy as Appendix B — Investment Team Organizational Chart.

Please see attached, “Brown Advisory Large-Cap Growth Investment Team Organizational
Chart.”

Exhibit B (in the attached Excel document): Provide a list of key individual(s) (up to
ten) who are responsible for managing the proposed strategy and note the amount of
time they dedicate to this strategy, number of years they have worked on this strategy
with your firm and number of years they have worked on this strategy in the industry.

Please refer to the attached Excel spreadsheets.

Attach biographies for each of the individuals named above as Appendix C —
Biographies of Key Investment Professionals.

Please refer to the attached “Brown Advisory Research and Investment Team.”

Identify the named portfolio manager(s) who would be responsible for our client’s
specific portfolio. If different individuals would be assigned for a separate account vs.
the commingled fund, indicate so.

Ken Stuzin, CFA is a Partner at Brown Advisory and is responsible for managing our U.S.
large-cap growth portfolios. He is also the portfolio manager for the Brown Advisory Growth
Equity Fund (BIAGX). Prior to joining Brown Advisory in 1996, he was a Vice President and
Portfolio Manager at J.P. Morgan Investment Management in Los Angeles, where he was a
U.S. Large-Cap Portfolio Manager. Prior to this position, Mr. Stuzin was a quantitative
portfolio strategist in New York, where he advised clients on capital markets issues and
strategic asset allocation decisions. Mr. Stuzin is a graduate of Columbia University,
receiving a B.A. in 1986, followed by an M.B.A. from the University in 1993. He was hired
to manage the firm’s U.S. Large-Cap Growth Equity strategy and to build upon and grow the
investment process into what it is today.

Exhibit B (in the attached Excel document): Provide a summary of the firm’s
employees.

Please refer to the attached Excel spreadsheets.

For those personnel listed in the questions above, please describe their compensation
arrangements and incentives. How are employees evaluated and rewarded? In
particular, is the portfolio management team compensated on a percentage of assets or
a performance basis? Do they receive a percentage of the management fees and
incentive fees of the products they run? In addition, specifically discuss any
employment contracts or other retention mechanisms related to the individuals named
in response to I1.B.
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In awarding compensation to our investment professionals, we take investment performance,
teamwork, and the overall profitability of the firm into consideration. Our compensation
structure is designed to create a highly collaborative investment process.

Brown Advisory compensates investment professionals using three components; 1) base
salary, 2) cash bonus and 3) firm equity.

Portfolio Managers: The performance bonus portion of the portfolio managers’ compensation
takes into consideration a number of factors including but not limited to performance,
teamwork, the ability to grow and retain assets, and the firm’s profitability. When evaluating
a portfolio manager's performance, the firm compares the performance of a portfolio
manager's accounts to the relevant market index over trailing one, three, and five year time
periods. Additionally, the firm takes into account the portfolio manager’s peer rankings over
trailing one, three, and five year time periods.

Analysts: The cash bonus piece of the analysts’ compensation has three inputs —
approximately one-third is based on performance of our investment products, one-third is
based on the analyst’s stock selection on an absolute and relative basis, and one-third is based
on teamwork and contribution to the overall investment process and team (we emphasize idea
quality versus quantity and therefore do not stress analyst ‘representation’ in
portfolios). These three inputs go into a formal review process whereby compensation is
determined by meritocracy.

Additionally, we believe equity is a vital part of the overall compensation mix. We award
equity to our investment professionals in order to align our interests with those of our clients,
as we believe that equity in an investment management firm is ultimately an investment in the
performance of the underlying securities in clients’ portfolios.

G. Exhibit B (in the attached Excel document): Complete the table listing turnover for the
individuals responsible for the proposed strategy.

Please refer to the attached Excel spreadsheets.

H. Describe your succession and continuity plans for the management of the proposed
strategy if any of the key investment professionals are internally redeployed or cease to
be with the firm altogether.

In the event Ken Stuzin, CFA left the firm or was unable to manage the portfolio, Paul J.
Chew, CFA, the firm’s Head of Investments, would take over management of the Brown
Advisory Large-Cap Growth Strategy.

I. Are any of the investment activities or administrative services associated with the
proposed strategy fully or partially outsourced to third-party service providers? If so,
please list each firm and describe their respective roles. Are any of these firms
considered affiliates of your firm?

None of the primary investment activities or administrative services for our U.S. client
associated with the proposed strategy are outsourced to third-party service providers.
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III. INVESTMENT STRATEGY & PROCESS

A. Describe your overall investment philosophy and approach as it relates to the proposed
strategy, including its theoretical basis and specific market anomalies or inefficiencies it
seeks to exploit.

Brown Advisory’s Large-Cap Growth philosophy is based on the belief that a concentrated
portfolio comprised of sound, sustainable business models has the potential to deliver
attractive risk-adjusted returns over time. We have a disciplined, repeatable process in place
and look to invest where we believe outcomes are skewed heavily in our favor.

Our investment philosophy is based on the belief that above-average risk-adjusted returns are
available to the investor that has the ability to exploit the market inefficiencies. Our
investment team and process are solely focused on attempting to uncover a select collection
of what we believe are highly positively skewed risk/reward opportunities amongst several
hundred companies.

We have high business model barriers and high growth rate minimums to create portfolios
that are optimized for high return with a minimum of risk.

We believe in maintaining concentrated portfolios comprised of what we believe are our very
best ideas. This helps to ensure that each position has the ability to benefit shareholders
should our long-term forecasts and assessment of value prove accurate. It also helps to ensure
that each holding is highly scrutinized by the investment team, earning its right to be in the
portfolio versus other eligible investment ideas. It is only by being different from the broader
market that long-term returns in excess of the benchmark can be achieved.

B. Is your approach primarily fundamental, quantitative, technical, or some combination
thereof?

The Brown Advisory Large-Cap Growth utilizes a bottom-up fundamental approach.

C. Discuss unique methods of gathering or analyzing information — what is your firm’s
competitive advantage over other managers in your universe?

We believe that the Brown Advisory Large-Cap Growth Strategy is truly unique relative to
our peers. We believe that our edge comes from a rigorous discipline of investing for the
long-term in companies that we believe can consistently grow their earnings per share 14% or
more over a full market cycle. We know our companies’ business models first and foremost.
We also implement a “one in, one out” portfolio management discipline in which companies
constantly need to prove their worth compared to other names in the portfolio and ideas we
are researching.

D. Describe the investment universe for the proposed strategy, including the types of
securities utilized. Within this universe, are there any subsets that could be
characterized as the primary focus?

The Brown Advisory Large-Cap Growth Strategy’s investment universe is derived from the
broad universe of U.S. equities with market capitalizations generally greater than $2 billion at
the time of purchase and business models that we believe are capable of an absolute EPS
growth rate of at least 14% over a full market cycle.
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In reducing the FactSet universe of more than 3,000 stocks to a target group of closely
watched companies, the investment team is seeking to identify companies with highly
attractive, sustainable future earnings growth. Initial quantitative screening excludes
companies with market capitalizations of less than $2 billion and low growth companies that
may be experiencing a brief period of high growth (deep cyclical, commodity-led,
momentum-driven, etc.).

The remaining list of approximately 250 names is considered for further analysis. Common
attributes of the companies selected for further research include: the existence of large and
enduring market opportunities, experienced management, proprietary products or services,
strong financial condition, and a culture that rewards innovation and is adaptable to change.

E. Provide an overview of how the research efforts are organized, including identification
of the groups or individuals that are responsible for specific areas/functions. Why is it
organized this way? Has it changed in recent years? Who decides when to change the
research process?

The investment team is structured in such a way that is built on a belief in the power of
collaboration. We believe there are three important aspects to collaboration that define the
foundation of our team; 1) working together as a team, with a common goal of delivering
strong performance to our clients, 2) challenging one another to elucidate investment ideas
and to delve deeper into analytical nuances that strengthen investment theses, and 3) actively
listening to each other in order to learn and grow together as a team.

The firm’s research capability is organized based upon broad economic sector definitions.
Each broad sector is covered by a team of analysts responsible for in depth knowledge of
their sector and conducting fundamental analysis at the company level. Importantly, portfolio
managers are actively involved in the due diligence process, focused on individual companies
along with industry areas of expertise. The equity research team is centralized and supports
all of the firm’s equity strategies.

The research process has not changed in recent years.

F. Describe how the portfolio manager(s) interact with the analysts, and how an
investment idea is incorporated into the portfolio. How do you resolve differences in
opinion between the two?

The investment team is structured in such a way that is built on a belief in the power of
collaboration. We believe there are three important aspects to collaboration that define the
foundation of our team; 1) working together as a team, with a common goal of delivering
strong performance to our clients, 2) challenging one another to elucidate investment ideas
and to delve deeper into analytical nuances that strengthen investment theses, and 3) actively
listening to each other in order to learn and grow together as a team.

Every portfolio manager and research analyst takes an active role in conducting fundamental
research. This enables us to take full advantage of the expertise and experience of every
investment professional. The research analysts are organized across economic sectors and are
responsible for generating new ideas as well as ongoing monitoring.
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The portfolio manager, Ken Stuzin, CFA, is ultimately responsible for all investment
decisions regarding the Brown Advisory Large-Cap Growth Strategy.

G. Outline and briefly describe the main steps of your investment process.

The Brown Advisory Large-Cap Growth strategy follows a disciplined six step investment
process. The process was developed based upon our investment objective to build a portfolio
of fast growing companies where the total risk adjusted return of the portfolio is optimized to
account for both expected EPS growth as well as valuation. The six steps of our process are
1) properly identifying a universe of securities, 2) generating ideas and paring down the
universe into viable investment options, 3) conducting due diligence on the remaining
securities through a more involved research effort, 4) making buy decisions, 5) constructing
and optimizing the portfolio with our upside/downside price discipline and eventually 6)
making sell decisions.

H. Describe your methodology for analyzing individual securities in detail, including any
key metrics or areas of focus that drive the process.

The first step of our research process is for the analyst to review all of the recent public SEC
filings of a target company. The analyst then builds a preliminary financial model. The
process of building a model is important in determining what fundamental questions about
the company must be answered before its business can be fully understood. Once this
preliminary work is completed and it is determined that the company is still a fit for the
portfolio, the analyst will present his or her initial thoughts to the rest of the research team
and the portfolio manager for whom the stock is being recommended. This collaborative
process helps focus the analyst on areas that may still need further investigation.

The next step in the process is for the analyst and a second member of the team, most often
the portfolio manager, to visit the company and interview the management team. We believe
it is important to have a second member of the team attend each management meeting to
facilitate and optimize the due diligence process.

After completing the management interview and concluding that the investment thesis
appears sound, the analyst will complete the fundamental research by speaking with members
of the firm’s network of contacts, other industry sources, and the company’s customers and
competitors. The final component of the analyst’s financial model is the completion of an
upside and downside framework for the company’s stock price. The analyst is then required
to write a research report that conforms to prescribed standards. We consider this to be a very
important part of our process, as it helps ensure that all areas of the thesis for purchasing a
company have been fully developed and are ultimately recorded.

I. To the extent that tactical sector allocation shifts, duration management and other top-
down “macro” bets are utilized, how are these components implemented? How do they

interact with the more bottom-up aspects of your approach?

Not applicable. The Brown Advisory Large-Cap Growth Strategy does not utilize any top-
down “macro” bets.
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J. Discuss how external research is used and incorporated into your investment process,
including the main sources of external research and how providers are compensated.

Brown Advisory regularly receives research and other products and services other than
execution from broker-dealers and third parties in connection with client securities
transactions. This practice is commonly known as soft dollar compensation and is an indirect
benefit to the firm.

In the selection of broker-dealers for trade execution, we take into consideration not only the
available prices of securities and rates of brokerage commissions, but also other relevant
factors such as execution capabilities, research and other services provided by such broker-
dealers that are expected to enhance our general portfolio management capabilities. In
accordance with the safe harbor provisions of Section 28(e) of the Securities Exchange Act of
1934, we are allowed to receive research services. However, if research services are a factor
in selecting a broker-dealer, we must determine that the amount of commission paid is
reasonable in relation to the value of the brokerage and research services provided by the
broker-dealer. From a payment perspective, all soft dollar payments are made through the
equity trading desk in a competitive execution process.

The firm receives soft dollars on approximately 15-25% of trades.

In addition, we believe that our extensive network of clients, directors and outside
shareholders provides us with an “informational advantage” over our competitors. This
network includes executives and directors of Fortune 500 companies, asset managers,
investment bankers, and a large group of venture capital and private equity contacts. These
contacts continually challenge the research and investment team, helping foster a culture of
rigorous analysis and “out of the box” thinking. We also utilize our network to further vet
existing investment ideas to see if there is anything that our team may overlook.

K. Describe the decision making process, including the committees, groups or individuals
ultimately responsible for trading decisions.

Within the due diligence phase of our process we take an “inside-out investing” approach to
identifying real drivers of growth. This entails relying on our internal research team to
conduct bottom-up, fundamental research of companies to gain an unbiased view of how
specific business models work. The investment team continues the research effort by
conducting a competitive analysis and identifying the company’s position in the market
place. All of these steps are used as necessary inputs to building a financial model to evaluate
both upside and downside price targets for each business in consideration.

This valuation framework is the core of our investment process and is continuously reviewed
and challenged to ensure that only our best ideas with the greatest upside potential and least
downside risk get into the portfolio.

The decision to purchase securities, and the corresponding weights in the portfolio, depends
in part on following attributes:
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1. Growth and Return Prospects
Absolute high growth rates

e Proprietary products or processes
e Ability to sustain above-industry growth over the long-term
e History of outstanding growth

2. Price

e Emphasis on companies with an attractive return profile
e Patient on companies where valuation overstates the growth opportunity

3. Balance Sheet Quality
e High degree of financial flexibility

4. Strong Management
e Experience
e History of adding shareholder value

The decision to purchase a security, the timing of that purchase, the price paid, and the size of
the position are at the discretion of the portfolio manager

L. Provide a brief overview of your portfolio construction process, including a discussion
of how position size is determined and managed.

As fundamentally driven stock pickers, constructing a portfolio not only with our best
investment ideas, but also weighting positions accordingly is essential to our alpha generation.
To determine individual security weightings we use an upside/downside target methodology.
Stocks with the greatest upside potential and least downside risk tend to be the largest
positions in the portfolio. Other determinants of position size include growth rate and
appreciation for the liquidity of the underlying stock. We generally do not own position sizes
larger than 5% of the portfolio or smaller than 1.5%.

We do not have pre-defined industry or sector limitations. We believe in structuring
portfolios to deliver the outcomes that we find desirable, rather than attempting to manage the
portfolio to deliver those outcomes. This is a subtle difference, but it means that rather than
just "filling" our sector and/or industry allocations with any company, we allow our
diversified portfolio to come out of our fundamentally driven process, where allocations are
invested in high growth businesses.

With that said, we do monitor diversions versus the benchmark. If our bottom-up investment
approach leads to significant underweighting in a particular sector, we re-evaluate that sector
to determine if there are any appropriate growth companies that fit our investment philosophy
yet have eluded our screening process and should be reconsidered. As investors, we are
benchmark aware rather than benchmark driven.

Typical portfolio attributes include the following:

Number of positions: 30 — 35

Position size: 1.5-5%
Top ten weighting: 40 - 50%
Cash position: 1-3%
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M. How do you define “risk”?

We think of risk in our portfolio as the ratio of the position-weighted upside potential of our
stock holdings relative to their downside risk — with the goal of maximizing upside
appreciation and limiting downside risk. Risk management is a core component of our active
portfolio management process.

N. List applicable portfolio constraints or guidelines (e.g., target exposures and allowable
ranges, either benchmark-relative or absolute) and describe any other quantitative or
qualitative risk controls.

As noted, we do not have pre-defined industry or sector limitations. With that said, we do
monitor diversions versus the benchmark. If our bottom-up investment approach leads to
significant underweighting in a particular sector, we re-evaluate that sector to determine if
there are any appropriate growth companies that fit our investment philosophy yet have
eluded our screening process and should be reconsidered. As investors, we are benchmark
aware rather than benchmark driven.

O. Describe your sell discipline, including any specific criteria or triggers. Do you employ
any form of stop-loss provisions?

The decision to sell securities, whether completely liquidating the position or trimming the
position depends in part on following attributes:

* The fundamentals of the underlying investment thesis are violated:
= The growth rate is impeded by competition or poor execution from
management
= The strategy of the firm changes
= Management’s ability to sustain growth at the company is compromised

* Market expectations create a valuation that considerably overstates the fundamentals
of the company and is a “headwind” to total return.

* Alternative opportunities — in our concentrated portfolio of between 30-35 securities,
we create competition for capital and fund new ideas from pre-existing names. We
often refer to this as “Darwinian Capitalism.”

The decision to sell a security, the timing, the price, and the size of the position are at the
discretion of the portfolio manager.

P. Does the proposed strategy employ leverage? If so, discuss how leverage is used, typical
amounts, limits, etc., and provide justification for its use. In addition, describe the
leverage facility including providers, structure, terms, cost, etc.

The Brown Advisory Large-Cap Growth Strategy does not employ leverage.

Q. Does the proposed strategy employ short positions? If so, discuss the role of short
positions, typical amounts, limits, etc., and provide justification for their inclusion.

The Brown Advisory Large-Cap Growth Strategy does not utilize short positions.
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R. Describe any hedging activities pursued in the proposed strategy, including what
risks/exposures are typically hedged, instruments used and how your hedging activities
add value.

The Brown Advisory Large-Cap Growth Strategy does not utilize hedging activities to add
value.

S. Regarding risk management:

1) List the main risks associated with the proposed strategy and describe how each
is explicitly measured and managed at both the individual security and
aggregate portfolio level.

2) Identify the person(s) or group primarily responsible for the risk management
function.

3) Discuss how risk management both interacts with and maintains independence
from the other aspects of the investment process.

We believe the greatest risk to our portfolio does not exist within the portfolio itself, but
rather outside of the portfolio. There are real and serious issues that will challenge our
companies going forward. There is reason to be concerned about the global economy. Despite
these external risk factors, we believe that through actively managing a concentrated portfolio,
along with focusing on diversification, and sensitivity to upside/downside prices, we will
continue to strive to achieve our goal of maximizing returns while mitigating risks
appropriately.

Strategy risk management is primarily the responsibility of the portfolio manager while
analysts are responsible for the risk of individual holdings. Both parties work collaboratively
ensuring coherence and diligence to the investment process.

We explicitly manage the downside risk of each holding through our fundamental
analysis. Analysts, with the assistance of the portfolio manager, develop detailed financial
models quantifying what the downside price target is for each investment. We model this
risk both 1 and 3 years out. Additionally, we are diligent with weighting the portfolio such
that our largest holdings have the least downside, further minimizing what we believe is the
inherit risk of the portfolio. We believe that portfolio risk management is not independent of
the investment process, rather, deeply ingrained in the process and how we approach our
fundamental analysis.

T. What is the aggregate investment in this strategy by your firm? The portfolio
manager(s)? Are investment professionals allowed to invest in strategies not managed
by your firm?

Portfolio managers typically have personal wealth invested in their strategies, and many
Partners and employees invest in the company’s investment products. However, all such
investments are voluntary, and as such, we do not track the frequency and amount of the
contributions.
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Additionally, all investment professionals are owners of the firm. We believe that equity in an
investment management firm is ultimately an investment in the performance of the underlying
securities in clients’ portfolios.

Investment professionals are allowed to invest in strategies not managed by the firm. Guidelines
for personal investments are outlined in the firm’s Code of Ethics.

U. Discuss any material changes that have been made to the investment process or risk
management techniques since inception of the proposed strategy. Were these changes
considered normal enhancements, or were they made in response to the macroeconomic
environment and/or specific market events?

There have been no material changes made to the Brown Advisory Large-Cap Growth
investment process or risk management techniques since the strategy’s inception.
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IV. PERFORMANCE & PORTFOLIO COMPOSITION

A. Identify the most appropriate benchmark for the proposed strategy and provide a brief
rationale.

Brown Advisory’s Large-Cap Growth Strategy is benchmarked against the Russell 1000
Growth Index. We believe the Russell 1000 Growth Index is the most appropriate benchmark
because the index represents companies with sustainable earnings growth and larger market
capitalizations.

B. Indicate established performance targets or expectations (e.g., absolute return, relative
return, volatility, tracking error) for the proposed strategy.

We do not have established performance targets or expectations for the Brown Advisory
Large-Cap Growth Strategy. The strategy’s return expectation is to exceed the Russell 1000
Growth Index over a typical market cycle on a risk-adjusted basis.

C. What has been the annual turnover (in position terms) for this product over the past
five years?

The average turnover of the Brown Advisory Large-Cap Growth Strategy for the five-year
period ended 12/31/12 is 40% (Source: FactSet; based on a representative account).

D. Describe any structural elements or biases (e.g., high quality focus, aveidance of a sector
or industry) that might cause the proposed strategy to over/underperform in certain
market environments.

We believe this strategy has characteristics for potential out-performance in both up and
down markets — and historically this has been the case. We believe that this trend will
continue, as our focus on owning companies that grow their earnings at high and sustainable
levels has historically been rewarded in up markets. Our valuation discipline of trying to
optimize our portfolio around upside price potential versus downside risk has also served us
well in down markets.

We feel the environment in which the strategy tends to underperform is during a “hyper-
momentum” bull market (such as during the technology bubble of 1999) or an extremely
volatile down market. The reason for this is that we are a fundamentally-focused product that
utilizes an upside/downside price target discipline to help us maximize potential capital
appreciation while minimizing downside price risk. In a volatile down market, higher-quality
companies can get dragged down by the declines of lower-quality companies. In a hyper-
momentum market, if stocks possess valuations that are stretched versus company
fundamentals — and thus, in our view, pose a headwind to total returns — we tend to trim or
sell positions. If the market is in a euphoric state and the only driver to price appreciation is
price momentum, then we will likely underperform the benchmark until “gravity” sets in and
stretched valuations are eased.

Strategic Investment Solutions Page 16 of 37



BrownApvisory

=== Thoughtful Investing,

E. Discuss any periods during which the proposed strategy experienced exceptionally
good/bad performance or high/low volatility — in essence provide context and
explanation for any periods that would be considered abnormal.

Due to our investment philosophy and process, most of any out-performance is the result of
stock selection. This was the case in 2009. Names which performed particularly well in 2009
included Apple, Cognizant, Intuitive Surgical, and NetApp. Importantly, it is the valuation
discipline aspect of the investment process that causes the team to “upgrade” the portfolio
when a better name is available. This process was applicable in 2009; as the March market
lows were realized, the team took the opportunity to swap into stronger companies with better
upside potential than the existing holdings. This process laid the foundation to a year of
significant outperformance.

The worst absolute performance year was 2008, as the portfolio was down 36%. Although the
portfolio was able to out-perform on a relative basis, it was still a difficult year. Names which
hurt the most that year were Schlumberger, Electronic Arts, and Stryker. Additionally, the
portfolio was slightly underweighted to Consumer Staples, which was the best performing
sector during the decline, and overweighted to Financials, the worst performing sector.

F. Provide metrics associated with the following areas:

Current information as of 12/31/2012
1) Number of securities held
e Current 33
o Historical range 30-35 names (past five years)

2) Position size
e Current average 3.0%
e Current largest 4.8%
e Maximum allowable (specify if measured at cost or market)
7% (market value)
e Percent in top ten holdings  38.2%

3) Cash & equivalents allocation

e Current 2.5%
e Historical range 0-5%
e Maximum allowable 5%

Source: FactSet, based on a representative account

G. Exhibit-C (in the attached Excel document): Provide current and historical holding Cap
Size.

Please refer to the attached Excel spreadsheets.
H. Exhibit-D (in the attached Excel document): Please enter monthly gross and net of fee
returns for the proposed strategy and its primary benchmark, since inception through

9/30/12, using the format provided.

Please refer to the attached Excel spreadsheets.
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I. Regarding your performance — how much of your historical “value added” is
attributable to the following factors: Stock Selection, Industry Selection, Trading, Cash
Holdings, and Currency Hedging. Provide discussion as appropriate.

100% of historical “value added” is attributable to stock selection. We do not use industry
selection, trading, cash, or currency hedging to add value.

J. Regarding composite quality:

1) Is the composite for the proposed strategy calculated in compliance with CFA
Institute GIPS? If so, what is the initial date of compliance?

Brown Advisory claims GIPS Compliance, and has been compliant since prior to the
proposed strategy’s inception.

In a letter dated May 29, 2012, Vincent Performance Services LLC (“VPS”) verified
that Brown Advisory (1) complied with all the composite construction requirements
of the Global Investment Performance Standards (GIPS®) on a firm-wide basis for
the period from January 1, 2006 through December 31, 2009, and (2) designed its
policies and procedures to calculate and present performance in compliance with the
GIPS standards as of December 31, 2009.

VPS conducted this verification in accordance with the verification procedures set
forth in the GIPS standards and the Guidance Statement on Verification. It also
conducted other procedures as considered necessary in the circumstances.

A verification covering the period from January 1, 1993 through December 31, 2004
was performed by a prior verification firm, whose report dated May 9, 2005
expressed an unqualified opinion thereon.

VPS also provided the opinion that the compliant presentation of the Brown
Advisory’s Large-Cap Growth Institutional Composite for the period from January 1,
2006 through December 31, 2009 has been prepared and presented, in all material
respects, in compliance with the GIPS standards.

Please refer to the attached “Brown Advisory GIPS Verification Report” and “Brown
Advisory Large-Cap Growth Institutional Composite GIPS Report.”

2) Has it been your firm’s policy to include all fully discretionary portfolios in the
composite since its inception? If not, please explain.

Yes. However, discretionary accounts may not be not included in the composite

because of their failure to meet the composite’s minimum market value requirements,
or because the assets are a portion of a balanced portfolio.
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3) Are there currently any fully discretionary portfolios excluded from the
composite? If so, provide an explanation for each instance.

There are currently a number of discretionary accounts not included in the composite
because of their failure to meet the composite’s minimum market value requirements,
or because the assets are a portion of a balanced portfolio.

The Large-Cap Growth Institutional Composite includes all discretionary
institutional portfolios (and carve-outs through 2009) invested in U.S. equities with
strong earnings growth characteristics and large market capitalizations. The
composite does not include assets managed in balanced portfolios or assets managed
in the strategy, but excluded from the composite due to client guidelines or
restrictions or a failure to meet the composite’s minimum market value requirements.
The minimum account market value required for composite inclusion is $1.5 million.

4) Are terminated portfolios included in the composite? If not, please explain.
Yes.

5) When are new portfolios included in the composite? Has this policy been
consistently applied since inception of the composite?

A new account is included in the composite after the first full month of being fully
invested. This policy has been applied since the strategy’s inception.

6) How are portfolios in the composite weighted? Has this policy been consistently
applied since inception of the composite?

Portfolios in the composite are dollar weighted. This policy has been applied since
the strategy’s inception.

7) Are cash returns mixed with asset returns? Has this policy been consistently
applied since inception of the composite?

We report total portfolio returns (including cash). However, cash is entirely frictional,
and we are generally fully invested.

This policy been consistently applied since inception of the composite.

8) Are accounts ever switched from one composite to another? What determines
the appropriateness of any such changes?

No, accounts are not switched from one composite to another.
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9) Through 9/30/12, provide the number of accounts and assets for both the
investment style of the proposed strategy and the composite itself.

As of 09/30/2012, the strategy had the following assets and accounts:

Accounts Assets ($millions)
Large-Cap Growth Strategy 885 $10,753
Large-Cap Growth Strategy Composite 139 $8,341

The Large-Cap Growth Strategy includes all accounts (and carve-outs through 2009)
invested in U.S. equities with strong earnings growth characteristics and large market
capitalizations. The Large-Cap Growth composite does not include assets managed in
balanced portfolios or assets managed in the strategy, but excluded from the
composite due to client guidelines or restrictions or a failure to meet the composite’s
minimum market value requirements. The minimum account market value required
for composite inclusion is $1.5 million.

10) Provide the performance dispersion (high, low and median returns) of the
accounts in the composite for each of the past five calendar years ending 9/30/12.

High Return Low Return | Median Return
2008* -37.54% -39.70% -38.35%
2009* 56.85% 53.20% 55.18%
2010 26.49% 24.71% 25.57%
2011 1.43% -0.62% 0.46%
2012 (through 9/30) 18.08% 14.90% 17.27%
2012 (through 12/31) 17.82% 14.24% 16.56%

* Uses common stock returns--not total portfolio — due to carve-outs

The Large-Cap Growth composite does not include assets managed in balanced
portfolios or assets managed in the strategy, but excluded from the composite due to
client guidelines or restrictions or a failure to meet the composite’s minimum market
value requirements. The minimum account market value required for composite
inclusion is $1.5 million.

DO NOT PROVIDE ANY SIMULATED OR BACK-TESTED RETURNS IN
RESPONSE TO IV.G. If the proposed strategy has a limited live performance history and
you believe one or more other funds/strategies you manage are representative of your overall
ability to manage this mandate, provide their performance along with a brief description of
the strategy to aid comparison and evaluation. Exhibit-E (in the attached Excel document):
Please include monthly gross and net of fee returns, since inception through 9/30/12.
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V. INVESTMENT VEHICLES, FEES & TERMS

A. Comment on the growth of assets in the proposed strategy and indicate the size at which
the firm will consider closing the product. How was this AUM level chosen?

Although we have ambitious goals for growth in the coming years, we have expected target
capacity limits on the majority of our investment strategies. In the case of our Large-Cap
Growth Strategy, we consciously monitor the portfolio structure at various assets levels and
evaluate the impact on the percentage-ownership of outstanding shares and liquidity
constraints of each holding. If we find that our capacity is hindering our ability to meet our
investment objectives, we will close the portfolio to new clients.

With that said, we feel that $14 billion under management in the strategy would not
compromise our ability to execute the strategy accordingly. This capacity range includes
assets from our mutual fund and broader mandates that allocate assets to our large-cap growth
model.

B. Provide the standard fee schedule, liquidity terms and minimum investment for the
following:

1) Separate Account

Annual Investment

Management Fee Investment Amount
(basis points)
80 Initial $10 million
65 Next $15 million
50 Next $25 million
40 On Assets over $50 million

Minimum account size is typically $5 million.

Fees are negotiable depending on account size, client service requirements, and
other circumstances.

Advisory fees do not cover fees for services provided or charged by the client’s
custodian.

The firm’s Form ADV, Part 2A, provides additional information.

2) Commingled Fund
Not applicable.
3) Institutional Mutual Fund
Institutional Share Class Ticker: BAFGX

Expense Ratio: 0.78% (as disclosed in the Fund’s current
prospectus, dated October 19, 2012)
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C. Unless covered above, does your firm currently offer an alternative, performance-based
fee arrangement for the proposed strategy? If so, describe the structure.

From time to time, we will accept institutional clients that wish to pay performance-based fee
schedules. We do not currently have a formal incentive fee schedule in place for the strategy;
but would be willing to discuss such an arrangement if a client would be interested.

Brown Advisory maintains and enforces written policies and procedures designed to ensure
that all accounts are treated equitably regardless of the fee arrangement. In addition, we have
adopted trading practices designed to address potential conflicts of interest inherent in
proprietary and client discretionary trading, including bunching and pro-rata allocation.
Please refer to our Form ADV, Part 2A for the practices we employ to mitigate and manage
these risks.

D. Specifically regarding commingled vehicles (excluding mutual funds):

1) Describe the structure of your commingled investment vehicle(s), including type
(e.g., LLC, L.P.) and domicile.

2) Is the commingled vehicle structured in order to minimize UBTI for U.S. tax-
exempt investors?

3) Aside from stated management and incentive fees, what additional fees or
expenses are borne by the commingled vehicle? Please provide annual estimates
in bps for these fees/expenses and state the cap, if any.

4) How often may an investor withdraw funds? What is the notice period? Are
there any lock-ups associated with the fund? Are there flood gates? Are
investors paid with cash or distributions in kind? Are there any fees or
penalties associated with withdrawals?

5) Discuss your fund-raising efforts including target amount, timeframe of
expected closings, and main sources (e.g., public plans, foreign entities, retail
investors) to the extent that these items are applicable.

Not applicable for investors in the United States.

E. Has your firm ever offered certain investors in the proposed strategy fee structures, fee
rebates, liquidity provisions, or any other modifications to the standard terms of
investment through side letters or other agreements? If so, please describe the modified
terms and the classes of investors to whom they were offered.

We have a Most-Favored Nation arrangement with certain clients. Specifics of any
arrangement depend on negotiations with the client at the time of hire.

We maintain a database of all clients with Most Favored Nation fee arrangements (and the
specifics of each arrangement), and check against these records during any fee negotiation.
Fees utilized for all new client relationships require sign-off by the firm’s Head of Business
Development, Chief Compliance Officer, and Chief Financial Officer.

F. What were total trading costs for this portfolio (bps and dollars) for the most recent
calendar year?

The average commission per share was 2.8 cents for the most recent calendar year for all

equity trading. We do not track and are unable to calculate the total annual trading costs from
commissions and market impact for a specific strategy.
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G. Are fees and/or terms negotiable for this mandate? If so, at what size?

Fees may be negotiable depending on account size, client service requirements, and other
circumstances. We anticipate that fees would be negotiated for your client’s mandate.

H. Provide the current amount of co-investment in the proposed strategy by both the firm
and its employees. Are these investments made on the same terms as other investors?

Investment professionals typically have personal wealth invested in their strategy, and many

Partners invest in the company’s investment products. However, all investments in the strategy
are voluntary, and as such we cannot determine the frequency and amount of the contributions.

I. Attach relevant documents (e.g., sample investment management agreement, offering
memorandum, prospectus) as Appendix E — Legal Documents.

Please refer to the attached Appendix E.
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VI. OPERATIONS, TRADING & CONTROLS
A. Briefly describe your administrative/back office operations and organizational structure.

We have dedicated back office staff who report to Brent Myers, our Director of Operations.
Operations groups include Trade Support, Firm Operations (Pricing/Asset Setup, Fee Billing,
Middle Office - including transfers, distributions, etc., Reconciliation, and New Accounts),
Client Performance Reporting, and Business Solutions. We employ a dedicated team of
institutional client reporting specialists to provide customized client reporting and
performance measurement for those clients.

For additional information regarding our organizational structure, please see the attached
“Brown Advisory Organizational Structure.”

B. If applicable, discuss fund administration and custody, indicating any relevant outside
service providers.

We believe that clients deserve the peace of mind that comes from having an independent
third party provide custody and other record-keeping services that complement our role as
investment advisor. Brown Advisory has negotiated a favorable custody relationship with U.S.
Bank, N.A. (*U.S. Bank”). The use of an outside custodian enables Brown Advisory to focus
on its strengths of investment management, strategic advice, and administration. As a
custodian, U.S. Bank provides the following services: safekeeping of assets; receiving and
disbursing funds; transaction settlement; client statements, accounting and reporting; tax
reporting on purchases and sales (1099s) and online account access. Other than reviewing
statements from U.S. Bank and accessing accounts online (through Brown Advisory’s web
site to U.S. Bank), clients do not need to form a relationship or communicate with the bank.

We give our clients the option of working with U.S. Bank to benefit from favorable rates, or
to use their custodian of choice.

C. Briefly describe the key systems and tools used for portfolio management, analysis,
trading and accounting. Indicate if these systems are third party or internally developed.

Systems Description
Moxy Trade order management
Advent’s APX Portfolio accounting
Advent’s Rules Manager Pre and post-trade compliance
FactSet Data aggregation/database, analysis, screening, research
Zephyr’s StylesADVISOR Data analytics
Bloomberg Data analytics, research, market information
Reuters Live quote system

In addition, the firm’s trading desk uses a variety of Investment Technology Group’s (ITG’s)
best execution reports and tools to measure and track execution effectiveness and costs.
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D. Regarding valuation practices:
1) Provide an overview of pricing procedures for securities in the proposed
strategy, including sources and frequency of marks.
2) Do you currently contract with outside pricing services? If so, provide a list of
the firms and indicate the general types of securities each prices on your behalf.
3) Do you maintain a formal valuation committee or other entity that provides
oversight for security/portfolio valuation?

General exchange traded common stock securities will be valued at prices supplied by an
approved pricing agent for such securities, if available. The accepted price supplied by
the pricing agent should be the closing price reported by the relevant exchange on the
value date.

Brown Advisory has three primary sources for pricing. The majority of our assets are
priced via the custodians, which send the firm a pricing file every morning. Bloomberg is
then used as a secondary pricing source, and our final pricing source is International Data
Corporation (IDC), using Advent.

The firm’s Pricing Committee governs the firm’s overall pricing policy. In addition, for
any assets not available through a third party vendor, pricing is updated manually on a
monthly or quarterly basis depending on the investment. The firm’s Pricing Committee
oversees this activity.

E. Provide an overview of your operational risk monitoring and management practices.
Does your firm participate in SAS 70 or equivalent reviews? If available, provide your
auditor’s opinion on whether controls are adequate to achieve specified objectives and
whether controls were operating effectively at the time of audit.

The firm’s Risk Management Committee is a committee that meets at least monthly to
identify and assess the management of key risks to the enterprise, including operational,
regulatory, IT and physical security, and financial risks. The Risk Management Committee
discusses current risks to the firm and provides guidance on timely resolutions. The Risk
Management Committee is made up of representatives from throughout the firm, including
but not limited to the CEO, CFO, CCO, Head of Investments, Head Trader, etc.

Business risks, such as key man risk, reputational risk, fraud etc. are topics discussed and
monitored by the members of the firm’s Risk Management Committee. These topics are
communicated, as needed, to the firm’s Board of Directors. The firm works to mitigate key
man risk through thoughtful succession planning within groups along with cross training
where applicable.

Regulatory, legal and compliance risks are a top priority of the entire firm. These issues are
handled through a variety of channels and are the specific focus of the Compliance
Department.

The firm does not have a SAS-70/ SSAE audit.
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F. Discuss procedures used to prevent and detect rogue/unauthorized trading in client or
firm accounts.

Our trading process is built around achieving best execution for our clients. Our portfolio
managers communicate with the trading desk on a regular basis; even more frequently during
trade execution. In communicating orders, the portfolio managers have the trade
specifications entered into our trade order management system, and then speak directly with
the traders to address price sensitivities and timing of the trades. The portfolio managers do
not define specific prices, they determine levels to execute within — enabling the trading desk
to ensure best execution.

The desk will trade with the broker or system that it believes will provide best execution.
Additionally, the primary method our trading group uses to minimize trading costs is by using
Alternative Trading Systems (ATS). These systems streamline the trading process, minimize
trade errors and execute trades efficiently and effectively.

Lastly, in many instances, groups of accounts will need to effect a transaction in the same
security or securities. In these instances, Brown Advisory typically will aggregate orders for
the same security by multiple accounts into a “block trade”. Brown Advisory believes that
this process provides equal treatment of all clients, provides ease of administration, and
facilitates the avoidance of information leakage that may be detrimental client trades.

The list of personnel authorized to originate a trade for client accounts includes portfolio
managers, associate portfolio managers, members of the equity and fixed income trading
desks and designated Operations employees. No additions or deletions can be made to this list
without the approval of the CEO.

The equity and fixed income trading personnel are authorized to execute a trade with a
broker-dealer. No additions or deletions can be made to this list without the approval of the
CEO.

G. Discuss procedures used to monitor and control personal trading activities.

All employees’ trades are monitored in accordance with firm’s the Code of Ethics, which
includes policies in the areas of Initial Public Offerings, Private Placements, Blackout Periods,
Short-Term Trading, Insider Trading and Confidentiality. Approved transactions may be
subject to minimum holding periods as well as black-out dates. Duplicate statements and
confirmations are sent to the firm’s Compliance department either via hard copy or an
automated feed.

All Brown Advisory employees are treated with the same level of significance in terms of
compliance. For the purpose of the Personal Trading Policy, all employees are deemed
Access Persons as defined in Rule 204A-1 of the Investment Advisers Act of 1940.

H. Does your firm maintain a written ethics or standards of conduct policy? What steps
are taken to ensure that employees comply with this policy?

Yes, as noted, the firm maintains a written Code of Ethics.

Upon hire, and on an annual basis, all employees must read and review the Code of Ethics as
well as attest to all personal holdings and outside accounts.
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I. Describe any potential or actual conflicts of interest that exist with respect to the
proposed strategy and how each is addressed through internal controls or guidelines.

We do not foresee any conflicts of interest in the management of this mandate.

We are committed to maintaining the highest standards of professional conduct and ethics in
order to discharge our legal obligations to our clients, to protect our business reputation and
to avoid even the appearance of impropriety in our investment activities on behalf of clients.

As a registered investment adviser, we are obligated to render to our clients on a professional
basis unbiased and continuous advice regarding their investments. Our fiduciary relationship
with our clients requires that we act with undivided loyalty, fairness and good faith, and
without any regard to personal interest or profit. Since our inception, it has been our policy to
avoid any practice that is adverse in any respect to our clients’ interests or is the result of a
conflict of interest. This policy is evident in our strict Code of Ethics that applies to
investments by our employees for their own accounts. While we strive to avoid conflicts, we
are cognizant that conflicts will nevertheless arise, and it is our policy to fully and fairly
disclose known material conflicts to our clients.

A personal conflict of interest occurs when an employee’s private interest or outside business
activities improperly interferes with the interests of clients and/or the firm. It is incumbent
upon all personnel to take every precaution possible to prevent their personal interests from
conflicting or appearing to conflict with the interest of the firm. In particular, an employee
must never use or attempt to use his or her position at the firm to obtain any improper
personal benefit for himself or herself, for his or her family members, or for any other person.
Employees are obligated to disclose to the Compliance Department potential conflicts of
interest, including those in which they may have been placed inadvertently, due to business or
personal relationships with clients, prospects, vendors, other employees or other third parties.
Under no circumstance may an employee take a business opportunity belonging to the firm
for themselves, engage in a business transaction that competes with the firm or accept a
business opportunity for the firm because of an expected personal gain.

Our Code of Ethics details certain minimum expectations that we have for our employees. All
personnel, regardless of role, are expected to conduct the firm’s business in full compliance
with both the letter and the spirit of the law and any other policies and procedures that may be
applicable. On an annual basis, we require that each employee certify in writing that he or she
has read, understands and complies with the policies and procedures of the Code of Ethics.
Any violations regarding the Code of Ethics must be brought to the attention of the Chief
Compliance Officer. If it is determined that an employee has violated the Code of Ethics, we
will take such remedial action as is deemed appropriate. Sanctions will vary but may include
censure, limitation or prohibition of personal trading, suspension or termination of
employment.
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Potential Conflicts of Interest

Brown Advisory maintains a review process designed to identify potential sources of
conflicts of interest and to assess how those conflicts are addressed by the firm’s compliance
program. This process has been developed and improved, since the firm’s inception, with the
input from and oversight by the firm’s independent Board of Directors and Audit Committee.
The three primary categories of potential conflicts of interest evaluated are 1) conflicts
between the firm and its clients, 2) between employees and clients and 3) between different
clients.

Primary potential conflicts between the firm and its clients include:
Misuse of brokerage commissions
Transactions benefiting affiliates, including 10f-3 and 17e-1 transactions
Misleading or deceptive marketing
Misleading or deceptive trading practices
Improper valuation
Errors and corrections

Ameliorative practices:

Soft dollar policies and procedures, Policy Banning Reciprocal Arrangements (directed
brokerage), Policy on Best Execution and oversight by Best Execution Committee, avoidance
of participation by affiliated broker-dealer in participating in underwriting or selling
syndicates, adoption of policies on 10f-3 and 17e-1 transactions, Policy on Marketing, GIPS
procedures, Policies on Window Dressing and Portfolio Pumping, operation of Pricing
Committee and adoption of pricing guidelines, adherence to Trading Policy, including
bunching, fair allocation and rotation procedures, Policy on Errors and Corrections,
disclosures to clients

Primary potential conflicts between employees and clients include:
Misuse of non-public information including front-running
Misdirection of investment opportunities
Participation in investment opportunities by employees

Ameliorative practices:

Code of Ethics, including personal trading restrictions, Policy on Gifts, Entertainment and
Political Contributions, Supervisory Policy and business-line procedures, Conflicts
Committee of the Board of Directors

Primary potential conflicts between clients include:
Allocation of investment opportunities
Trading between client accounts
Errors and corrections

Ameliorative practices:

Cross trading policy, adherence to Trading Policy, including bunching, fair allocation and
rotation procedures, oversight by Best Execution Committee, supervisory review of client
accounts, Error and Correction Policy

It is also important to note that Brown Advisory Securities, LLC, a subsidiary of the parent
firm, Brown Advisory Incorporated, is a member firm of FINRA, and is also registered as an
investment adviser and broker-dealer with the SEC. Brown Advisory conducts no
institutional trading activity through Brown Advisory Securities.
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J. List and briefly describe any internally managed strategies, funds, separate accounts,
etc., that have the potential to invest in the same or similar securities as those held in the
proposed strategy. Comment on the potential conflicts of interest these strategies pose
and how they are addressed by internal controls or guidelines.

From time to time, we will accept institutional clients that wish to pay performance-based fee
schedules. In addition, private funds advised by us, including FINCAP LLC, Winslow Hedge
Fund, L.P., and BrownSavano Direct Capital Partners, L.P., may charge a carry or
performance fee.

Since most of our clients maintain tiered asset-based fee schedules, this means some portfolio
managers are managing accounts for clients that compensate the firm according to an asset-
based fee schedule at the same time they are managing accounts for clients that compensate
the firm according to a portfolio’s investment performance relative to its benchmark. By
managing these two types of fee-paying accounts at the same time, a portfolio manager is
faced with certain potential conflicts. These include:

e An incentive for the portfolio manager to favor accounts for which we receive a
performance based fee, and

e An increased chance that the portfolio manager’s strategy will experience style drift
or take on excessive risk if his or her compensation is tied to performance.

Brown Advisory maintains and enforces written policies and procedures designed to ensure
that all accounts are treated equitably regardless of the fee arrangement. In addition, we have
adopted trading practices designed to address potential conflicts of interest inherent in
proprietary and client discretionary trading, including bunching and pro-rata allocation.

To mitigate and manage these risks, we employ the following practices:

* All accounts managed according to a particular strategy are incorporated into the same
trade group for trade execution and allocation purposes. This ensures that trading in an
investment strategy is aggregated across all related accounts to facilitate best execution.
We typically will aggregate orders for the same security by multiple accounts into a
“block trade.” We believe this process provides equal treatment of all clients, provides
ease of administration and facilitates the avoidance of information leakage that may be
detrimental to client trades. The average price per share of a block trade will be allocated
to each account that participates in the block trade. If a block order cannot be executed in
full at the same price or time, the securities actually purchased or sold by the close of
each business day will be allocated in a manner that is consistent with the initial pre-
allocation. This must be done in a way that does not consistently advantage or
disadvantage particular client accounts. For example, partial fills generally are allocated
pro rata among participating accounts. The trading desk may allocate a partial fill using a
random fill function of the trading system in such cases where it is deemed fair and
equitable. When limited offering amounts are available for particular securities, our
portfolio managers determine which accounts could best utilize the security based on
duration/maturity and sector targets. Once this is determined, the security is allocated on
a pro-rata basis among these particular accounts.
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®* The portfolio managers review each account on a continuous basis. Reviews are
undertaken to confirm that the portfolio conforms to client suitability standards as well as
to determine if any security changes need to occur. Fund portfolio managers continually
review investments to confirm that they are consistent with the Fund's objectives.

* The Head of Investments reviews the performance of all accounts within a style-specific
composite on a quarterly basis to ensure that all accounts with similar investment
mandates are being managed in a consistent manner. If there are any accounts that fall
outside of an acceptable deviation range, the Head of Investments will confer with the
portfolio manager(s) to determine the reason for the deviation. The Head of Investments
meets regularly with each investment team to review performance and portfolio activity
to ensure that the team is managing the portfolios to stated investment philosophies.
Sector and security selection analysis, current portfolio composition, trading activity and
style-based portfolio analysis are all examined during the review.

* With respect to fixed income, the fixed income team has a formal investment committee
that meets twice a week to discuss market- and sector-specific events and strategies. All
team members are active participants in the review and strategy formulation process.
Meetings usually include a macro-level market review as well as sector-specific valuation
comments with performance detail and anticipated market reactions. Strategies are
reviewed weekly during these investment committee meetings. All accounts are
informally reviewed weekly.

K. Provide an overview of your trade allocation protocols and procedures for controlling
performance dispersion between accounts with substantially the same guidelines.

Trade Allocation among Broker-Dealers

Brown Advisory strongly believes that opportunity cost and fair treatment of all clients are
paramount in the implementation of the portfolio manager’s objectives. Thus, Brown
Advisory’s primary focus in broker-dealer selection is achieving the best price in the
marketplace based on the information available at the time of the trade, without
systematically disadvantaging one client over another. All client trades will be allocated to a
broker-dealer on the Approved Broker List. In selecting broker-dealers from the Approved
Broker List to execute client transactions, Brown Advisory’s traders do not adhere to any
rigid formulas but, rather, make a subjective determination after weighing a combination of
the factors. Brokerage commission may be a factor but is not ultimately determinative in
broker selection. The ultimate determination as to the broker-dealer to select from the
Approved Broker List on any given trade is made by the Brown Advisory trader(s)
responsible for executing the transaction.

Effecting Client Account Transactions

In many instances, groups of accounts will need to effect a transaction in the same security or
securities. In these instances, Brown Advisory typically will aggregate orders for the same
security by multiple accounts into a “block trade.” Brown Advisory believes that this process
provides equal treatment of all clients, provides ease of administration, and facilitates the
avoidance of information leakage that may be detrimental client trades.

The average price per share of a block trade will be allocated to each account that participates
in the block trade. Discretionary advisory accounts of Brown Advisory’s employees, affiliates
and associated persons may participate in block trades. Such persons will receive the same
average price as any other participant in the block trade. If a block order cannot be executed
in full at the same price or time, the securities actually purchased or sold by the close of each
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business day will be allocated in a manner that is consistent with the initial pre-allocation.
This must be done in a way that does not consistently advantage or disadvantage particular
client accounts. For example, partial fills generally are allocated pro rata among participating
accounts. The trading desk may allocate a partial fill using a random fill function of the
trading system in such cases where it is deemed to be fair and equitable.

For directed brokerage, we keep all accounts in the trading block and step out trades when
needed.

L. Provide an overview of your pre- and post-trade investment guideline monitoring
practices. Is a separate, independent group responsible for ensuring guideline
compliance?

Brown Advisory utilizes Advent’s Rules Manager for pre- and post-trade portfolio
compliance. Rules Manager provides automated, comprehensive guideline monitoring, which
allows efficient, effective implementation of client and regulatory requirements while
reducing risk and increasing transparency.

The review of client investment limitations is coordinated through the firm’s client take-on
process, which is coordinated by our Institutional Client Service Team. Internal groups,
including Compliance, Systems Administration, and the portfolio management team review
guidelines for consistency with automation capabilities, determine which restrictions will be
monitored manually, and establish necessary processes and controls. Any interpretive issues
requiring clarification between the firm and the client are raised and clarified. Pre-trade
restrictions are coded on the MOXY trade entry system to the extent possible.

Post-trade compliance testing for many of our institutional accounts is conducted daily
through the Advent Rules Manager system, which generates and distributes daily reports on
compliance status to our client service, portfolio management and compliance teams. Advent
Rules Manager provides automated, comprehensive guideline monitoring, which allows
efficient, effective implementation of client and regulatory requirements while reducing risk.

M. Regarding counterparties:

1) List all counterparties you have engaged to execute trades/establish positions
within the proposed strategy over the year ending 9/30/12 (including any OTC
swap counterparties).

2) Estimate the percentage of trades within the proposed strategy allocated to the
counterparties named in response to VI.M.1 over the year ending 9/30/12.

3) How are your trading counterparties selected, monitored and evaluated?

4) Are there any firm-wide or strategy-specific guidelines/restrictions related to
counterparties? If so, please outline them.

Brown Advisory used 66 different brokers for equity trades during the past year. We do
not track the percentage of trades within specific strategies allocated to different brokers,
but would be happy to discuss the counterparties used and level of usage with you at a
later stage of your evaluation.

Brown Advisory maintains an “Approved Broker List” to facilitate the orderly and

consistent use of suitable broker-dealers for client transactions. The Approved Broker
List is a list of broker-dealers that the firm has approved for use as executing brokers for
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client securities transactions. The Approved Broker List is an integral part of Brown
Advisory’s process for seeking best execution for its client transactions.

Brown Advisory’s Head of Trading or his designee maintains the Approved Broker List
and makes the Approved Broker List accessible to Brown Advisory’s traders and the
investment professionals. The Best Execution Committee determines whether a broker-
dealer should be added to or removed from the Approved Broker List. The Committee
will review requests for the addition or deletion of a broker-dealer. Typically, requests
will be considered by the Committee at its next regularly scheduled meeting; provided,
however, if a request is urgent, the Head of Trading may approve a broker-dealer
temporarily and convene a special meeting or may otherwise seek approval of the
Committee or its designees when practicable.

The firm strongly believes that opportunity cost and fair treatment of all clients are
paramount in the implementation of the portfolio manager’s objectives. Thus, Brown
Advisory’s primary focus in broker-dealer selection is achieving the best price in the
marketplace based on the information available at the time of the trade, without
systematically disadvantaging one client over another. All client trades will be allocated
to a broker-dealer on the Approved Broker List. In selecting broker-dealers from the
Approved Broker List to execute client transactions, Brown Advisory’s traders do not
adhere to any rigid formulas but, rather, make a subjective determination after weighing a
combination of the factors. Brokerage commission may be a factor but is not ultimately
determinative in broker selection. The ultimate determination as to the broker-dealer to
select from the Approved Broker List on any given trade is made by the Brown Advisory
trader(s) responsible for executing the transaction.

The firm only trades with counterparties on the firm’s Approved Broker List. The firm’s
Best Execution Committee conducts the following reviews at least annually with respect
to broker-dealers on the firm’s Approved Broker List:

= The Committee will discuss broker-dealers on the Approved Broker List representing
more than 5% of annual equity commissions and/or more than 10% of total notional
value of fixed income trades to (i) confirm the broker-dealer’s financial stability; (ii)
to identify any red flags; and (iii) any material disclosures of financial and
operational condition made by the independent auditors (if applicable).

= The Committee will periodically review the Moody’s and S&P credit ratings, if
available, for each broker-dealer on the Approved Broker List for compliance with
minimum standards of credit worthiness as set by the Committee. For any broker-
dealer currently on the Approved Broker List that no longer meets the minimum
requirements, the Committee will determine if variance is within permissible
temporary levels and will document circumstances in allowing the broker-dealer to
remain on the Approved Broker List.

= The Committee will periodically review the Office of Foreign Assets Control
(“OFAC”) Specially Designated Nationals list to ensure that no broker-dealer on the
Approved Broker List is on the OFAC list.

The firm does not engage in securities lending. ISDAS are negotiated on a case-by-case
basis.
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N. Provide an overview of your business continuity and disaster recovery systems and
plans.

Brown Advisory has established a formal Business Continuity Plan to ensure effective
business continuation and executive management transition in the case of an emergency. In
addition, both our short-term and long-term strategic plans, which are reviewed at least
annually, addressa wide variety of events which could interrupt our business
activities. Detailed plans are in place to promote organizational sustainability under such
circumstances. Each of our key officers and portfolio managers has a designated “shadow,”
who is fully capable of performing all critical functions in the event of a departure or
emergency.

Brown Advisory executed its annual Disaster Recovery test in December 2012. The disaster
recovery strategy has been reengineered to accommodate for rapid recovery of critical
systems by installing physical hardware and software in the SunGard data center, located in
Philadelphia, PA, and performing nightly data transfers between Baltimore and Philadelphia.

All designed tests for the critical systems infrastructure were executed successfully. Critical
systems are those that are deemed necessary to be back in service within twenty-four hours of
a disaster. Included in this list is the Network/Windows infrastructure, Citrix, Exchange
(email), APX, Moxy, file storage, single virtual server and Smart Station.

Currently Brown Advisory has contracted with SunGard for space to house staff in
SunGard’s data center; however, with the strategy reengineering, minimal staff will be
required to be physically on-site. Displaced staff will be able to connect to the disaster
recovery site using the Citrix disaster recovery web-site, setup the in the same manner as the
current production Citrix web-site. The staff will be able to connect to the disaster recovery
network from any location which offers internet access.

As part of the reengineering and testing process, additional information will need to be
gathered and setup for future testing. This list includes:

o Expected recovery time for each system and acceptable amount of data
loss

¢ Replicating data based on responses from business units

o Understanding/replicating key vendor and system integration points

e Expanding test to non-critical systems

As a result of the reengineering and testing, we are better prepared for a disaster and will
continue to take the steps necessary to ensure downtime and data loss are kept to a minimum.
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VII. LEGAL & REGULATORY ISSUES

A. Is your firm registered as an investment advisor under the Investment Advisors Act of
1940? If so, please attach your firm’s ADV Part IT as Appendix F — ADV Part II. If
exempt, please describe the exemption.

Yes, the firm registered as an investment advisor under the Investment Advisors Act of 1940.
We have attached our most recent Form ADV Part I1A as Appendix F — ADV Part Il.

B. Has your firm or any officer, director, partner, principal or employee ever been
involved in any past or pending civil or criminal litigation or legal proceeding
concerning the management of institutional assets? If so, describe each instance.

Neither the firm nor any officer, director, partner, principal or employee has been involved in
any material business-related civil or critical litigation or legal proceeding concerning the
management of institutional assets.

We have one instance of what we consider immaterial litigation: In June 2011, a group of
Tribune Co. creditors filed a lawsuit against over thirty former shareholders and
representatives of shareholders of Tribune Co. in the Maryland District Court over the
publisher’s leveraged buyout that closed in December 2007. Dozens of similar lawsuits have
been filed in jurisdictions across the country. The list of defendants included shareholders
who held Tribune Co. equity and participated in a tender offer related to Tribune Co. going
private. Brown Investment Advisory & Trust Company was one of the more than thirty
defendants identified in the lawsuit filed in Maryland (Brown Advisory, LLC is an affiliate of
Brown Investment Advisory & Trust Company). We believe the claims are without merit and
immaterial to the firm.

C. Has your firm or any officer, director, partner, principal or employee ever been the
subject of any past or pending non-routine investigation or inquiry by a federal or state
agency or self-regulatory body regarding fiduciary responsibilities or other investment-
related matters? If so, describe each instance and indicate if any directives, letters or
opinions were issued concerning said inquiry.

To the best of our knowledge, neither the firm nor any officer, director, partner, principal or
employee has ever been the subject of any non-routine investigation or inquiry by a federal or
state agency or self-regulatory body regarding fiduciary responsibilities or other investment-
related matters.

D. Has any officer, director, partner, principal or employee of your firm ever been
convicted of, pled guilty to, or pled nolo contendere to a felony? If so, describe each

instance.

To the best of our knowledge, no officer, director, partner, principal or employee of the firm
has ever been convicted of, pled guilty to, or pled nolo contendere to a felony.
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E. Summarize the coverage for errors and omissions, professional liability, fiduciary
insurance or fidelity bonds held by your firm (i.e., amounts and respective carriers).

Brown Advisory and its affiliates maintain the following insurance coverage:

Amount of
Coverage Type Carrier(s) Coverage
Errors & Omissions Chubb, Houston Casualty, Liberty $50 million

Mutual, Axis Insurance, Arch

Fiduciary Liability Chubb $3 million
Directors & Officers/ Chubb, Liberty Mutual $15 million
Employment Practices
Fidelity Bonding Travelers, Great American $20 million

F. Has your firm ever submitted a claim to your errors and omissions, liability, fiduciary
or fidelity bond carrier(s)? If so, describe each instance.

No insurance claims have ever been submitted.

G. Has your firm ever filed, voluntarily or involuntarily, for bankruptcy protection or
otherwise been subject to the appointment of a receiver, trustee, or assignee for the
benefit of creditors? If so, describe each instance.

No, the firm has never filed for bankruptcy protection or otherwise been subject to the
appointment of a receiver, trustee, or assignee for the benefit of creditors.

H. What is your firm’s soft dollar policy?

Brown Advisory regularly receives research and other products and services other than
execution from broker-dealers and third parties in connection with client securities
transactions. This practice is commonly known as soft dollar compensation and is an indirect
benefit to the firm.

In the selection of broker-dealers for trade execution, we take into consideration not only the
available prices of securities and rates of brokerage commissions, but also other relevant
factors such as execution capabilities, research and other services provided by such broker-
dealers that are expected to enhance our general portfolio management capabilities. In
accordance with the safe harbor provisions of Section 28(e) of the Securities Exchange Act of
1934, we are allowed to receive research services. However, if research services are a factor
in selecting a broker-dealer, we must determine that the amount of commission paid is
reasonable in relation to the value of the brokerage and research services provided by the
broker-dealer. From a payment perspective, all soft dollar payments are made through the
equity trading desk in a competitive execution process.

Our use of soft dollars is carried out in accordance with the standards established by the CFA
Institute and federal securities law.

The firm receives soft dollars on approximately 15-25% of trades.
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VIII. MISCELLANEOUS

A. What type of standard reporting package do you provide to clients for the proposed
strategy? Please attach a sample report as Appendix G — Sample Client Report.

Standard reports are provided on a monthly and quarterly basis, and are delivered by e-mail.
Custom reports are also available upon request.

Our reports include information such as:

Portfolio returns and relevant benchmark(s)
Portfolio holdings by sector

Transactions

Contributions & withdrawals

Portfolio manager commentary

Performance attribution & contribution to return
Broker commission report

Proxy summary report

Quarterly firm update

P lease refer to the attached Appendix G — Sample Client Report.

B. Attach a list of institutional clients invested in the proposed strategy as Appendix H —
Representative Institutional Clients.

P lease refer to the attached Appendix H — Representative Institutional Clients.

C. Provide references for five current institutional clients invested in the proposed strategy.

Out of respect for our clients’ time and confidentiality, Brown Advisory does not typically
provide references during the RFP process. If, at a later point in the search process, you
require this information, please contact Charlie Constable (410-537-5549), and he will be
happy to furnish a list of references, as well as make introductory calls.

D. Provide references for three prior institutional clients that have terminated their
mandates with your firm during the past two years.

Out of respect for our clients’ time and confidentiality, Brown Advisory does not typically
provide references during the RFP process. If, at a later point in the search process, you
require this information, please contact Charlie Constable (410-537-5549), and he will be
happy to furnish a list of references, as well as make introductory calls.

It is also important to note that during the past two years, only two clients have terminated
their mandates in the strategy.
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E. Does your firm have a policy that incorporates Environmental, Social and Governance
(ESG) issues into the investment decision-making process?

No the firm does not have a policy that incorporates ESG issues into the decision making
process. However, we do offer a strategy with an investment process that is focused on ESG
and sustainability issues.

F. If ESG issues are considered, are they considered separate and apart from traditional
financial criteria, or are ESG issues integrated into a company assessment? Are the
sources of ESG research internal, external, or both?

Not applicable to the Brown Advisory Large-Cap Growth Strategy.

G. Does your firm regard ESG factors as risk factors which can have a material impact on
investment performance? Does your firm support the concept that companies can
enhance value and long-term profitability by incorporating ESG factors into their
strategic plans? If so, briefly discuss.

Not applicable to the Brown Advisory Large-Cap Growth Strategy.

H. What is your firm’s proxy voting policy? Does the firm vote its own proxies, or is this
done by a third party provider? What principles or policies guide the voting?

Brown Advisory’s policy governing the voting of proxies is designed to ensure that the firm
votes client securities in the best interest of our clients, if clients have delegated voting authority
to Brown Advisory. Brown Advisory seeks to vote proxies so as to promote the long-term
economic value of the underlying securities.

The firm maintains a proxy voting policy that details our standard approach to voting on
common proxy questions. When votes are considered contrary to our standard policy, they will
be considered on their own merits, and an independent determination will be made whether to
support or oppose management's position. Although we believe that the recommendation of
management should be given substantial weight, Brown Advisory will not support management
proposals that we believe may be detrimental to the underlying value of client positions.

The firm outsources proxy advisory services to Glass Lewis & Co. Glass Lewis provides a suite
of electronic voting services that help simplify the management of institutional proxies. The
system manages the process of meeting notifications, voting, tracking, mailing, reporting, record
maintenance, and even vote disclosure rules enacted by the SEC.
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Organizational Structure
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Collaborative Investment Team

" Experienced portfolio management

" Kenneth Stuzin, CFA, 26 years experience, 16 years with firm
" “Right-sized” team of research analysts
" Compensation structure that supports teamwork and aligns interests

" Broad perspective, given Brown Advisory’s other investment strategies and network of
external thought leaders



Brown Advisory Equity Investment Team

Portfolio Managers

RICHARD BERNSTEIN, CFA
Portfolio Manager:

Large-Cap Value

29 yrs industry experience /
19 yrs with firm

CHRISTOPHER BERRIER
Co-Portfolio Manager:
Small-Cap Growth

12yrs /7 yrs

MICHAEL FOSS, CFA
Co-Portfolio Manager:

Flexible Value & Equity Income
25yrs /8 yrs

BRIAN GRANEY, CFA
Co-Portfolio Manager:
Equity Income

16 yrs /11 yrs

TIMOTHY HATHAWAY, CFA
Co-Portfolio Manager:
Small-Cap Growth

19yrs /17 yrs

J. DAVID SCHUSTER

Portfolio Manager:

Small-Cap Value & Fundamental
Long/Short

19yrs/ 4 yrs

KENNETH STUZIN, CFA
Portfolio Manager:
Large-Cap Growth

26 yrs /16 yrs

R. HUTCHINGS VERNON, CFA
Co-Portfolio Manager:

Flexible Value

30yrs /19 yrs

Equity Analysts

CONSUMER

ERIC CHA, CFA

Analyst: Consumer Discretionary
12 yrs industry experience /

5 yrs with firm

DAN MOONEY, CFA
Analyst: Consumer
9yrs/1yr

FINANCIALS

KEVIN O’KEEFE
Analyst: Financials
10yrs/<1yr

RYLAND SUMNER
Analyst: Financials
3yrs/3yrs

GENERALIST
MICHAEL POGGI, CFA

Analyst: Generalist
9yrs/9yrs

HEALTH CARE

PAUL LI, PH.D., CFA
Analyst: Health Care

12 yrs industry experience /
6 yrs with firm

SUNG PARK, CFA
Analyst: Health Care
9yrs/6yrs

NON-CONSUMER CYCLICALS

NIGEL FRANKSON, CFA
Analyst: Industrials
9yrs/2yr

ERIC GORDON, CFA
Analyst: Energy
14 yrs/5yrs

SIMON PATERSON, CFA
Analyst: Industrials & Basic Materials
10yrs/1yr

Product Specialist

KEVIN OSTEN, CFA
Product Specialist

15 yrs industry experience /
<1 yr with firm
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TECHNOLOGY

MANEESH BAJAJ, CFA
Analyst: Technology

10 yrs industry experience /
7 yrs with firm

JOHN BOND, CFA
Analyst: Technology
1lyrs/<1lyr

DORON EISENBERG, CFA
Analyst: Technology
11yrs/10yrs

GREEN/SUSTAINABLE

DAVID POWELL, CFA*
Analyst: Sustainability
15yrs /13 yrs

KARINA FUNK, CFA*
Analyst: Sustainability
10yrs/ 6 yrs

* Also has portfolio management
responsibilities.
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Biographies of Key Investment Professionals



Research & Investment Team

MANEESH BAJAJ, CFA
Equity Research

= University of Pennsylvania, The Wharton School,
M.B.A. ('02); University of Kentucky, M.S. ('95)

= Senior Associate, McKinsey & Company; Senior
Associate, Standard & Poor’s

= 10 years industry experience / 7 years with firm

RICHARD BERNSTEIN, CFA
Large-Cap Value Portfolio Manager,
Equity Research

= Johns Hopkins University, B.A. ('79), M.A ('83)
= Director of Research, Mercantile-Safe Deposit & Trust
= 29 years industry experience / 19 years with firm

CHRISTOPHER BERRIER
Small-Cap Growth Portfolio Manager,
Equity Research

= Princeton University, A.B. ('00)
= Vice President, T. Rowe Price Group
= 12 years industry experience / 7 years with firm

JOHN BISSON, CFA
Quantitative Research

= Loyola University, B.S.E.S ('86); Loyola University,
Joseph A. Sellinger, S.J. School of Business and
Management, M.S.F. ('95)

= Account Executive, Morgan Stanley
= 17 years industry experience / 15 years with firm

JOHN BOND, CFA
Equity Research

= Harvard University, B.A. ('98); Columbia Business
School (‘05)

= Senior Analyst and Assistant Portfolio Manager,
Nicusa Capital

= 11 years industry experience / < 1 year with firm

ERIC CHA, CFA
Equity Research

= University of Virginia ('90); New York University, M.B.A.

(100)

= Equity Analyst, Bethlehem Steel Pension Fund; Equity
Analyst, Oppenheimer Funds

= 12 years industry experience / 5 years with firm

PAUL CHEW, CFA
Head of Investments

= Mount St. Mary’s, B.A. ('89); Duke University, Fuqua
School of Business, M.B.A. ('95)

= International Asset Management Department, J.P.
Morgan & Co.

= 23 years industry experience / 17 years with firm

PAUL CORBIN
Fixed Income Co-Chief Investment Officer
Intermediate Income Portfolio Manager

= University of Virginia, B.A. ('74); George Washington
University, M.B.A. ('81)

= Senior Portfolio Manager, First Maryland Asset
Management

= 38 years industry experience / 19 years with firm

JAMES DUGAN, CFA
Fixed Income Co-Chief Investment Officer

= Loyola University, B.A. ('79), M.B.A. ('85)

= President and Chief Investment Officer, Cavanaugh
Capital Management; Portfolio Manager, USF&G

= 27 years industry experience / 20 years with firm

DORON EISENBERG, CFA
Equity Research

= Tufts University, B.S. ('95); Columbia Business School,
M.B.A. (02)

= Analyst, Slattery Skanska, Inc. and Carret & Company
= 11 years industry experience / 10 years with firm
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MICHAEL FOSS, CFA

Flexible Value & Equity Income Portfolio Manager,

Equity Research

= Virginia Tech, B.A. ('83); University of Pennsylvania,
The Wharton School, M.B.A. ('93)

= Equity Research, Alex. Brown Investment
Management; Managing Director & Portfolio Manager,
JP Morgan Fleming; Equity Analyst, Gabelli & Co.;
Retail Broker, Tucker Anthony

= 25 years industry experience / 8 years with firm

NIGEL FRANKSON, CFA
Equity Research

= University of Rochester, B.A. ('98); Columbia Business
School, M.B.A. ('03)

= Equity Research, Citi Investment Research; Equity
Research, Artisan Partners

= 9 years industry experience / 2 years with firm

KARINA FUNK, CFA

Large-Cap Sustainability Portfolio Manager,

Equity Research

= Purdue University, B.S. ('94); MIT, Masters in Civil &
Environmental Engineering ('97); MIT, Masters in
Technology & Policy ('97); Ecole Polytechnique -
France, Post-Graduate Diploma in Management of
Technology ('98)

= Manager, Massachusetts Renewable Energy Trust;
Principal, Charles River Ventures

= 10 years industry experience / 6 years with firm

ERIC GORDON, CFA
Equity Research
= University of North Carolina, Chapel Hill, B.A. ('98)

= Equity Research, Alex. Brown Investment
Management; Investment Banking Analyst, Deutsche
Bank Alex. Brown, Merrill Lynch & Co.; Equity
Research, Citigroup

= 14 years industry experience / 4 years with firm



Research & Investment Team

THOMAS GRAFF, CFA
Tactical Bond Fund Portfolio Manager

= Loyola University, B.A. ('99)
= Managing Director, Cavanaugh Capital Management
= 13 years industry experience / 13 years with firm

BRIAN GRANEY, CFA
Equity Income Portfolio Manager,
Equity Research

= George Washington University, B.A. (‘96)

= Portfolio Manager, Equity Research, Alex. Brown
Investment Management; Writer/Analyst, The Motley Fool

= 16 years industry experience / 11 years with firm

TIMOTHY HATHAWAY, CFA
Small-Cap Growth Equity Portfolio Manager,
Equity Research

= Randolph-Macon College, B.A. ('93); Loyola University,
M.B.A. (01)

= |nvestor Relations, T. Rowe Price
= 19 years industry experience / 17 years with firm

MONICA HAUSNER
Maryland Bond Fund Portfolio Manager,
Tax-Exempt Fixed Income Research

= Towson University, B.S. ('83)
= Portfolio Manager, First Maryland Asset Management
= 29 years industry experience / 20 years with firm

PAUL LI, Ph.D., CFA
Equity Research

= Wuhan University, China, B.S. ('88); Chinese Academy of

Science, M.S. ('91); Cornell University, Ph.D. ('95), M.B.A.

(00)
= Research Scientist, Cornell University Dept. of Molecular
Medicine

= Equity Analyst, Bethlehem Steel Pension Trust and
Howard Hughes Medical Institute

= 12 years industry experience / 6 years with firm

DAN MOONEY, CFA
Equity Research

= Georgetown University, B.S. ('01); University of Virginia,
M.B.A. ('08)

= Senior REIT Analyst, CB Richard Ellis Investors;
Investment Banker, Barclays Capital; Equity Research
Senior Associate, Green Street Advisors; Fixed Income
Research Associate, Bear Sterns

= 9 years industry experience / 1 year with firm

KEVIN O'KEEFE
Equity Research

= Georgetown University, B.A. (‘02)

= Sr. Vice President, Jefferies Investment Advisers, LLC;
Analyst/Head Trader, Stieven Capital Advisors

= 10 years industry experience / <1 year with firm

KEVIN OSTEN, CFA

Product Specialist

= Parks College of St. Louis University, B.S. ('94); University
of Missouri St. Louis, M.B.A. ('99)

= Senior Research Analyst, Summit Strategies; Institutional
Consulting, Merrill Lynch Pierce, Fenner & Smith

= 15 years industry experience / <1 year with firm

SUNG PARK, CFA
Equity Research

= Johns Hopkins University, B.A. ('00); University of
Maryland, Smith School of Business, M.B.A. ('06)

= Associate Portfolio Manager and Research Analyst, Croft
Leominster

= 9 years industry experience / 6 years with firm
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SIMON PATERSON, CFA
Equity Research

= Queen’s University, Ontario, Canada B.Sc. and B.A. ('99);
Princeton University, M.A. ('02)

= Senior Equity Analyst, MTB Investment Advisors
= 10 years industry experience / 1 year with firm

JOSHUA PERRY

Credit Analyst

= Princeton University, B.S.E. (‘06); University of Chicago,
M.B.A. (‘12)

= Analyst, Driehaus Capital Management

= 1 year industry experience / <1 year with firm

MICHAEL POGGI, CFA
Small-Cap Fundamental Value Associate Portfolio
Manager, Equity Research

= University of Richmond, B.S.B.A. ('03)
= 9 years industry experience / 9 years with firm

DAVID POWELL, CFA
Large-Cap Sustainability Portfolio Manager,
Equity Research

= Bowdoin College, B.A. ('97)
= |nvestor Relations, T. Rowe Price
= 15 years industry experience / 13 years with firm

J. DAVID SCHUSTER
Small-Cap Fundamental Value Portfolio Manager,
Fundamental Long/Short Fund Portfolio Manager

= Georgetown University, B.S.B.A. ('92)

= Managing Director, Citigroup; Managing Director, Lazard
Freres & Co.; Officer, U.S. Army

= 19 years industry experience / 4 years with firm



Research & Investment Team

STEPHEN SHUTZ, CFA
Tax-Exempt Bond Fund Portfolio Manager,
Tax-Exempt Fixed Income Research

= Frostburg State University, B.S. ('95)

= Vice President and Assistant Portfolio Manager,
Cavanaugh Capital Management

= 16 years industry experience / 9 years with firm

KENNETH STUZIN, CFA
Large-Cap Growth Portfolio Manager,
Equity Research

= Columbia University, B.A. ('86); Columbia Business
School, M.B.A. ("93)

= Senior Portfolio Manager and Quantitative Strategist, J.P.
Morgan

= 26 years industry experience / 16 years with firm

RYLAND SUMNER
Equity Research

= Brown University, B.A. ("99); The University of Virginia
School of Law, J.D. ('07)

= Associate, Venable LLP; Business Analyst, McKinsey &
Company

= 3years industry experience / 3 years with firm

R. HUTCHINGS VERNON, CFA
Flexible Value Portfolio Manager

= University of Virginia. B.A. ('82)

= Portfolio Manager & Equity Research, Alex. Brown
Investment Management; Portfolio Manager & Research
Analyst, T. Rowe Price, Legg Mason and Wachovia Bank

= 30 years industry experience / 19 years with firm

NINA YUDELL
Portfolio Manager, Equity Research

= University of Baltimore, B.S. ('81), M.B.A. ('82); Johns
Hopkins University, M.S.B. ('03)

= Portfolio Manager and Investment Analyst, Alex. Brown
Investment Management; Investment Assistant,
Oppenheimer & Co., Inc.; Investment Assistant, T. Rowe
Price

= 27 years industry experience / 20 years with firm

JASON VLOSICH
Taxable Fixed Income Research & Trader

= University of Baltimore, B.S. ('98); Loyola University, M.B.A.

(o7)
= Taxable Fixed Income Trader, Ferris, Baker Watts, Inc. and
Deutsche Bank Alex. Brown

= 14 years industry experience / 4 years with firm

NICHOLAS WILLIAMS, CFA
Fixed Income Research

= Towson University B.S. ('07), Johns Hopkins University,
M.S.F. ('10)

= Technology Specialist, T. Rowe Price
= 5years industry experience / 1 year with firm

BrownAnvisory

=== Thoughtful Investing.



BrownaApvisory

=== Thoughtful Investing.

Appendix D

GIPS Verification



Brown Advisory
Verification Report

December 31, 2009

( Vincent Performance
Services LLC



( Vincent Perfformance
Services LLC

Brown Advisory

901 South Bond Street
Suite 400

Baltimore, MD 21231

We have verified whether Brown Advisory (the Company) (1) complied with all the composite construction requirements of the Global Investment Performance
Standards (GIPS®) on a firm-wide basis for the period from January 1, 2006 through December 31, 2009, and (2) designed its policies and procedures to
calculate and present performance in compliance with the GIPS standards as of December 31, 2009. The Company’s management is responsible for compliance
with the GIPS standards and the design of its policies and procedures. Our responsibility is to express an opinion based on our verification. We conducted this
verification in accordance with the verification procedures set forth in the GIPS standards and the Guidance Statement on Verification. We also conducted such
other procedures as we considered necessary in the circumstances.

In our opinion, the Company has, in all material respects:
e Complied with all the composite construction requirements of the GIPS standards on a firm-wide basis for the period from January 1, 2006 through
December 31, 2009, and
e Designed its policies and procedures to calculate and present performance in compliance with the GIPS standards as of December 31, 2009.

A verification covering the period from January 1, 1993 through December 31, 2004 was performed by a prior verification firm, whose report dated May 9, 2005
expressed an unqualified opinion thereon.

This report does not relate to any composite compliant presentation of the Company and does not ensure the accuracy of any specific composite compliant
presentation.

Vimeond Relorana Sernas. LG

Vincent Performance Services LLC
May 29, 2012

Vincent Performance Services LLC 2014 NE Broadway Street Portland, OR 97232
Tel: 503-288-2704 Fax: 503-548-4435 www.vincentperformance.com



Brown Advisory
Large-Cap Growth Institutional Composite

For the period from January 1, 2000 through December 31, 2009

Vincent Performance
Services LLC



[ Vincent Performance
Services LLC

Brown Advisory
901 South Bond Street, Suite 400
Baltimore, MD 21231

We have verified whether Brown Advisory (the Company) (1) complied with all the composite construction requirements of the Global Investment Performance
Standards (GIPS®) on a firm-wide basis for the period from January 1, 2006 through December 31, 2009, and (2) designed its policies and procedures to
calculate and present performance in compliance with the GIPS standards as of December 31, 2009. We have also examined the Company’s Large-Cap Growth
Institutional Composite for the period from January 1, 2006 through December 31, 2009. The Company’s management is responsible for compliance with the
GIPS standards and the design of its policies and procedures and for the Large-Cap Growth Institutional Composite’s compliant presentation. Our responsibility
is to express an opinion based on our verification and performance examination. We conducted this verification and performance examination in accordance
with the verification and performance examination procedures set forth in the GIPS standards and the Guidance Statements on Verification and Performance
Examinations. We also conducted such other procedures as we considered necessary in the circumstances.

In our opinion, the Company has, in all material respects:
e Complied with all the composite construction requirements of the GIPS standards on a firm-wide basis for the period from January 1, 2006 through
December 31, 2009, and
e Designed its policies and procedures to calculate and present performance in compliance with the GIPS standards as of December 31, 2009.

Also, in our opinion, the accompanying compliant presentation of the Company’s Large-Cap Growth Institutional Composite for the period from January 1, 2006
through December 31, 2009 has been prepared and presented, in all material respects, in compliance with the GIPS standards.

We have not been engaged to examine, and did not examine, the Company’s Large-Cap Growth Institutional Composite for any period prior to January 1, 2006
and, accordingly, we express no opinion on the compliant presentation of the Company’s Large-Cap Growth Institutional Composite for any period prior to
January 1, 2006.

This report does not relate to or provide assurance on any composite compliant presentation of the Company other than the Company’s Large-Cap Growth
Institutional Composite.

Vortord- Recrrona. Sernes. LG

Vincent Performance Services LLC
May 29, 2012

Vincent Performance Services LLC 2014 NE Broadway Street Portland, OR 97232
Tel: 503-288-2704 Fax: 503-548-4435 www.vincentperformance.com



Large-Cap Growth Institutional Composite

Composite Total Composite Portfolios in
Gross Returns Total Net Benchmark Composite at End Composite Composite Assets Firm Assets
(%) Returns (%) Returns (%) of Year Dispersion (%) ($USD Millions) ($USD Millions)
2009 53.3 53.0 37.2 41 0.64 1,191 11,058
2008 -35.7 -36.3 -38.4 32 0.33 120 8,547
2007 121 11.8 11.8 30 0.33 160 7,385
2006 15.7 15.2 9.1 26 0.21 68 6,770
2005 5.2 4.6 5.3 17 0.11 52 5,862
2004 5.9 5.4 6.3 15 0.35 39 5,597
2003 29.3 28.5 29.7 13 3.2 27 4,449
2002 -26.4 -26.8 -27.9 14 1.6 22 3,626
2001 -8.6 -9.3 -20.4 21 6.9 68 4,437
2000 -1.7 -8.6 -22.4 20 6.0 59 4,550

Brown Advisory claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS standards. Brown Advisory has been
independently verified for the period from January 1993 through December 2004 and January 2006 through December 2009. The Verification report is available upon request. Verification assesses whether (1) the firm
has complied with all the composite construction requirements of the GIPS standards on a firm-wide basis and (2) the firm’s policies and procedures are designed to calculate and present performance in compliance
with the GIPS standards. Verification does not ensure the accuracy of any specific composite presentation.

1.  Brown Advisory, an independent management firm is defined as: 1) Brown Investment Advisory and Trust Company (“BIATC”), 2) its subsidiary Brown Investment Advisory Incorporated (“BIAI”) and selected
affiliated investment advisors, including from July 2008, 3) Alex. Brown Investment Management, LLC (“ABIM”) and from July 2010, 4) Winslow Management Company, LLC (“Winslow”) and 5) Brown Advisory
Cavanaugh, LLC (“BAC”). Effective January 2012, all of the above entities except BIATC combined into Brown Advisory LLC. Registration does not imply a certain level of skill or training.

2. The Large-Cap Growth Institutional Composite includes all discretionary institutional portfolios (and carve-outs through 2009) invested in U.S. equities with strong earnings growth characteristics and large market

capitalizations. This composite has been examined for the periods January 1, 2006 through December 31, 2009. The examination report is available upon request. The minimum account market value required for

composite inclusion is $1.5 million.

Through 2009, cash was allocated to carve-outs based on a strategic asset allocation percentage.

This composite was created in 1997.

The benchmark is the Russell 1000® Growth Index. The Russell 1000® Growth Index measures the performance of the large-cap growth segment of the U.S. equity universe. It includes those Russell 1000® Index

companies with higher price-to-book ratios and higher forecasted growth values. The Russell 1000® Growth Index is constructed to provide a comprehensive and unbiased barometer for the large-cap growth

segment. The Index is completely reconstituted annually to ensure new and growing equities are included and that the represented companies continue to reflect growth characteristics. The Russell 1000® Growth

Index is a trademark/service mark of the Frank Russell Company. Russell® is a trademark of the Frank Russell Company. An investor cannot invest directly into an index. Benchmark returns are not covered by the

report of the independent verifiers.

6. The dispersion of annual returns is measured by the equal weighted standard deviation of portfolio returns. Prior to 2004 the dispersion of annual returns is measured by the range between the high and low
portfolio returns.

7. Gross-of-fees performance returns are presented before management fees but after all trading commissions. Net-of-fee performance returns reflect the deduction of actual management fees and all trading
commissions. Other expenses can reduce returns to investors. The standard management fee schedule is as follows: 0.80% on the first $10 million; 0.65% on the next $15 million; 0.50% on the next $25 million;
and 0.40% on the balance over $50 million. Actual fees paid by accounts in the composite may differ from the current fee schedule.

8.  For calendar year end 2006-2009 the percent of the composite composed of carve-outs was 85%, 38%, 33% and 5% respectively.

9.  Valuations and performance returns are computed and stated in U.S. Dollars. All returns reflect the reinvestment of income and other earnings.

10. A complete list of composite descriptions, policies for valuing portfolios, calculating performance, and preparing compliant presentations are available upon request.

11. Past performance does not indicate future results.

12. This piece is provided for informational purposes only and should not be construed as a research report, a recommendation, or an offer to buy or sell a security, including any mutual fund managed by Brown
Advisory.

aprw
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INVESTMENT MANAGEMENT AGREEMENT

This Investment Advisory Agreement (the “Agreement”), dated as of the date below, is by and be-
tween BROWN ADVISORY, LLC, 901 South Bond Street, Suite 400, Baltimore, MD 21231 (“Manager”),
a registered investment adviser under the Investment Advisers Act of 1940 (the “Advisers Act”), and the
undersigned (the “Client”), and relates to the account as detailed below (the “Account”).

WHEREAS, the Client is the named fiduciary of (the “Plan”), a plan to
provide retirement benefits for certain of the employees of (the “Plan Sponsor”);

WHEREAS, benefits provided by the Plan are funded under a trust agreement dated
(the “Trust™);

WHEREAS, the Trust empowers the Client to appoint an investment manager pursuant to
Section 402(c)(3) of the Employee Retirement Income Security Act of 1974, as amended (“ERISA”). The
investment manager shall exercise certain control over the management of assets of the Plan; and

WHEREAS, the Client desires to appoint the Manager to manage certain assets of the Plan in
accordance with the terms of this Agreement and Section 402(c)(3) of ERISA.

NOW, THEREFORE, in consideration of the premises and mutual covenants herein contained,
Client and Manager do hereby agree as follows:

1. Appointment, Acceptance, Services and Authority.

€)) Effective upon the execution of this Agreement and until this Agreement is
terminated pursuant to Section 13 hereof, the Client appoints the Manager and the Manager hereby
accepts such appointment as an investment manager (as that term is defined in Section 3(38) of ERISA)
with power to act as its agent to manage the investment and reinvestment of those assets and income
therefrom, as enumerated on Schedule B and specifically excluding those enumerated on Schedule C,
which the Client shall place under the supervision of the Manager from time to time in accordance with
this Agreement (the “Portfolio”). The Manager shall have complete and sole investment discretion and
authority to manage the Account to the fullest extent permitted by law, including the purchase and sale of
any securities or other financial instruments and any other transactions therein and, unless specifically
directed otherwise in writing by the Client, the exercise of any voting or consent rights pertaining to any
assets held in the Account, as more fully described below; provided, however, that transactions in the
Account shall be made in accordance with the Client’'s written Investment Policy Statement attached
hereto as Schedule A, as may be provided from time to time by the Client by notice to the Manager.
Furthermore, the Manager shall have complete and sole investment discretion and authority to appoint
and direct brokers, dealers and other investment concerns (including any investment concern affiliated
with the Manager) to perform services that assist in the management of the Account.

(b) The Manager is specifically authorized to invest the Portfolio, without limitation on
the amount which may be invested therein, in any commingled investment fund maintained by a
custodian and/or trustee for the collective investment of trust funds established in connection with pension
and profit sharing plans which are qualified under Section 401(a) of the Internal Revenue Code (the
“Code”). The provisions of the Trust for any such investment fund shall be deemed a part of the plan and
of this Agreement with respect to any such investment.

(c) The Client will be responsible for the establishment and maintenance of proper
arrangements for the custody of the Portfolio consistent with the requirements of Section 404(b) of ERISA
(the entity so appointed being referred to as the “Custodian”). All transactions will be consummated by
payment to, or delivery by, the trustee(s) or, if so designated, the Custodian of all cash and/or securities
due to or from the Portfolio. The Manager has no responsibility for custody of assets of the Portfolio and it
will not act as Custodian of the Portfolio, but may issue such instructions to the trustee(s) or custodian as
may be appropriate in connection with the settlement of transactions initiated by the Manager.
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Instructions by the Manager to the trustee(s) or Custodian shall be made in writing or orally, confirmed in
writing as soon as practical thereafter. The Manager shall instruct all brokers and dealers executing
orders on behalf of the account established with respect to the Portfolio to forward to the trustee(s) and/or
Custodian copies of all confirmations promptly after execution of transactions. The Manager will not be
responsible for any acts or omissions by any broker, dealer or Custodian; provided, however, that the
Manager will make reasonable efforts to require that brokers or dealers selected by the Manager perform
their obligations with respect to the Portfolio. Client agrees to give notice to the Manager in writing at least
ten (10) days in advance of any change in the Client’s Custodian.

2. Representations and Warranties of Manager and Client

€) The Client represents and confirms that it is the named fiduciary of the Trust with
the general responsibility for the appointment, performance and removal of investment managers and that
the Manager's engagement, pursuant to this Agreement, is authorized by the governing documents
relating to the Client and Trust and that the terms of this Agreement do not violate any obligations by
which the Client or Trust is bound. Upon request of the Manager, the Client agrees to deliver to the
Manager all account forms and corporate resolutions or similar documentation evidencing the
undersigned’s authority to execute and deliver this Agreement. The Client further agrees to promptly
deliver all amendments or supplements to the foregoing documents, and agrees that the Manager will not
be liable for any losses, costs or claims suffered or arising out of the Client's failure to provide the
Manager with any documents required to be furnished hereunder.

(b) Client represents and warrants that the Plan is an employee benefit plan within
the meaning of Section 3(3) of ERISA that is qualified under Section 401(a) of the Code and that the
terms of this Agreement comply with the terms of the Plan and Trust.

(c) The Client agrees and acknowledges that it shall provide the Manager with
copies of all Plan documents and copies of any subsequent amendments to such documents. The Client
further agrees that the Manager will not be liable for any losses, costs or claims suffered or arising out of
the Client’s failure to provide the Manager with any documents required to be furnished hereunder.

Please initial that Plan documents (including investment guidelines and liquidity
requirements) are delivered to the Manager upon execution hereof.

(d) The Client represents and warrants that, subject to ERISA, (i) the Client’s plans
and related trusts comply and will continue to comply in all material respects with the applicable
provisions of ERISA, and (ii) that the Portfolio constitutes only a portion of the Client's assets and the
Client is responsible for the overall diversification of its assets.

(e) [The Client represents and warrants that it has read and understands the
Manager's “Disclosures Regarding Proprietary/Related Funds,” attached hereto as Schedule D.] replace
(e) with [Reserved] if no Brown Advisory Funds or DWS money market funds under our direction in
the account.

) Manager acknowledges that it will be a “fiduciary” within the meaning of Section
3(21) of ERISA with respect to the Plan but only with respect to the Portfolio and that it is subject to and
will at all times exercise the standards of fiduciary responsibility set forth in Title I, Subtitle B, Part 4 of
ERISA. Manager is a Qualified Professional Asset Manager within the meaning of Department of Labor
Prohibited Transaction Class Exemption 84-14.

(9) Manager represents and warrants that it is an “investment adviser” (as that term

is defined in Section 202(11) of the Investment Advisers Act of 1940 (the “Advisers Act”)) duly registered
with the Securities and Exchange Commission pursuant to Section 203 of the Advisers Act.
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(h) The Manager has obtained a bond, in accordance with Section 412 of ERISA,
which provides protection against fraud or dishonesty (either directly or through connivance with others)
on the part of the Manager, and its officers, directors, and/or employees.

3. Expenses. The Trust shall be responsible for: (i) charges and expenses for accounting,
pricing and appraisal services relating to the Portfolio; (ii) the charges and expenses of any Custodian
appointed by Client with respect to the Portfolio; (iii) all brokerage commissions, dealer and underwriting
spreads, transfer taxes, Securities and Exchange Commission and exchange fees and other transaction
charges incurred in connection with the Portfolio; and (iv) all other expenses properly chargeable to the
Trust. To the extent such expenses are not paid by the Plan Sponsor, they shall be deducted from the
Trust.

4, Fees. In consideration of the Manager’'s services hereunder, the Client will pay the
Manager a fee quarterly in arrears (the “Management Fee”). If the management of the Account com-
mences at any time other than the beginning of a calendar quarter, the first Management Fee shall be
prorated based on the initial net asset value of the Account and the portion of such calendar quarter
during which this Agreement was in force. The Management Fee will be as set forth in Schedule E on the
balance of the Account’s average monthly net asset value with additions treated as being made on the
first day of the month and withdrawals treated as being made on the first day of the next month. The net
asset value of the Account shall be determined by the Manager in good faith as of 4:00 p.m. Eastern
Time on the last business day of each month. For purposes of determining the net asset value of the
Account securities and other instruments traded on a market for which actual transaction prices are
publicly reported shall be valued at the last reported sale on the principal market in which they are traded
(or, if there shall be no sales on such date, then at the mean between the closing bid and asked prices on
such date), other readily marketable securities and other instruments shall be priced using a pricing
service or through quotations from one or more dealers, and all other assets shall be valued at fair value
by the Manager whose determination shall be conclusive. Client agrees to authorize and instruct its
custodian to deduct Management Fees under this agreement from Client’s account and to forward such
Management Fees to Manager. The Manager may modify the terms in this Section 4 prospectively on at
least thirty (30) days prior written notice.

5. Broker and Dealer Selection. The Manager will use its discretion in selecting the broker,
dealer or other counterparty to be used to execute each transaction for the Account. In selecting a broker
or dealer the Manager will comply with its fiduciary duty to obtain best execution and with the provisions
of Section 28(e) of the Securities Exchange Act of 1934 and will take into account such relevant factors
as (A) price, (B) the broker’s or dealer’s facilities, reliability and financial responsibility, (C) the ability of
the broker or dealer to effect transactions, particularly with regard to such aspects as timing, order size,
and execution of orders, (D) the research and related brokerage services provided by such broker or
dealer to the Manager, notwithstanding that the Account may not be the direct or exclusive beneficiary of
such services and (E) any other factors the Manager considers to be relevant. The Client agrees and
acknowledges that the Manager will use its best efforts to obtain prompt execution of orders at the most
favorable prices reasonably obtainable and will not be obligated to seek the lowest available transaction
cost. The Client may direct the Manager to use a particular broker-dealer to execute portfolio
transactions for the Account. If Client selects the executing broker-dealer for the Account, (1) the Client
shall have sole responsibility for the terms and conditions pursuant to which the particular broker-dealer
will execute transactions for the Account, (2) the Client agrees and acknowledges that, to the fullest
extent permitted by applicable law, the Manager shall have no responsibility for seeking best execution or
prices, (3) that the Manager will not be able to aggregate Account transactions for execution and (4) the
Client agrees and acknowledges that, as a result, the Account may pay higher commissions or other
transaction costs or greater spreads, or receive less favorable net prices, on transactions for the Account
than would otherwise be the case.

6. Proxy Voting. The Manager shall be responsible for voting proxies solicited with respect
to the assets of the Client in accordance with and to the extent required by the Manager’'s proxy voting
guidelines and policies as in effect from time to time and shall keep such records as may from time to
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time be required. The Manager shall also be responsible for making all elections in connection with any
mergers, acquisitions, tender offers, bankruptcy proceeding or similar matters which may affect the Client.
All proxies will be voted and elections made in accordance with the Manager’s policy in effect from time to
time. The Client shall instruct the Client's custodian to promptly forward to the Manager all
communications received by the custodian with respect to the Client, shall take all reasonable steps to
ensure the Manager's receipt of such communications, and shall instruct the custodian to follow the
Manager’s instructions concerning the same. The Manager shall not be responsible for voting proxies or
making elections based on information not timely received by the Manager or otherwise consistent with
exceptions available under the Manager's proxy voting policies as in effect from time to time, and will
make available to the Client information concerning the voting of proxies as requested.

7. Adggregation. The Manager is authorized in its discretion to aggregate purchases and
sales and other transactions made for the Account with purchases and sales and other transactions in the
same or similar securities or instruments of the same issuer or counterparty for other clients of the
Manager or with affiliates of the Manager. When transactions are so aggregated, the actual prices appli-
cable to the aggregated transactions will be averaged, and the Account will be deemed to have pur-
chased or sold its proportionate share of the instruments involved at the average price so obtained.

8. Confirmation of Trades. The Client and the Manager will direct that confirmations of any
transactions effected for the Account will be sent in conformity with applicable law to the Client with a
copy to the Manager.

9. Liability.

€) Client understands that the investment activities they are engaging the Manager
to pursue as to the Investment Account involve risks, including market, economic, political and general
business risks and that the Manager does not guarantee any particular level of performance of the
Account or the success of any investment decision or strategy that the Manager may use.

(b) The Manager shall discharge its duties in accordance with the fiduciary
responsibilities imposed by ERISA, and, in accordance with the directions given by the Client under
Paragraph 1 of this Agreement, by diversifying the investment of the Portfolio so as to minimize the risk of
loss. Unless the Manager has not acted prudently or has otherwise violated the provisions of ERISA or
other applicable law, the Manager shall not be subject to any liability to the Plan, the Client or to any other
person, firm or organization, for any act or omission of itself or any other person, firm or organization in
the course of, or connected with, its obligations under this Agreement.

(©) Neither the Manager, nor any of its past or present affiliates, or the past or
present officers, directors, members, managers, partners, agents or employees or the Manager or its
affiliates (as applicable) (each, an “Indemnified Party”) shall have any liability to the Client, the Plan
Sponsor, the Trust or to their respective investors or shareholders or beneficiaries for any loss, whether
arising in contract, tort, equity or otherwise, suffered by them which arises out of any conduct, action or
inaction of such Indemnified Party unless such conduct, action or inaction arises from a breach by the
Manager of its duty of care or is precluded by ERISA. Each Indemnified Party may consult with counsel
and accountants in respect of the Client’s affairs and shall be fully protected and justified in any conduct,
action or inaction which is taken or not taken in good faith reliance in accordance with the advice or
opinion of such counsel or accountants, so long as such counsel or accountants were selected with
reasonable care. Notwithstanding any of the foregoing to the contrary, the provisions of this Section 9(c)
shall not be construed so as to relieve (or attempt to relieve) any Indemnified Party of any liability, to the
extent (but only to the extent) that such liability may not be waived, modified or limited under applicable
law, but shall be construed so as to effectuate the provisions of this Section 9(c) to the fullest extent
permitted by law.

(d) Except to the extent prohibited by law, each Indemnified Party shall be
indemnified by the Plan Sponsor against any losses, judgments, liabilities, expenses (including
reasonable attorneys’ fees) and amounts paid in settlement of any claims sustained by them which arise
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out of any conduct, action or inaction of such Indemnified Party except to the extent that such conduct,
action or inaction resulted from a breach by the Manager of its duty of care or was precluded by ERISA.
Notwithstanding any of the foregoing to the contrary, the provisions of this Section 9(d) shall not be
construed so as to provide for the indemnification of any Indemnified Party for any liability to the extent
(but only to the extent) that such indemnification would be in violation of applicable law or such liability
may not be waived, modified or limited under applicable law, but shall be construed so as to effectuate
the provisions of this Section 9(d) to the fullest extent permitted by law.

(e) The federal securities laws impose liabilities under certain circumstances on
persons who act in good faith, and therefore nothing herein shall in any way constitute a waiver or
limitation of any rights, which the undersigned may have under any federal securities laws.

)] The reimbursement and indemnity obligations of the Plan Sponsor under this
Section 9 shall:

i) be paid from, and only to the extent of, assets of the Plan Sponsor and
no shareholder or partner shall have any personal liability on account thereof;
and

ii) be in addition to any liability which the Plan Sponsor may otherwise
have.

(9) The provisions of this Section 9 shall survive the termination of this Agreement.

(h) The Manager shall promptly disclose to the Client in writing all complaints,
investigations or other proceedings materially impacting the management of the Account. Furthermore,
the Manager shall promptly notify the Client of any extraordinary examination, complaint, investigation,
disciplinary action and/or other proceeding reasonably related to or materially affecting the Manager’'s
ability to perform its duties under the agreement.

10. Conflict of Interest. The Client agrees that the Manager may refrain from rendering any
advice or services concerning securities of companies of which any of the Manager’s, or affiliates of the
Manager's officers, directors, or employees are directors or officers, or companies in which the Manager
or any of the Manager’'s affiliates or the officers, directors and employees of any of them has any
substantial economic interest, unless the Manager either determines in good faith that it may
appropriately do so without disclosing such conflict to the Client or discloses such conflict to the Client
prior to rendering such advice or services with respect to the Account.

11. Services to other Clients. It is understood that the Manager performs investment
advisory services for various clients, including mutual funds and private investment funds. The Client
agrees that the Manager may give advice and take action with respect to any of its other clients which
may differ from advice given, or the timing or nature of action taken, with respect to the Account, so long
as it is the Manager’s policy, to the extent practical, to allocate investment opportunities to the Account
over a period of time on a fair and equitable basis relative to other clients. Nothing in this Agreement
shall limit or restrict the Manager or any of its directors, partners, officers, affiliates or employees from
buying, selling or trading in any securities or other assets for its or their own account or accounts, and the
Client acknowledges that the Manager, its directors, partners, officers, affiliates and employees, and other
clients of the Manager, may at any time acquire, increase, decrease or dispose of positions in invest-
ments which are at the same time being acquired, held or disposed of for the Account. The Manager will
not have any obligation to initiate the purchase or sale, or to recommend for purchase or sale, for the
Account any security or other asset which the Manager, its directors, partners, officers, affiliates or em-
ployees may purchase, hold or sell for its or their own accounts or for the accounts of any other clients of
the Manager.
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12. Reliance on Information. The Client understands that the Manager, in the performance of
its obligations and duties under this agreement, is entitled to rely upon the accuracy of information
furnished by the Client or on its behalf, without further investigation.

13. Termination and Cancellation. This Agreement may be terminated, with or without
cause, at any time upon thirty (30) days’ written notice by the Client or upon sixty (60) days’ written notice
by the Manager. Such notice shall be delivered in accordance with Section 16. Fees paid in advance will
be prorated to the date of termination, and any unearned portion thereof will be refunded to the Client.

14. Governing Law; Venue; Disputes. To the extent that state law is not pre-empted by the
provisions of any laws of the United States, this Agreement shall be administered, construed and
enforced according to the laws of the State of Maryland without giving effect to the choice of law
principles thereof. Venue for all actions shall be in the appropriate state or federal court in Baltimore,
Maryland, and the parties hereto irrevocably waive the right to object to the venue of any such court on
the ground of forum non conveniens, or any other ground.

15. Receipt of ADV. The Client acknowledges receipt at least 48 hours prior to its execution
of this Agreement of Part Il of the Manager's current Form ADV as filed by the Manager with the
Securities and Exchange Commission. The Manager will offer in writing at least annually to provide the
Client with a copy of Part Il of its then current Form ADV.

16. Notices. All notices, required or permitted to be sent under this Agreement shall be sent,
if to the Manager:

Brown Advisory, LLC

901 S. Bond Street, Suite 400

Baltimore, Maryland 21231

Attention:

[Insert client service team member’s information]

or if to the Client:

Notices to be sent to the following Addresses:

[Insert client contact information]

or such other name or address as may be given in writing to the other party. All notices hereunder shall
be sufficient if delivered by facsimile, overnight mail or by hand. Any notice shall be deemed to be given
only upon actual receipt.

17. Assignment of Agreement. No assignment (as that term is used in the Advisers Act) of
this Agreement may be made by the Manager without the consent of the Client. The Manager may,
however, transfer this agreement to an affiliate of the Manager without the consent of the Client, to the
extent such transfer is not an assignment as defined under the Advisers Act. For the avoidance of doubt,
the consent of the Client will not be required in connection with any assignment except to the extent
required by law. Consent shall be deemed to have been given if the Client does not object to such
assignment within sixty (60) days after the Manager notifies the Client of the Manager’s intent to assign
this Agreement and the Client continues to receive advisory services hereunder from and after the date of
such assignment.

18. Client Representation. The Client hereby represents that it is a “qualified client” as
defined by Rule 205-3 under the Advisers Act.
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19. Final Integration. This Agreement (including the Client's Investment Policy Statement,
attached as Schedule A) contains the entire agreement between the parties with respect to the subject
matter hereof and may not be amended or modified unless pursuant to a provision of this Agreement.

20. Amendment. Except as otherwise provided herein, this Agreement may be amended by
mutual consent of the parties, pursuant to a written agreement signed by both parties hereto, provided
that the terms of any material amendment shall be approved by such authority as required to render such
an amendment legally binding.

21. Captions. The captions in this Agreement are included for convenience of reference only
and in no way define or delimit any of the provisions hereof or otherwise affect their construction or effect.

22. No Third-Party Beneficiaries. This Agreement and its provisions are for the sole and
exclusive benefit of the Client. Nothing in this Agreement shall be construed to give anyone other than
the Client any legal or equitable right, remedy or claim under, or with respect to, this Agreement.

23. Counterparts. This Agreement may be executed in one or more counterparts, all of
which together shall constitute one instrument.

24. No Waiver. The failure to insist on strict compliance with this Agreement will not
constitute a waiver of rights under this Agreement.

25. Insurance. The Manager shall for the term of this Agreement maintain an errors and
omissions insurance policy in the amount of five million dollars ($5,000,000).

26. Accounting and Reports. Unless otherwise instructed, Manager will not maintain tax lot
information. Information for any report required by law shall be furnished at such other times as the Client
may reasonably request.

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREOF, the undersigned, being duly authorized, has hereunto signed this Agreement
as of the date written below.

MANAGER: BROWN ADVISORY, LLC

By:

Name:

Title:

CLIENT: [ ]

By:

Name:

Title:

Dated: , 201

Client Tax Identification Number:
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SCHEDULE A

Client's Investment Policy Statement and Guidelines
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SCHEDULE B
Assets

[List initially contributed securities and assets or amount of cash contributed]

-10 -
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SCHEDULE C

Excluded Assets

[List excluded assets or indicate none]
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SCHEDULE D [DELETE IF NO BROWN ADVISORY FUNDS OR DWS MONEY MARKET FUNDS
UNDER OUR DIRECTION IN ACCOUNT]

Disclosures Regarding Proprietary/Related Funds

The Account may from time to time be invested in shares of one or more of the following
registered open-end mutual funds which are advised by affiliates of the Manager:

e the [name of Fund] (the “Fund”)

The Manager or its affiliates provide advisory services to the Funds. The Manager or its affiliates
receives advisory fees based on the assets of a Fund, as is more fully described in the Prospectus of the
Fund. In addition, the Manager or affiliates of the Manager may provide any other services to the Fund
that are permitted by law and be compensated for them, including without limitation brokerage, custody,
fund accounting, transfer agency, distribution, securities lending and interfund lending services. Any
compensation received for such services will at all times be consistent with reasonable commercial rates.
In addition, the Manager or its affiliates may serve as counterparties in transactions with the Fund where
permitted by law or regulation, and may receive compensation in that capacity.

The Manager has provided the Client with a current Prospectus for the Fund. The Prospectus
describes the investment characteristics of the Fund, the schedule of fees paid to the Manager or its
affiliates by the Fund, and the schedule of fees paid to the Manager or its affiliates for any additional
services provided by them to the Fund. The Prospectus also describes certain revenues received by the
Manager in connection with the Fund.

1. The Client, as a fiduciary of the Plan, acknowledges receipt of each such current
Prospectus.

2. Among the reasons why the Manager may from time to time conclude that
investment of the Account assets in the Fund shares would be appropriate for the Client is that [in so
doing otherwise uninvested cash in the Account may earn an investment return in connection with short-
term or temporary investment, achieve greater diversification, etc.].

3. If the Account assets are invested in shares of the Fund, then in order to prevent
the Manager from receiving an advisory fee revenue with respect to the Account assets so invested from
both the Client and the Fund, [the amount of the Account assets invested in shares of the Fund as of the
Client’s billing date will be excluded from the amount of assets upon which the Manager’'s Advisory Fee is
computed or describe offset].

4, The Management Fee is as set forth in Schedule E and the advisory fee payable
by the Fund is as described in the Prospectus. [The Management Fee covers not only advisory services
but other services as described in the Schedule.]

5. The schedule of fees charged the Plan for non-Fund investments is attached to
the Agreement to which this exhibit is a part as Schedule E. The schedule of fees paid the Manager or
affiliates of the Manager by each Fund is described in the Prospectus of each Fund. In certain instances
the effective marginal advisory fee rate paid by the Plan may be lower than the effective marginal
advisory fee rate paid by the Fund and, if so, the investment of assets of the Plan in shares of the Fund
will result in the Manager or an affiliate receiving a higher marginal rate of fees in respect of assets of the
Plan so invested in shares of the Fund.

6. The Manager agrees to inform the Client of any change in the schedule of fees
charged the Client or the Fund, prior to the effective date of such change.

On the basis of the Prospectus(es) and information above, Client, as a fiduciary of the Plan, has
by signing below authorized and approved the investment and reinvestment of the assets of the

-12 -
ACTIVEUS 71994977v3



retirement plan in the Fund and the payment of fees incidental to such investment as described in the
Prospectus(es).

Name of Plan Fiduciary:

Signed:

Date:
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SCHEDULE E

Fees

Account Level Fees

Brown Advisory’s investment management fee is as follows:

(Insert Fee Schedule Here)

Sweep/Money Market Account Fees

Client understands and agrees that if necessary Brown Advisory may use the money market account of
Custodian for investment of cash pending reinvestment. Client understands and agrees that the money
market account of the Custodian will have separate fees, but that Account assets held in such money
market account will be subject to Account level fees.
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901 South Bond Street, Suite 400
Baltimore, MD 21231

Phone: (410) 537-5400
E-mail: compliancegroup@brownadvisory.com
Web: www.brownadvisory.com

3/16/2012

This brochure provides information about the qualifications and business practices of Brown
Advisory, LLC. If you have any questions about the contents of this brochure, please contact us at
410-537-5400 and/or compliancegroup@brownadvisory.com. The information in this brochure has
not been approved or verified by the United States Securities and Exchange Commission or by any
state securities authority.

Additional information about Brown Advisory, LLC also is available on the SEC’s website at
www.adviserinfo.sec.gov.

We are a registered investment adviser with the U.S. Securities and Exchange Commission. The use
of the terms “registered investment adviser” or “registered” by us does not imply by itself any level

of skill or training. The oral and written communications we provide to you, including this
brochure, is information you use to evaluate us (and other advisers), which are factors in your
decision to hire us or to continue to maintain a mutually beneficial relationship.



ITEM 2 MATERIAL C HANGES

On January 1, 2012, several corporate entities within Brown Advisory were reorganized to combine four
separate SEC-registered investment advisers and two entities that serve as general partners to private
equity partnerships into a single SEC-registered investment adviser, Brown Advisory, LLC (“BALLC").
The three registered investment advisers with the SEC that merged into BALLC include:

1. Brown Investment Advisory Incorporated (“BIAI")

2. Brown Advisory Cavanaugh, LLC (“BAC")

3. Alex. Brown Investment Management, LLC (“ABIM”)

The two entities that served as general partners to private equity partnerships which merged into BALLC
include:

1. BAT Commingled Fund Manager, Inc.

2. Brown Advisory Investors GP, LLC

This reorganization was intended to simplify our corporate structure; reduce administrative risk,
regulatory complexity and cost; and make our structure easier for regulators, potential clients and
counterparties to understand. To further simplify the firm's presentation to potential clients and
regulators, Brown Advisory Holdings Incorporated (“BAHI"), the firm’'s controlling entity, changed its
name to Brown Advisory Incorporated (“BAI").

This brochure has been adjusted to reflect more detailed explanations of some of the investment strategies
offered by the registered investment advisers that merged into BALLC and their corresponding fee
schedules.

The financial industry activities and affiliations section has been updated to reflect:

1. The change in organizational structure,

2. The establishment of a new legal entity, Brown Advisory Trust Company of Delaware, LLC, a
Delaware limited purpose trust company that is subject to regulatory oversight by the Office of the
State Bank Commissioner of the State of Delaware,

3. An investment made in February 2012 in another investment adviser registered with the SEC:
CDK Investment Management, LLC,

4. An updated list of commingled vehicles and funds for which Brown Advisory, LLC provides
investment management services.

While the material changes to this brochure have been highlighted above, it is our intention to provide this
brochure in its entirety to all of our clients to ensure they have the most current Form ADV Part 2A.
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ITEM 4 ADVISORY BUSINESS

OVERVIEW OF THE_FIRM

Brown Advisory, LLC ("Brown", “the firm”", or “we”) provides investment management services to
individuals and institutions. These include high net worth individuals and families, endowments,
foundations, other charitable organizations, public/government-related clients, pension and profit-sharing
plans, insurance companies, corporations, individual retirement plans, trusts, estates, and other taxable
individual plans. We provide active equity, active fixed income and balanced portfolio investment
strategies. We also provide strategic advisory services to our high net worth clients. We are registered
with the Securities and Exchange Commission (“SEC”) as an investment adviser. As of January 1, 2012,
Brown Advisory, LLC had $18,600.7 million in regulatory assets under management. Of that total,
approximately $16,661.7 million represents assets managed on a discretionary basis and $1,939.0 million
represents assets managed on a non-discretionary basis. These values do not include client assets under
management or advisement by any of our affiliated firms, including Brown Investment Advisory & Trust
Company and Brown Advisory Securities, LLC.

Brown Advisory was launched in 1993 as an investment management division of Alex. Brown & Sons.
Alex. Brown & Sons was a Baltimore-based investment bank founded in 1800. In 1998, Brown Advisory
became independently owned through an employee-led buyout.

We are a wholly owned subsidiary of Brown Advisory Management, LLC (“BAM”). Brown Advisory’s
controlling entity is Brown Advisory Incorporated (“BAI"), which is organized as a Maryland C
corporation and serves as the firm's parent company. BAI is the managing member of BAM.

Typically, our investment management services are provided on a discretionary basis; however, from time
to time clients may impose reasonable restrictions, limitations or other requirements with respect to their
individual accounts. Any limitations on our discretionary authority to manage securities accounts on
behalf of clients would be initiated and imposed by the client. Generally, we will work with a client to
accommodate investment guidelines and restrictions so long as they do not interfere materially with a
portfolio manager’s ability to implement the investment and portfolio construction process.

Our equity investment strategies seek to provide clients with long-term capital appreciation by actively
selecting securities for investment in concentrated portfolios. For each of our equity strategies, we employ
the same investment process and methods of analysis. What differentiates our equity strategies from each
other are (1) the market capitalization and (2) the underlying style (growth, value, opportunistic, income
or, in the case of our Green Growth and Green Large-Cap strategies, the opportunity to benefit financially
from environmentally-driven strategies). Our fixed income investment philosophy is based on the idea
that fixed income investments play a specific role in client portfolios—to generate income, preserve
principal and complement allocations to more volatile investments. For each of our fixed income
strategies, we employ the same investment process and methods of analysis. What differentiates our fixed
income strategies from each other are (1) the maturity or duration of the portfolio, (2) credit quality, (3)
use of high yield and (4) its investment focus in either taxable or tax-exempt securities. Both equity and
fixed income investment strategies employ a bottom-up, fundamental research approach in our security
selection process. Our strategies strive to outperform their respective benchmarks over the long term.

We offer the following equity investment strategies:
 U.S. Large-Cap Growth Equityinvests primarily in the common stock of domestic, medium
and large market capitalization companies (generally greater than $2 billion at the time of
purchase) that have prospects for above-average, sustainable earnings growth.




U.S. Large-Cap Value Equityinvests primarily in the common stock of domestic, medium and
large market capitalization companies (generally greater than $2 billion at the time of purchase)
that we believe are undervalued but maintain sound long-term fundamentals.

Flexible Value—invests primarily in the common stock of medium and large market
capitalization companies (generally greater than $2 billion at the time of purchase) with what we
believe offer good long-term economics and a capable management team on a bargain basis. This
strategy expands the bargain-hunting concept of traditional value investing to embrace a broader
range of investment opportunities. This strategy may invest up to 20% in fixed income.

Equity Income—invests primarily in high-quality companies with medium and large market
capitalizations (generally greater than $2 billion at the time of purchase) with above-average
dividend yields and the potential for dividend growth. This strategy may invest up to 20% in
fixed income.

U.S. Small-Cap Growth Equiyinvests primarily in the common stock of domestic, small
market capitalization companies (generally less than $4 billion at the time or purchase) that have
prospects for above-average sustainable earnings potential.

U.S. Small-Cap Value Equityinvests primarily in the common stock of domestic, small market
capitalization companies (generally less than $4 billion at the time of purchase) focusing on
companies that we believe are mispriced in the market relative to a fundamental assessment of
their underlying value.

U.S. Mid-Cap Growth Equity-invests primarily in the common stock of mid-cap companies that
have the potential to grow their earnings at a rate faster than the average company. The strategy
defines mid-cap companies as those whose market capitalization falls within the range of either
the S&P MidCap 400 Index or the Russell Midcap Growth Index.

Green Growth-invests primarily in the common stock of domestic companies that demonstrate
long term competitive advantages, strong environmental performance and opportunities to benefit
financially from environmentally-driven strategies.

Green Large-Cap-invests primarily in the common stock of medium and large market
capitalization companies (generally greater than $2 billion at the time of purchase) that
demonstrate sustainable business models, long-term competitive advantages, strong
environmental performance and opportunities to benefit financially from environmentally-driven
strategies.

U.S. Opportunity—invests primarily in a diversified portfolio of equity securities that incorporate
either a growth or value investment approach to security selection and invest in companies
regardless of market capitalization.

We offer the following fixed income strategies:

Intermediate Income-emphasizes high credit quality taxable fixed income securities in
portfolios of an intermediate maturity, between one and 10 years or an average duration between
two and five years.

Tax-Exempt Municipal-emphasizes high credit quality tax-exempt fixed income securities in
portfolios with target durations between two and five years, with a concentration on Maryland
municipal securities.

Core Fixed Income-emphasizes high credit quality taxable fixed income securities in portfolios
with target durations between four and seven years. The strategy can adhere to socially
responsible guidelines and may include high yield.

Limited Duratior—emphasizes high credit quality taxable fixed income securities in portfolios
with target durations between one and four years.

Intermediate Municipa-emphasizes high credit quality tax-exempt securities in portfolios with
target durations between two and five years.




» Enhanced Cashemphasizes high credit quality taxable fixed income securities in portfolios with
target durations between zero and two years.

e Tactical Bond—makes long and short tactical investments in fixed income instruments based on
guantitative inputs, seeking to produce positive total return in various market environments,
including rising interest rates. This strategy utilizes quantitative modeling in making tactical
purchase and sale decisions. This strategy may include high yield.

For those clients who want to be invested in both equities and fixed income, we provide balanced
portfolio management. We also offer asset allocation advice for clients who want to pursue other
investment strategies, such as alternatives and private equity.

We also provide our clients with access to outside managers through an Open Architecture Program. This
service provides clients greater access to a wider range of investing opportunities and asset classes,
including international equities, emerging-markets equities, global fixed income, high-yield fixed income,
private equity, commodities, hedge funds and real estate. By combining our selective Open Architecture
initiative with our extensive in-house resources, we optimize our customized portfolio management
capabilities for clients.

In addition to our investment management services, we offer strategic advisory services for clients with
complex financial, investment, and fiduciary circumstances. These services include but are not limited to
tax planning, intergenerational wealth transfer (including trust and estate planning), philanthropic
planning, family business advisory and wealth structuring.

In addition to our traditional investment management activities, we also serve as the general partner of
various private and limited partnerships. These partnerships invest in public securities, private equity
securities and hedge funds managed by third parties.

We also offer three private investment funds: FINCAP LLC, Winslow Hedge Fund, L.P., and
BrownSavano Direct Capital Partners, L.P.

FINCAP LLC is a private investment fund exempt from registration as an investment company under the
Investment Company Act of 1940. This fund provides long and short investments in companies with
market capitalizations generally less than $4 billion at the time of purchase.

Winslow Hedge Fund, L.P., is a private investment fund exempt from registration as an investment
company under the Investment Company Act of 1940. This fund provides long and short investments in
companies that focus on green solutions and have the potential to benefit financially from
environmentally-driven strategies.. Its assets are invested in securities, other financial instruments and
rights and options relating to such securities.

BrownSavano Direct Capital Partners, L.P., is a private investment fund exempt from registration as an
investment company under the Investment Company Act of 1940. The fund provides investments in
private venture-backed growth companies that are preparing to go public or are developing strategic
relationships with potential buyers. The fund also focuses on offering partial liquidity to individual
shareholders, including founders, executives, angel investors and former employees of private venture-
backed growth companies.

Brown Advisory may also provide investment advisory services for select model-based separately
managed account programs of unaffiliated managers and financial advisors. In these programs, we
typically provide a model portfolio to the program manager, who is then responsible for executing



transactions and coordinating account guidelines and restrictions with the underlying separate account
client. In exchange for these services, we receive a fee from the unaffiliated manager or financial advisor.

CUSTOMIZATION OF ADVISORY SERVICES

We work closely with our clients to ensure that their goals and objectives are met. For clients with
specific investment guidelines, we provide customized portfolios. Any client-imposed limitations or
guideline restrictions are defined and outlined in the client's initial documentation with the firm.

We may also maintain investment policy statements or written investment guidelines for institutional
clients. These documents address a client’s guidelines and objectives in greater detail. Many of our
institutional clients have their own investment policy statements. When clients provide us with their own
investment policy statements, we make sure that the language is reflective of our investment management
responsibility. When necessary, the language is adjusted and approved by both the client and Brown
Advisory before management of the account begins.

MANAGED ACCOUNT PROGRAM PARTICIPATION

We serve as an investment manager for the Brown Advisory Pathway Program. This program offers
clients access to a wide range of investing opportunities, including domestic and international equities,
fixed income, commodities and real estate. Under the program, our affiliate, Brown Advisory Securities,
LLC, offers their clients the opportunity to have us manage a separately managed account in the Large-
Cap Value, Large-Cap Growth, Small-Cap Growth, Equity Income, Winslow Green Large-Cap or
Flexible Value investment style.

Under this program, we provide discretionary investment management services to clients in different asset
classes and strategies. These services are based on an asset allocation model determined by the client with
the advice of the client's Brown Advisory Securities’ representative and incorporate the client’s
investment objectives. The Program offers the flexibility to invest client accounts across several different
asset classes and strategies within a single account. If clients select a multi-asset class account, they may
be invested in affiliated and unaffiliated mutual funds, instead of separately managed accounts, for certain
asset classes. These funds include proprietary Brown Advisory mutual funds as well as externally
managed funds offered through our Open Architecture Program. The funds selected for investment by the
client generally depend on the asset class and the total amount invested.

Affiliated mutual funds include any Brown Advisory Fund or the Winslow Green Growth Fund. We serve
as the investment adviser to affiliated mutual funds and are paid an investment advisory and shareholder
servicing fee by the funds.

The program is designed to enable Brown Advisory Securities, LLC clients to pursue their investment
objectives and strategies by utilizing the various investment styles listed above. Investors with at least one
separately managed account may also choose to invest in a menu of Brown Advisory Funds for a
minimum investment of $25,000 per Brown Advisory Fund. We receive a portion of the fee as
compensation for the investment management services we provide in the Brown Advisory Pathway
Program.



ITEM 5 FEES AND COMPENSATION

STANDARD FEE SCHEDULES

We manage assets for clients seeking discretionary portfolio management services. Each client receives
personalized investment management services based on an analysis of the client's financial circumstances,
income requirements, risk tolerance, investment objectives and other pertinent factors.

Clients generally pay advisory fees based on a percentage of assets in their account(s). Generally
speaking, fees are not typically negotiated. However, fees may be negotiated depending on the particular
circumstances of the client, scope of services provided, size of account(s), service levels, reporting and

other arrangements as agreed with specific clients. In those instances, a client may pay more or less than
the fees on our standard fee schedules, and more or less than similar clients. Each client receives
personalized investment management services based on an analysis of the client's financial circumstances,
income requirements, risk tolerance, investment objectives and other pertinent factors.

We receive management fees from our clients on a quarterly basis. Although most of our clients pay in
arrears, several of our clients pay in advance. We will accept both. Fees do not include fees for services
performed by the clients’ custodian.

We have an experienced team of portfolio managers and research analysts dedicated to the various
investment disciplines offered by the firm. These investment teams also work cooperatively with our
strategic advisors and balanced portfolio managers to provide balanced account management services.
Although we generally target balanced institutional or high net worth clients with a minimum of $5
million of investable assets, from time to time we will waive the account minimum depending on the
client relationship, client service requirements and certain circumstances.

Provided below are the standard annual fee schedules for the investment management services we
currently offer:

BALANCED PORTFOLIOSGREATER THAN$5 MILLION

1.00% on the first $5 million under management

0.75% on the next $5 million under management

0.50% on the next $15 million under management
0.35% on the next $75 million under management
0.30% on amounts over $100 million under management

Although we generally target balanced institutional or high net worth clients with a minimum of $5
million of investable assets, from time to time we will waive the account minimum depending on the
client relationship, client service requirements and certain circumstances.

In circumstances where a minimum is waived the following schedule applies:
BALANCED PORTFOLIOSLESS THAN$5 MILLION

1.25% on the first $3 million under management

1.00% on the next $2 million under management




LARGE-CAP GROWTH EQUITY, LARGE-CAP VALUE EQUITY, MID-CAP GROWTH EQUITY, FLEXIBLE
VALUE, EQUITY INCOME AND GREENLARGE-CAP SEPARATEACCOUNTS

0.80% on the first $10 million under management

0.65% on the next $15 million under management

0.50% on the next $25 million under management

0.40% on amounts over $50 million under management

SMALL -CAP GROWTHEQUITY, SMALL -CAP VALUE EQUITY AND GREEN GROWTH SEPARATEACCOUNTS
1.00% on the first $25 million under management

0.90% on the next $25 million under management

0.80% on the next $50 million under management

0.70% on amounts over $100 million under management

FIXED INCOME INVESTMENT SEPARATEACCOUNT STRATEGIES
0.65% on the first $5 million under management

0.375% on the next $5 million under management

0.25% on the next $15 million under management

0.20% on amounts over $25 million under management

PRIVATE EQUITY /ALTERNATIVES PORTFOLIOS

0.30% administrative fee on capital committed to Brown Advisory-sponsored private equity/alternatives
strategies. All private equity/alternatives strategies, including Brown Advisory-sponsored and non-Brown
Advisory-sponsored, are subject to the firm’'s standard account-level fees, which typically are based on
net invested capital.

There is no minimum level of investment imposed on accounts participating in private equity/alternatives
strategies. However, all investors in this area must meet specific suitability requirements in order to
invest.

PARTICIPATION IN_MANAGED ACCOUNT PROGRAM
For the investment management services we provide in the Brown Advisory Pathway Program, we
receive a portion of the fee as compensation. The Program fee schedule is as follows:

ACCOUNTASSETVALUE ANNUAL FEE
Less Than $5,000,000 1.25%

The asset value of the account is calculated on the last business day of the previous calendar quarter.

If the advisory agreement is terminated during a quarter, a pro-rata fee will be assessed based on the
number of days in the quarter that the client was in the Program. We receive 50 basis points (or 0.50%)
out of the applicable fee. The remainder of the fee is remitted to Brown Advisory Securities for its
services to the client and any solicitor receiving a referral fee. All fees are subject to negotiation and
could vary depending on the client’s specific circumstances. Fees typically are billed quarterly in arrears
based on one-fourth of the annual rate. The advisory fee does not cover fees for services performed by the
client's custodian.

ADVISORY SERVICES TO UNAFFILIATED FINANCIAL SERVICES FIRMS

We have several proprietary equity and fixed income investment strategies that are managed by our team
of portfolio managers and analysts. In addition to offering these strategies directly to our clients through
the mutual fund and separate account products that we manage, we distribute separate account and mutual
fund investment products domestically and internationally to a variety of unaffiliated financial services
firms. These include but are not limited to:




* Insurance companies

 Banks

» Unaffiliated broker-dealers

» Unaffiliated registered investment advisers

Since our clients could simultaneously be clients of the unaffiliated financial services firms with which
we have relationships, they could have the option to purchase investment products that we recommend
through other brokers or agents that are not affiliated with us.

We currently maintain contractual agreements with a number of unaffiliated financial services firms. For
these firms, we do one or more of the following:

 Serve as a sub-adviser and provide investment management services in connection with the
management of a mutual fund by another registered investment adviser;

* Provide investment management and advisory services in connection with an unaffiliated
registered investment adviser's use of our investment strategies for their separately managed
account program;

» Provide investment advisory services in the form of model portfolios for investment strategies to
other unaffiliated managers and financial advisers; and

* Allow investors from fee-based mutual fund programs of other registered investment advisers to
access and invest in our proprietary mutual funds through specially designated share classes.

When we provide investment management and/or advisory services to unaffiliated financial firms, we are
generally compensated through a contractually agreed-upon fee schedule. The fee schedules and
arrangements with these firms may vary depending on several factors. These factors include but are not
limited to the amount of assets under management, client servicing requirements, the client type and the
investment strategy for which investment management or advisory services are provided.

When we allow investors from unaffiliated firm mutual fund programs to access our proprietary mutual
funds through specially designated share classes, we will generally compensate the unaffiliated financial
firm based on a contractually agreed-upon fee schedule. The fee schedules and arrangements with these
firms may vary depending on several factors. These factors include but are not limited to the amount of
assets under management, client servicing requirements and the investment strategy for which investment
management or advisory services are provided.

FEE PAYMENT OPTIONS
There are two options clients may select to pay for our services:

» Direct debiting (preferred)At the inception of the relationship and each quarter thereafter, we
will notify the client’s custodian of the amount of the management fee due and payable to us
through our fee schedule and contract. If clients choose this method, they must provide written
authorization to the custodian permitting our management fee to be paid directly from the
account(s) held by an independent custodian. The custodian does not validate or check our fee or
its calculation on the assets on which the fee is based. The custodian will deduct the fee from the
account(s) or, if the client has more than one account, from the account designated to pay our
advisory fees. Each month, clients will receive a statement directly from their custodian showing
all transactions, positions and credits/debits into or from their account(s); the statements after the
guarter-end will reflect these transactions, including the advisory fee paid by the client to us.

» Pay-by-check or wireAt the inception of the relationship and each quarter thereafter, we will
issue clients an invoice for our services. Clients will pay us by check or wire transfer upon receipt
of the invoice date.
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ADDITIONAL FEES AND EXPENSES

Advisory fees payable to us do not include all the fees the client will pay when we purchase or sell
securities for the client’s account(s). The fee schedule pertains to separate account management and does
not include custody fees, brokerage charges, fund expenses or related transaction costs. Custody fees will
vary depending on the custodian. All brokerage charges and related transaction costs are charged to the
account(s) as they occur.

All fees paid to us for portfolio management services are separate from the fees and expenses borne by
any mutual funds or limited partnerships in which client assets may be invested, including funds or
partnerships advised by an affiliate of ours. Clients paying a Brown Advisory account-level management
fee are rebated an amount equal to management fees charged by Brown Advisory Funds. Although clients
would not bear any sales load for any affiliated funds, they may be charged a sales load for any
unaffiliated funds.

There are many fees and/or expenses that clients may pay directly to third parties for any securities
purchased, sold or held in their account(s) under our management. We do not receive, directly or
indirectly, any of these fees charged to the client. They are paid to the client’s broker, custodian or the
mutual fund(s) or other investment(s) the client holds. These fees may include brokerage commissions,
transaction fees, exchange fees, regulatory fees, advisory fees and administrative fees charged by mutual
funds, exchange traded funds, private funds or private equity vehicles, custodial fees, deferred sales
charges on mutual funds or annuities, odd-lot differentials, transfer taxes, wire transfer and electronic
fund processing fees, legal fees and commissions or mark-ups/mark-downs on security transactions.

U.S.BANK CUSTODY FEES

In 2010, Brown Advisory negotiated a favorable custody relationship with U.S. Bank. We believe this
relationship is tailored for the needs of Brown Advisory’s clients. As a custodian, U.S. Bank provides the
following services: safekeeping of assets; receiving and disbursing funds; transaction settlement; client
statements, accounting and reporting; tax reporting on purchases and sales (1099s) and online account
access.

There is no minimum custody fee.

U.S. Bank and Brown Advisory have entered into an agreement through which U.S. Bank will pay Brown
Advisory up to 0.21 basis points based on total assets under custody with U.S. Bank to reimburse certain
costs incurred by Brown Advisory discontinuing custody services. Such reimbursement has no effect on
the fees paid by clients.

Clients may select their own custodian and are not required to utilize the services of U.S. Bank. We are
indifferent to a client's choice of custodian, assuming such custodian is able to work with us
operationally.

TERMINATED ACCOUNTS

In the event a client’s investment advisory agreement is terminated, any fees paid in advance will be
refunded on a pro rata basis as of the termination date. Similarly, any accounts that contractually pay
management fees in arrears will be billed the pro-rata portion for the time the assets were under
management.

COMPENSATION FOR SALE OF SECURITIES OR OTHER INVESTMENT PRODUCTS

We do not have or employ any "employee" who receives, either directly or indirectly, any compensation
from the sale of securities or other investment products that are purchased or sold for a client’'s account.
This includes asset-based sales charges or service fees from the sale of mutual funds. As a result, we are
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a “fee-only” investment adviser. We do not have any potential conflicts of interest that relate to any
additional compensation from clients or the assets that we manage other than those listed in this
document.

FEES FROM MUTUAL FUNDS

Brown Advisory’s mutual funds are used in large part with clients who have existing relationships with
Brown Advisory and its affiliates. When clients hold these funds in an account that is charged an
investment advisory fee by Brown Advisory or any of its component investment groups, Brown Advisory
credits the client’'s pro-rata share of the investment advisory fee paid to Brown Advisory by the fund or
funds as an offset against the client’s advisory fee. Separately, the Funds may pay a fee of up to 0.05% of
the average daily assets of each Fund’s Institutional Shares for shareholder services provided to the Funds
by financial institutions, including Brown Advisory. The Funds also may pay a fee of up to 0.25% of
average daily net assets of the Advisory Shares, as applicable, under a Rule 12b-1 plan as compensation
for distribution-related and shareholder services provided by intermediaries including Brown Advisory.
Please refer to the Funds’ prospectus for additional details.
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| TEM 6 PERFORMANCE -BASED FEES AND SIDE-BY-SIDE M ANAGEMENT

From time to time we will accept institutional clients that wish to pay performance-based fee schedules.
In addition, private funds advised by us, including FINCAP LLC, Winslow Hedge Fund, L.P., and
BrownSavano Direct Capital Partners, L.P., may charge a carry or performance fee. The Private
Placement Memorandums for each private fund should be consulted for additional information.

Since most of our clients maintain tiered asset-based fee schedules, this means some portfolio managers
are managing accounts for clients that compensate the firm according to an asset-based fee schedule at the
same time they are managing accounts for clients that compensate the firm according to a portfolio’s
investment performance relative to its benchmark. By managing these two types of fee-paying accounts at
the same time, a portfolio manager is faced with certain potential conflicts. These include:
* An incentive for the portfolio manager to favor accounts for which we receive a performance-
based fee, and
* An increased chance that the portfolio manager’s strategy will experience style drift or take on
excessive risk if his or her compensation is tied to performance.

Brown Advisory maintains and enforces written policies and procedures designed to ensure that all
accounts are treated equitably regardless of the fee arrangement. In addition, we have adopted trading
practices designed to address potential conflicts of interest inherent in proprietary and client discretionary
trading, including bunching and pro-rata allocation.

To mitigate and manage these risks, we employ the following practices:

* All accounts managed according to a particular strategy are incorporated into the same trade
group for trade execution and allocation purposes. This ensures that trading in an investment
strategy is aggregated across all related accounts to facilitate best execution. We typically will
aggregate orders for the same security by multiple accounts into a “block trade.” We believe this
process provides equal treatment of all clients, provides ease of administration and facilitates the
avoidance of information leakage that may be detrimental to client trades. The average price per
share of a block trade will be allocated to each account that participates in the block trade. If a
block order cannot be executed in full at the same price or time, the securities actually purchased
or sold by the close of each business day will be allocated in a manner that is consistent with the
initial pre-allocation. This must be done in a way that does not consistently advantage or
disadvantage particular client accounts. For example, partial fills generally are allocated pro rata
among patrticipating accounts. The trading desk may allocate a partial fill using a random fill
function of the trading system in such cases where it is deemed to be fair and edlitainle.
limited offering amounts are available for particular securities, our portfolio managers determine
which accounts could best utilize the security based on duration/maturity and sector targets.
Once this is determined, the security is allocated on a pro-rata basis among these particular
accounts.

* The portfolio managers review each account on a continuous basis. Reviews are undertaken to
confirm that the portfolio conforms to client suitability standards as well as to determine if any
security changes need to occur. Fund portfolio managers continually review investments to
confirm that they are consistent with the Fund's objectives.

« The Head of Investments reviews the performance of all accounts within a style-specific
composite on a quarterly basis to ensure that all accounts with similar investment mandates are
being managed in a consistent manner. If there are any accounts that fall outside of an acceptable
deviation range, the Head of Investments will confer with the portfolio manager(s) to determine
the reason for the deviation. The Head of Investments meets regularly with each investment team
to review performance and portfolio activity to ensure that the team is managing the portfolios to
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stated investment philosophies. Sector and security selection analysis, current portfolio
composition, trading activity and style-based portfolio analysis are all examined during the
review.

With respect to fixed income, the fixed income team has a formal investment committee that
meets twice a week to discuss market- and sector-specific events and strategies. All team
members are active participants in the review and strategy formulation process. Meetings usually
include a macro-level market review as well as sector-specific valuation comments with
performance detail and anticipated market reactions. Strategies are reviewed weekly during these
investment committee meetings. All accounts are informally reviewed weekly.
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ITEM 7 TYPES OF CLIENTS

We generally provide investment management services to individuals and institutions. These include:

1. High net worth individuals and families
2. Pooled vehicles, including registered investment companies and UCITS
3. Endowments

4. Foundations

5. Charitable organizations

6. Public/government-related clients

7. Pension and profit-sharing plans

8. Insurance companies

9. Corporations

10. Individual retirement plans

11. Trusts

12. Estates

13. Eleemosynary

14. Religious

15. Other taxable individual accounts
Although we generally target institutional or high net worth clients with a minimum of $5 million of

investable assets, from time to time we will waive the account minimum depending on the client
relationship, client service requirements and certain circumstances.
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| TEM 8 METHODS OF ANALYSIS, INVESTMENT STRATEGIES AND R ISK OF LOSS

METHODS OF ANALYSIS AND INVESTMENT STRATEGIES

As an investment adviser, we provide investment management services to individuals and institutions
through a variety of investment vehicles. These include mutual funds, separate accounts and private
funds. Different factors, including account type and size, may be used to determine which vehicle is most
appropriate for the client.

EQUITIES
Our equity investment strategies seek to provide clients with long-term capital appreciation by actively

selecting securities for investment in a concentrated portfolio. For each of our equity strategies, we
employ the same investment process and methods of analysis. What differentiates our equity strategies
from each other are (1) the market capitalization and (2) the underlying style (growth, value,
opportunistic, income or in the case of our Green Growth and Green Large-Cap strategies, the opportunity
to benefit financially from environmentally-driven strategies). Our equity investment strategies employ a
bottom-up, fundamental research approach to our security selection process. With respect to portfolio
construction, we manage position sizes according to our assessment of a security’s long-term potential
value. In determining individual security weightings, securities with the greatest upside price potential,
relative to their respective downside risk, tend to be the largest positions in the portfolio. We trim
holdings we deem are overvalued to deploy that capital into more attractive opportunities. This active
position size management is designed to ensure that the overall portfolio is constantly being optimized
from a risk/reward perspective. Our equity strategies strive to outperform their respective benchmarks
over the long term.

We offer the following equity investment strategies:

U.S. Large-Cap Growth Equityinvests primarily in the common stock of domestic, medium and large
market capitalization companies (generally greater than $2 billion at the time of purchase) and is designed
for investors seeking capital appreciation through a concentrated portfolio of fundamentally sound
companies that have prospects for above-average, sustainable earnings growth. Stock selection is driven
by bottom-up, fundamental research that focuses on adding companies to the portfolio based on the merits
of their business models and position within their respective industries as well as the macro environment.
Typically, stocks are purchased with the intent of owning them for a multiyear period. The strategy is
benchmarked to the Russell 1000 Growth Index.

U.S. Large-Cap Value Equityinvests primarily in the common stock of domestic, medium to large
market capitalization companies (generally greater than $2 billion at the time of purchase) and is designed
for investors seeking capital appreciation through a portfolio of undervalued stocks of well-established,
often global, business franchises with sound long-term fundamentals. Stock selection is driven by bottom-
up fundamental research that focuses on adding companies to the portfolio based on the merits of their
business models and position within their respective industries as well as the macro environment.
Typically, stocks are purchased with the intent of owning them for a multiyear period. The strategy is
benchmarked to the Russell 1000 Value Index.

Flexible Value—invests primarily in the common stock of domestic medium and large market
capitalization companies (generally greater than $2 billion at the time of purchase) with good long-term
economics and a capable management team on a bargain basis. This strategy expands the bargain-hunting
concept of traditional value investing to a broader range of investment opportunities and is designed for
investors seeking long-term growth of capital through a moderately concentrated portfolio. With value
defined as the present value of estimated future cash flows, the strategy seeks bargains in “value” as well
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as “growth” stocks. The strategy seeks to buy businesses on a bargain basis by: (1) taking advantage of
temporary adversity or market disfavor, (2) identifying an underappreciated change that may improve
business prospects, (3) seeking overlooked or undiscovered opportunities the market is not focused on
and (4) finding scenarios offering compressed valuations for premium businesses. The strategy is
benchmarked to the S&P 500 Index.

Equity Income—invests primarily in high-quality companies with medium and large market
capitalizations (generally greater than $2 billion at the time of purchase) with above-average dividend
yields and the potential for dividend growth. It is designed for investors seeking to own a concentrated
portfolio that is focused on providing current dividend yield and dividend growth. For these purposes, a
“high-quality” company is defined as one with above-average and consistent return on equity,
manageable debt levels and relatively stable profitability. Stock selection involves screening for yield,
fundamental research and an assessment of a company's dividend policy. This strategy may invest up to
20% in fixed income. This strategy is benchmarked to the S&P 500 Index.

U.S. Small-Cap Growth Equiyinvests primarily in the common stock of domestic, small market
capitalization companies (generally less than $4 billion at the time of purchase) possessing above-average
growth potential. It is designed for investors seeking long-term capital appreciation through a
concentrated portfolio of diversified, high-quality business models with above-average growth, sound
management and favorable competitive positioning. The managers employ a disciplined, long-term
investment philosophy based on a careful analysis of business fundamentals relative to the price of the
security. The goal is to exploit inefficiencies in the small capitalization universe and identify companies
operating in large and growing addressable markets with dominant and/or increasing market share. The
strategy is benchmarked to the Russell 2000 Growth Index.

U.S. Small-Cap Value Equiyinvests primarily in the common stock of domestic, small market
capitalization companies (generally less than $4 billion at the time of purchase) focusing on companies
that are mispriced in the market relative to a fundamental assessment of their underlying value and strives
to exploit those situations where we believe the market is inefficiently valuing the long-term enterprise
value of the company. It is designed for investors seeking long-term capital appreciation through a
concentrated portfolio of companies that generate high levels of sustainable free cash flow and have
management teams that effectively allocate capital. Fundamental analysis and valuation discipline are
used to select undervalued investments for the portfolio. This strategy is benchmarked to the Russell 2000
Value Index.

U.S. Mid-Cap Growth Equity-invests primarily in the common stock of mid-cap companies that have

the potential to grow their earnings at a rate faster than the average company. The strategy defines mid-
cap companies as those whose market capitalization falls within the range of either the S&P MidCap 400
Index or the Russell Midcap Growth Index. The market capitalization of the companies in the strategy’s
portfolio and the indices will change over time; the strategy will not automatically sell or cease to
purchase the common stock of a company it holds just because the company’s market capitalization
grows or falls outside these rangéess “growth” investors, we typically look for companies with one or

more of the following attributes: large and/or growing addressable market opportunity; market leader or
market share gainer; a differentiated product, service or business model; high and/or rising profit margins;
high and/or rising return on invested capital; capital efficiency; management strength; sustainable above-
average growth dynamics; and stock prices that undervalue a company’s growth prospects. While the
strategy will consistently employ its normal investment criteria, it has the discretion to deviate from the
course previously described in order to purchase securities that the portfolio manager believes have the
potential to provide an opportunity for substantial appreciation. Examples may include an extraordinary
corporate event, a new product introduction or innovation, a favorable competitive development or a
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change in management. This strategy is benchmarked to the S&P MidCap 400 Index and the Russell
Midcap Growth Index.

Green Growth-invests primarily in the common stock of domestic companies that demonstrate
sustainable business models, long-term competitive advantages, strong environmental performance and
opportunities to benefit financially from environmentally-driven strategies. It is designed for investors
seeking long-term capital appreciation by investing in companies that have the ability to capitalize on
unique opportunities afforded by the green economy and appear most willing and capable of adapting to
these trends. The strategy adheres to a valuation discipline that is based on a risk/reward analysis. It
integrates fundamental research with environmental research and focuses on identifying the key
fundamental and environmental drivers of a company’s business model. This strategy is benchmarked to
the Russell 2000 Growth Index.

Green Large-Cap-vests primarily in the common stock of medium and large market capitalization
companies (generally greater than $2 billion at the time of purchase) that demonstrate sustainable
business models, long-term competitive advantages, strong environmental performance and opportunities
to benefit financially from environmentally driven strategies. It is designed for investors seeking long-
term capital appreciation by investing in companies that have the ability to capitalize on unique
opportunities afforded by the green economy and appear most willing and capable of adapting to these
trends. The strategy adheres to a valuation discipline that is based on a risk/reward analysis. It integrates
fundamental research with environmental research and focuses on identifying the key fundamental and
environmental drivers of a company’s business model. This strategy is benchmarked to the Russell 1000
Growth Index.

U.S. Opportunity—invests primarily in a diversified portfolio of equity securities, incorporating either a
growth or value investment approach to security selection, and investing in companies regardless of
market capitalization. It is designed for investors seeking long-term capital appreciation through a
concentrated portfolio of high-quality companies that we believe have significant market opportunities
where the companies are leaders or potential leaders in their respective markets, proprietary products and
services or are engaged in new product development and product cycle leadership that sustains a strong
brand franchise. This strategy is benchmarked to the Russell 3000 Index.

FIXED INCOME

Our fixed income investment philosophy is based on the idea that fixed income investments play a
specific role in client portfolios: to generate income, preserve principal and complement allocations to
more volatile investments. For each of our fixed income strategies, we employ the same investment
process and methods of analysis. What differentiates our fixed income strategies from each other are (1)
the maturity or duration of the portfolio, (2) credit quality, (3) use of high yield and (4) its investment
focus in either taxable or tax-exempt securities. Our fixed income strategies employ a combination of top-
down analysis of investment-grade sectors to determine relative value opportunities and a bottom-up,
fundamental research approach of fixed income securities to better understand the credit and cash flow
analysis of specific fixed income securities. It is our belief that spreads (the difference between the
current “bid” and current “ask” for a fixed income security) react to changes in the economic
environment, yields and interest rate expectations as well as credit concerns and technical factors. Our
strategies attempt to exploit the periodic changes in spread relationships. From this analysis, appropriate
weightings among the various kinds of taxable and/or tax-exempt fixed income securities within the
portfolio are determined. Our strategies strive to outperform their respective benchmarks over the long
term.

We provide fixed income investment management services in the following strategies:
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Intermediate Income-emphasizes high credit quality fixed income securities with a duration
management overlay. This strategy strives to generate returns relative to its benchmark, the Barclays
Capital Intermediate Aggregate Bond Index. This strategy generally includes accounts that invest in
taxable fixed income securities that primarily have an intermediate maturity, between one and 10 years or
an average duration between two and five years.

Tax-Exempt Municipal-emphasizes high credit quality fixed income securities with a duration
management overlay. This strategy strives to generate returns relative to its benchmark, the Barclays
Capital Municipal Bond 1-10 Year Index. This strategy generally includes taxable accounts with target
durations between two and five years, invested primarily in tax-exempt securities with a concentration on
Maryland municipal securities.

Core Fixed Income-emphasizes high credit quality fixed income securities with a duration management
overlay. This strategy strives to generate returns relative to its benchmark, the Barclays Capital Aggregate
Bond Index. This strategy generally includes accounts with target durations between four and seven years,
invested primarily in taxable securities. Our Core Fixed Income strategy can adhere to socially
responsible guidelines and may include positions in high yield.

Limited Duratior—emphasizes high credit quality fixed income securities with a duration management
overlay. This strategy strives to generate returns relative to its benchmark, the Barclays Capital 1-5 Year
Government/Credit Index. This strategy generally includes accounts with target durations between one
and four years, invested primarily in taxable securities.

Enhanced Cashemphasizes high credit quality fixed income securities with a duration management
overlay. This strategy strives to generate returns relative to its benchmark, the Merrill Lynch 0-3 Month
T-Bill Index. This strategy generally includes accounts with target durations between zero and two years,
invested primarily in taxable securities.

Intermediate Municipal-emphasizes high credit quality securities with a duration management overlay.
This strategy strives to generate returns relative to its benchmark, a blended Merrill Lynch Municipal
Bond Index. The custom-blended Merrill Lynch Municipal Bond Index is a weighted average of the 1-3
year (20%), 3-7 year (40%), and 7-12 year (40%) Merrill Lynch Municipal Bond Indices. This blended
index is calculated monthly. This strategy generally includes taxable accounts with target durations
between two and five years, invested primarily in tax-exempt securities.

Tactical Bond—makes long and short tactical investments in fixed income instruments based on
guantitative inputs, seeking to produce positive total return in various market environments including
rising interest rates. This strategy makes use of quantitative modeling in making tactical purchase and sale
decisions. These models are designed to capture macro-movements in bond sectors, and thus securities
selected for purchase will be expected to perform similarly to the sector as a whole. The strategy will take
long positions in high-yield corporate bonds, tax-exempt municipal bonds, Treasury bonds and/or
Treasury Inflation Protected Securities (TIPS). It may also take a short position in high-yield corporate
bonds. It does not seek to track any particular benchmark or index.

BALANCED PORTFOLIOMANAGEMENT

For those clients who want to be invested in both equities and fixed income, we provide balanced
portfolio management. We also offer asset allocation advice for clients who want to pursue other
investment strategies, such as alternatives and private equity.

We also provide our clients with access to outside managers through an open architecture program. This
service provides clients greater access to a wider range of investing opportunities and asset classes,
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including international equities, emerging-markets equities, global fixed income, high-yield fixed income,
private equity, commodities, hedge funds and real estate. By combining our selective Open Architecture
initiative with our extensive in-house resources, we optimize our customized portfolio management
capabilities for clients.

Our selective Open Architecture Program provides clients with access to external investment management
capabilities. To establish the list of managers, we:
» Follow a disciplined process of research, selecting and monitoring investment managers;
» Identify strategies and managers that we believe have the potential to optimize a client’s total
portfolio;
» Are proactive in identifying, researching and executing opportunities around the globe; and
* Leverage our network to access ideas and investing opportunities. Our network includes but is not
limited to attorneys and accountants, industry connections, foundations and endowments, national
and local government officials, research universities, board directors and members, CEOs and
business owners, consultants, investment bankers, venture capital and private equity firms, and
national and local decision makers.

For clients with complex financial, investment and fiduciary circumstances, we offer strategic advisory
services whereby we supplement our asset management expertise with guidance on tax planning,
intergenerational wealth transfer (including trust and estate planning), philanthropic planning, family
business advisory, wealth structuring and more.

STRATEGIC ASSETALLOCATION

As an independent investment advisory firm, we are committed to serving our clients’ needs and goals.
For those clients who are looking for a balanced approach to their investment portfolios, we offer

strategic asset allocation. To determine the appropriate asset allocation for a client, we begin with an
analysis of each client’s financial situation. We then apply the client’s risk tolerance and investment

objectives to our proprietary “Three Bucket” approach and allocate the client’s assets into an Operating
Account, a Core Portfolio and Opportunistic Investments.

Based on the results of these assessments, we develop an investment plan for our clients. Each plan is
tailored to a client’s goals and is adjusted accordingly when the client’s circumstance changes or when
extreme markets present extraordinary risks or opportunities. For many clients, we oversee a full portfolio
of investable assets. In other scenarios, we may manage just a single asset class for a client. This may
occur because the client maintains a distinct investment philosophy as a value investor or a growth
investor, or because we complement the client’s other managers. Strategic asset allocation includes long-
term investments in a mix of financial instruments. These include but are not limited to equity securities,
fixed income securities, money market instruments, mutual funds, funds of funds and other alternative
investments.

ALTERNATIVE INVESTMENTS

Since our Open Architecture and Strategic Asset Allocation capabilities include alternative investments,
Brown Advisory has a dedicated team responsible for sourcing and managing the firm’'s alternative
investment and private equity strategies. Our alternative investment program has invested client assets
across venture capital, private equity, leveraged buyout, real estate, hedge funds and other strategies.
With respect to administration of these investments, our Private Equity Administration Group oversees
the execution of investor subscription documents, collects funds for capital calls, circulates materials
provided by fund managers, provides periodic reports on investment performance and tax information,
and manages distributions.
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While we believe that opportunistic investments, which allow for tactical and/or higher risk and
illiquidity, are important aspects of balanced portfolios, we also adhere to the belief that alternative
investment strategies must be tailored to each client's long-term goals and risk tolerance. Accordingly,
among the factors we consider in recommending alternative investment options are liquidity needs and
concerns, risk tolerance, long-term performance of private equity, hedge funds and venture capital vis-a-
vis the major market indices, cyclicality of investment cycles, attractiveness/timeliness of industries and
strategies, higher fees that typically accompany alternative investments, tax issues, alignment of interests
and the ability to enhance returns through value creation.

As we assess the merits of alternative investments, we apply our knowledge of the sectors in which we
participate. We leverage our in-house research expertise, as well as the insight of partner firms such as
CDK Investment Management in industry sectors, as well as experienced partners who participate on
endowment, university and private school investment committees with active alternative investment
programs, to identify attractive industries and markets. In addition, we will meet with the sponsors and
managers of alternative investment opportunities; conduct on-site visits and interviews; and, as
applicable, conduct portfolio reviews, financial analysis and legal diligence.

STRATEGIC ADVISORY SERVICES

We recognize that for many clients with complex financial circumstances, simply trying to maximize
return for a given level of risk is not enough. For such wealthy individuals and families, we offer
strategic advisory services whereby we supplement our asset management expertise with guidance on tax
planning, intergenerational wealth transfer, philanthropic planning, family business advisory, wealth
structuring and more. Most strategic advisors are attorneys who previously specialized in trust and estates
and in tax law, and we will work with our clients’ attorneys, accountants, executive and family members,
portfolio managers and account administrators. We will attend regular meetings, provide proactive
anticipatory advice on investment and tax issues, and coordinate activity with a client’s legal counsel,
accountants and other outside advisors. We communicate regularly with clients and continually review
their overall situations, including any business or estate planning vehicles. As we actively manage a
client’'s portfolio of individual securities, we will evaluate alongside the client whether investment
decisions are appropriate and in their best interest. At all times we will manage clients’ assets and cash
flow needs according to their investment, risk and wealth-transfer objectives. Brown Advisory charges no
additional fee for these services.

Strategic asset allocation is designed to meet a client’s return, cash flow and risk tolerance criteria. It also
takes into account other issues including: tax liability; incomel/yield requirements; real estate holdings;
business objectives; time horizon; family/generational issues; single-stock risk; family issues; and
philanthropic intentions. A client’s strategic asset allocation plan is reviewed and adjusted from time to
time and takes into account changes in a client’s financial and family circumstances. Using various
simulation models, we estimate the future value of each proposed portfolio over varying periods of time
and under various market conditions and assumptions with regard to the client’s cash flow requirements
and spending patterns. Once the optimal plan is identified for a particular client, we commit the strategic
plan to writing and agree on the objective criteria for judging its success in meeting the client's
objectives.

FINCAP

FINCAP LLC, a private investment fund, provides long and short investing and concentrates on under-
followed and inefficient areas of the market, which include companies with market capitalizations
generally less than $4 billion at the time of purchase. It will also invest opportunistically in corporate
actions, debt investments and special investments. Special investments include those that have limited
liquidity, no public market and/or an investment horizon requiring a multiyear holding period. The
portfolio may not be broadly diversified among issuers and security types.
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WINSLOW HEDGE FUND

Winslow Hedge Fund, L.P., a private investment fund, provides long and short investments in companies
that focus on green solutions and environmental sustainability. Its assets are invested in securities, other
financial instruments, and rights and options relating to such securities.

BROWNSAVANO DIRECT CAPITAL PARTNERS

BrownSavano Direct Capital Partners, L.P., a private investment fund, provides investments in private
venture-backed growth companies that are preparing to go public or are developing strategic relationships
with potential buyers. The fund also focuses on offering partial liquidity to individual shareholders,
including founders, executives, angel investors and former employees of private venture-backed growth
companies.

RISK OF LOSS

All investments in securities include a risk of loss of the principal invested amount and any profits that
have not been realized. There is a risk that clients could lose all or a portion of their investment in any of
the above-mentioned strategies. An investment in a strategy is not a deposit in a bank and is not insured
or guaranteed by the Federal Deposit Insurance Corporation or any other government agency. Financial
markets fluctuate substantially over time. As recent global and domestic economic events have indicated,
performance of any investment is not guaranteed. Although we do our best to manage and mitigate the
risks, there may be some risks that we cannot control. We cannot guarantee any level of performance or
that clients will not experience a loss in their account assets. Provided below is a description of the
different risks to which an investor may be exposed. Depending on the investment strategies employed,
different risks will be more applicable. Please note that the below risks do not purport to be a complete
explanation of all risks involved. Potential investors should read the mutual fund prospectus or private
placement memorandum in its entirety before investing in any of our mutual funds or private funds.

EQUITY AND GENERAL MARKET RISK

Each equity strategy may invest in common stock. Common stock represents an equity (ownership)
interest in a company and usually possesses voting rights and earns dividends. Dividends on common
stock are not fixed but are declared at the discretion of the issuer. Common stock generally has the
greatest appreciation and depreciation potential because increases and decreases in earnings are usually
reflected in a company’s stock price. The fundamental risk of investing in common and preferred stock is
the risk that the value of the stock might decrease. Stock values fluctuate in response to the activities of an
individual company or in response to general market and/or economic conditions. The market value of all
securities, including common and preferred stocks, is based on the market’'s perception of value and not
necessarily the book value of an issuer or other objective measures of a company’s worth. If clients invest
in an equity strategy, they should be willing to accept the risks of the stock market and should consider an
investment in the strategy only as a part of their overall investment portfolio.

VALUE COMPANY RISK

Value investing carries the risk that the market will not recognize a security’s intrinsic value for a long
time or that a stock judged to be undervalued may actually be appropriately priced. The determination
that a stock is undervalued is subjective; the market may not agree, and a stock’s price may not rise to
what we believe is its full value. If the market does not consider the stock to be undervalued, then the
value of a strategy’s holdings may decline, even if stock prices generally are rising. The value of a
strategy may also decrease in response to the activities and financial prospects of an individual company.

GROWTH COMPANY RISK
An investment in growth stocks may be susceptible to rapid price swings, especially during periods of
economic uncertainty. Growth stocks typically have little or no dividend income to cushion the effect of
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adverse market conditions and may be particularly volatile in the event of earnings disappointments or
other financial difficulties experienced by the issuer. Securities of growth companies can be more
sensitive to the company’s earnings and more volatile than the market in general.

MEDIUM CAPITALIZATION COMPANY RISK

Medium capitalization company stocks may have greater fluctuations in price than the stocks of large
companies. Further, stocks of mid-sized companies could be more difficult to liquidate during market
downturns compared to larger, more widely traded companies. Medium capitalization companies may
have limited product lines or resources and may be dependent on a particular market niche. Additionally,
securities of many medium capitalization companies are traded in the over-the-counter markets or on a
regional securities exchange, potentially making them thinly traded and less liquid and their prices more
volatile than the prices of the securities of larger companies.

SMALLER COMPANY RISK
If a strategy invests in smaller companies, an investment in that strategy may have the following
additional risks:

* Analysts and other investors typically follow these companies less actively, and therefore
information about these companies is not always readily available;

» Securities of many smaller companies are traded in the over-the-counter markets or on a regional
securities exchange, potentially making them thinly traded and less liquid and their prices more
volatile than the prices of the securities of larger companies;

* Changes in the value of smaller company stocks may not mirror the fluctuation of the general
market; and

 More limited product lines, markets and financial resources make these companies more
susceptible to economic or market setbacks.

MICRO-CAP RISK

The prices of micro-cap securities are generally more volatile and their markets are less liquid relative to
larger market capitalization securities. Therefore, strategies investing in micro-cap securities may involve
considerably more risk of loss, and their returns may differ significantly from strategies investing in larger
capitalization companies or other asset classes.

FOREIGN SECURITIESEMERGING MARKET RISK
If a strategy invests in foreign securities and ADRSs, an investment in that strategy may have the following
additional risks:

» Foreign securities may be subject to greater fluctuations in price than securities of U.S.
companies because foreign markets may be smaller and less liquid than U.S. markets;

 Changes in foreign tax laws, exchange controls, investment regulations and policies on
nationalization and expropriation as well as political instability may affect the operations of
foreign companies and the value of their securities;

» Fluctuations in currency exchange rates and currency transfer restitution may adversely affect the
value of the strategy’s investments in foreign securities, which are denominated or quoted in
currencies other than the U.S. dollar;

» Foreign securities and their issuers are not subject to the same degree of regulation as U.S. issuers
regarding information disclosure, insider trading and market manipulation;

 There may be less publicly available information on foreign companies, and foreign companies
may not be subject to uniform accounting, auditing and financial standards as are U.S.
companies;

» Foreign securities registration, custody and settlements may be subject to delays or other
operational and administrative problems;
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» Certain foreign brokerage commissions and custody fees may be higher than those in the U.S.;

» Dividends payable on foreign securities contained in a strategy’s portfolio may be subject to
foreign withholding taxes, reducing the income available for distribution; and

» Prices for stock or ADRs may fall over short or extended periods of time.

If a strategy invests in emerging markets, an investment in that strategy may have the following additional
risks:

» Information about the companies in emerging markets is not always readily available;

» Stocks of companies traded in emerging markets may be less liquid, and the prices of these stocks
may be more volatile than the prices of the stocks in more established markets;

» Greater political and economic uncertainties exist in emerging markets than in developed foreign
markets;

» The securities markets and legal systems in emerging markets may not be well developed and
may not provide the protections and advantages of the markets and systems available in more
developed countries;

* Very high inflation rates may exist in emerging markets and could negatively impact a country’s
economy and securities markets;

* Emerging markets may impose restrictions on a strategy’s ability to repatriate investment income
or capital;

» Certain emerging markets impose constraints on currency exchange, and some currencies in
emerging markets may have been devalued significantly against the U.S. dollar;

* Governments of some emerging markets exercise substantial influence over the private sector and
may own or control many companies. As such, governmental actions could have a significant
effect on economic conditions in emerging markets; and

» Emerging markets may be subject to less government supervision and regulation of business and
industry practices, stock exchanges, brokers and listed companies.

CURRENCY RISK

The value of investments in securities denominated in foreign currencies increases or decreases as the
rates of exchange between those currencies and the U.S. dollar change. Currency exchange rates can be
volatile and are affected by factors such as general economic conditions, the actions of the U.S. and
foreign governments or central banks, the imposition of currency controls and speculation.

REIT AND REAL ESTATE RISK

The value of a strategy’s investments in real estate investment trusts (“REITs”) may change in response to
changes in the real estate market. A strategy’s investments in REITs may subject it to the following
additional risks: declines in the value of real estate, changes in interest rates, lack of available mortgage
funds or other limits on obtaining capital and financing, overbuilding, extended vacancies of properties,
increases in property taxes and operating expenses, changes in zoning laws and regulations, casualty or
condemnation losses, and tax consequences of the failure of a REIT to comply with tax law requirements.
A strategy will bear a proportionate share of the REIT’s ongoing operating fees and expenses, which may
include management, operating and administrative expenses.

CONVERTIBLE SECURITIESRISK

A convertible security is a bond, debenture, note, preferred stock, right, warrant or other security that may
be converted into or exchanged for a prescribed amount of common stock or other security of the same or
a different issuer or cash within a particular period of time at a specified price or formula. A convertible
security generally entitles the holder to receive interest paid or accrued on debt securities or the dividend
paid on preferred stock until the convertible security matures or is redeemed, converted or exchanged.
Before conversion, convertible securities generally have characteristics similar to both debt and equity
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securities. Convertible securities ordinarily provide a stream of income with generally higher yields than

those of common stock of the same or similar issuers and generally rank senior to common stock in a
corporation’s capital structure but are usually subordinated to comparable nonconvertible securities.
Convertible securities generally do not participate directly in any dividend increases or decreases of the
underlying securities, although the market prices of convertible securities may be affected by any

dividend changes or other changes in the underlying securities. A strategy’s investments in convertible
securities may subject it to the risks that prevailing interest rates, issuer credit quality and any call

provisions may affect the value of the strategy’s convertible securities.

DERIVATIVES RISK

Derivatives are financial instruments that have a value which depends on, or is derived from, a reference
asset, such as one or more underlying securities, pools of securities, options, futures, indexes or
currencies. Derivatives may result in investment exposures that are greater than their cost would suggest;
in other words, a small investment in a derivative may have a large impact on a strategy’s performance.
The successful use of derivatives generally depends on the manager's ability to predict market

movements.

A strategy may use derivatives in various ways. It may use derivatives as a substitute for taking a position
in the reference asset or to gain exposure to certain asset classes; under such circumstances, the
derivatives may have economic characteristics similar to those of the reference asset, and a strategy’s
investment in the derivatives may be applied toward meeting a requirement to invest a certain percentage
of its net assets in instruments with such characteristics. A strategy may use derivatives to hedge (or
reduce) its exposure to a portfolio asset or risk. A strategy may use derivatives for leverage or to manage
cash.

Derivatives are subject to a number of risks described elsewhere in this section, such as liquidity risk,
interest rate risk, credit risk and general market risks. A strategy’s use of derivatives may entail risks
greater than, or possibly different from, such risks and other principal risks to which a strategy is exposed,
as described below. Certain of the different risks to which a strategy might be exposed due to its use of
derivatives include the following:

Counterparty risk is the risk that the other party to the derivative contract will fail to make
required payments or otherwise to comply with the terms of the contract. In the event that the
counterparty to such a derivative instrument becomes insolvent, a strategy potentially could lose
all or a large portion of its investment in the derivative instrument.

Hedging risk is the risk that derivative instruments used to hedge against an opposite position
may offset losses, but they also may offset gains.

Correlation risk is the risk that derivative instruments may be mispriced or improperly valued and
that changes in the value of the derivatives may not correlate perfectly with the underlying asset
or security.

Volatility risk is the risk that because a strategy may use some derivates that involve economic
leverage, this economic leverage will increase the volatility of the derivative instruments, as they
may increase or decrease in value more quickly than the underlying currency, security, interest
rate or other economic variable.

Credit derivatives risk is the risk associated with the use of derivatives, which is a highly
specialized activity that involves strategies and risks different from those with ordinary portfolio
security transactions. If the portfolio manager is incorrect in its forecast of default risks, market
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spreads or other applicable factors, a strategy’s investment performance would diminish
compared with what it would have been if these techniques were not used. Moreover, even if the
portfolio manager is correct in its forecast, there is a risk that a credit derivative position may
correlate imperfectly with the price of the asset or liability being hedged. A strategy’s risk of loss
in a credit derivative transaction varies with the form of the transaction.

Segregation risk is the risk associated with any requirement, which may be imposed on a strategy,
to segregate assets or enter into offsetting positions in connection with investments in derivatives.
Such segregation will not limit a strategy’s exposure to loss, and the strategy may incur
investment risk with respect to the segregated assets to the extent that, aside from the applicable
segregation requirement, the strategy would sell the segregated assets.

DEBT/FIXED INCOME SECURITIESRISK

The value of an investment in a fixed income strategy may change in response to changes in interest rates.
An increase in interest rates typically causes a fall in the value of the debt securities in which the strategy
invests. The longer the duration of a debt security, the more its value typically falls in response to an
increase in interest rates. The value of an investment in a fixed income strategy may change in response to
the credit ratings of the strategy’s portfolio of debt securities. The degree of risk for a particular security
may be reflected in its credit rating. Generally, investment risk and price volatility increase as a security’s
credit rating declines. The financial condition of an issuer of a debt security held by a strategy may cause
it to default or become unable to pay interest or principal due on the security. A strategy cannot collect
interest and principal payments on a debt security if the issuer defaults.

NON-INVESTMENT GRADE SECURITIESRISK

Securities rated below investment grade, i.e., BA or BB and lower (“junk bonds”), are subject to greater
risks of loss of money than higher-rated securities. Compared with issuers of investment grade fixed
income securities, junk bonds are more likely to encounter financial difficulties and to be materially
affected by these difficulties.

CREDIT RISK

If a strategy invests in fixed income securities, the value of the client’'s investment in the strategy may
change in response to the credit ratings of that strategy’s portfolio securities. The degree of risk for a
particular security may be reflected in its credit rating. Generally, investment risk and price volatility
increase as a security’s credit rating declines. The financial condition of an issuer of a fixed income
security held by a strategy may cause it to default or become unable to pay interest or principal due on the
security. A strategy cannot collect interest and principal payments on a fixed income security if the issuer
defaults. Investments in fixed income securities that are issued by U.S. government-sponsored entities
such as the Federal National Mortgage Association, the Federal Home Loan Mortgage Association and
the Federal Home Loan Banks involve credit risk, as they are not backed by the full faith and credit of the
U.S. government.

INTERESTRATE RISK

If a strategy invests in fixed income securities, the value of the client’'s investment in that strategy may
change in response to changes in interest rates. An increase in interest rates typically causes a fall in the
value of the securities in which a strategy invests. The longer the duration of a fixed income security, the
more its value typically falls in response to an increase in interest rates.

LIQUIDITY RISK
Certain fixed income securities held by a strategy may be difficult (or impossible) to sell at the time and

at the price the portfolio manager would like. As a result, a strategy may have to hold these securities
longer than it would like and may forego other investment opportunities. There is the possibility that a
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strategy may lose money or be prevented from realizing capital gains if it cannot sell a security at a
particular time and price.

INVESTMENT COMPANY AND ETFRISK

Investments in open-end and closed-end investment companies, including exchange traded funds
("ETFs”) (which may, in turn, invest in bonds and other financial vehicles), involve substantially the
same risks as investing directly in the instruments held by these entities. However, the investment may
involve duplication of certain fees and expenses. By investing in an investment company or ETF, the
strategy becomes a shareholder of that fund. As a result, investors in a strategy that invests in ETFs or an
open-end or closed-end investment company are indirectly subject to the fees and expenses of the
individual ETFs or funds. These fees and expenses are in addition to the fees and expenses that investors
in the strategy directly bear in connection with the strategy’s own operations. If the investment company
or ETF fails to achieve its investment objective, the strategy’s investment in the fund may adversely
affect its performance. In addition, because ETFs and many closed-end funds are listed on national stock
exchanges and are traded like stocks listed on an exchange, (1) the strategy may acquire ETF or closed-
end fund shares at a discount or premium to their NAV, and (2) the strategy may incur greater expenses
since ETFs are subject to brokerage and other trading costs. Since the value of ETF shares depends on the
demand in the market, we may not be able to liquidate the holdings at the most optimal time, adversely
affecting performance.

NON-DIVERSIFICATION RISK

If a strategy is “non-diversified,” its investments are not required to meet certain diversification
requirements under federal law. A “non-diversified” strategy is permitted to invest a greater percentage of
its assets in the securities of a single issuer than a diversified strategy. Thus, the strategy may have fewer
holdings than other strategies. As a result, a decline in the value of those investments would cause the
strategy’s overall value to decline to a greater degree than if the strategy held a more diversified portfolio.

MANAGEMENT RISK

Our strategies are actively managed, and our performance in these strategies may reflect our ability to
make decisions that are suited to achieving a strategy’s investment objective. As a result, a strategy may
not meet its investment objective based on the success or failure of the portfolio managers to implement
investment strategies and could underperform other similar strategies with comparable investment

objectives managed by other advisers.

ENVIRONMENTAL POLICY RISK

Environmental policy risk is the risk that the strategy could underperform compared to similar strategies
that do not have such a policy. The strategy may forego opportunities to buy certain securities when it
might otherwise be advantageous to do so or may sell securities for environmental reasons when it might
be otherwise disadvantageous for it to do so. The strategy also focuses on particular environmental
investment themes, which presents increased risk over a more diversified portfolio by focusing
investment choices within specific sectors that may or may not perform as well as other industry sectors.

PORTFOLIO TURNOVERRISK

High portfolio turnover involves correspondingly greater expenses to a strategy, including brokerage
commissions or dealer mark-ups and other transaction costs on the sale of securities and reinvestments in
other securities.

PRIVATE PLACEMENT RISK

Privately issued securities are restricted securities that are not publicly traded. Accordingly, the market
liquidity for specific privately issued securities may vary. Delay or difficulty in selling such securities
may result in a loss to the strategy.
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SHORT SELLING

Short selling involves selling securities that are not owned by the seller and borrowing the same securities
for delivery to the purchaser, with an obligation to replace the borrowed securities at a later date. Short
selling allows a portfolio to profit from declines in market prices to the extent that such declines exceed
the transaction costs and the costs of borrowing the securities. However, since the borrowed securities
must be replaced by purchases at market prices in order to close out the short position, any appreciation in
the price of the borrowed securities would result in a loss upon such repurchase. Purchasing securities to
close out the short position can itself cause the price of the securities to rise further, thereby exacerbating
the loss. Short-selling exposes a portfolio to unlimited risk with respect to that security due to the lack of
an upper limit on the price to which an instrument can rise.

PRIVATE FUND RISK

Private investment companies are not registered with the Securities and Exchange Commission and may
not be registered with any other regulatory authority. Accordingly, they are not subject to certain
regulatory restrictions and oversight to which other issuers are subject. There may be little public
information available about their investments and performance. Moreover, as sales of shares of private
investment companies are generally restricted to certain qualified purchasers, it could be difficult for a
client to sell its shares of a private investment company at an advantageous price and time. Since shares
of private investment companies are not publicly traded, from time to time it may be difficult to establish

a fair value for the client’s investment in these companies.
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ITEM 9 DISCIPLINARY INFORMATION

Neither Brown Advisory nor any of our supervised persons have been involved in any legal or
disciplinary events (i.e., criminal or civil action in a domestic, foreign or military court, administrative
proceeding before the SEC, any other federal regulatory agency, any state regulatory agency or self-
regulatory organization) that are material to evaluating our advisory business or the integrity of the our

management.
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ITEM 10OTHER FINANCIAL | NDUSTRY ACTIVITIES AND A FFILIATIONS

Our p