Minutes
Investment Committee Meeting

Fire and Police Pension Fund, San Antonio

Friday, December 15, 2009
Pension Office – 9:00 a.m.

Roll Call:
Mr. Moczygemba called the meeting to order at 9:34 A.M.

Committee 

Members

Present:
Lieutenant Bart Moczygemba, Fire Representative; Larry Reed, Retired Fire Representative; Justin Rodriguez, Councilman; Mary Alice Cisneros, Councilwoman                                                                                                                                                                                                   
Committee

Members

Absent:
 None                                                                                                                       
Others 

Present:
Captain Shawn Ury, Police Representative; Don Wagoner, Fire Representative; Alex Perez, Retired Police Representative; Robert Longfield, Consulting Services Group; A.C. Berry, Investment Analyst and Mr. Warren Schott, Executive Director/CIO. 

Approval of Minutes from November 17th, 2009
Mr. Reed made the motion to approve the minutes of the November 17th, 2009 Investment Committee Meetings. Motion carried unanimously.   

Hedge Fund Consultant Interviews 
· Aksia LLC – Jim Vos, CEO and Head of Research, and Brooke Paster, Fund of Funds Advisory, presented to the Committee on behalf of Aksia LLC. Aksia’s mission is to be the premier hedge fund research and advisory firm by providing quality research and hands-on advisory to augment their clients’ resources and assist with allocations to hedge funds and fund-of-funds. Aksia’s clients are large institutional investors and currently, pension funds represent the largest percentage of their client base. More than 50% of Aksia’s clients have allocations to both fund-of-funds and hedge funds.
· Cliffwater LLC – Dennis Sugino, President, Kathleen Barchick, Senior Managing Director, Daniel Stern Senior Managing Director, and Allison Ruddy, Senior Associate, presented to the Committee on behalf of Cliffwater LLC. Cliffwater LLC provides alternative investments consulting and advisory services to institutional investors including endowments, foundations, retirement systems and financial institutions. Cliffwater is one of the largest alternatives consulting firms, assisting their clients globally in their allocations to hedge funds, portable alpha, private equity, and real assets. Beyond its role in sourcing investments, conducting due diligence, gaining access for clients, and monitoring risks, Cliffwater has both the experience and analytical tools to help its clients integrate alternative investment allocations into their overall portfolio. Cliffwater is an independent firm, registered as an investment advisory firm with the SEC.  
· Albourne America LLC – John Shearman, Client Relationship Manager and Jonathan Choslovsky, Research Analyst & Partner, presented to the Committee on behalf of Albourne America, LLC. Albourne is the dominant hedge fund advisory firm in the world with clients having more than $200B US$ allocated to over 1,500 hedge funds. Roughly 60% of their clients are North American based. The firm was established in March of 1994 and employs a staff of approximately 170. Albourne’s services include: Manager Research (evaluation of underlying hedge funds), Due Diligence (initial review and on-going monitoring), Strategy Research (evaluating and forecasting strategy returns), Risk Analysis (understanding and monitoring portfolio risk), Portfolio Advisory (determining the optimal portfolio for a client), and Industry Research. 
After the final presentation, the Committee shared perspectives on the three firms and their respective products, fees, performance, etc. Staff reinforced a key fact shared by both Cliffwater and Aksia. Both are capable of advising on (direct) hedge funds and fund-of-hedge-funds investments. This is the opposite of Albourne which provides advice on (direct) hedge funds only. Albourne has no discretionary mandates nor advises on fund-of-hedge-funds investments. Additionally, the Committee discussed recent attrition at Aksia and its ability to provide advisory services. After narrowing down the finalists to two firms presenting the most attractive attributes, Mr. Rodriguez made a motion to hire Albourne America LLC as the Fund’s hedge fund consultant. Motion carried unanimously.   
Hancock Timber Resource Group
Staff informed the Committee that Hancock Timber has requested to extend the term of ForesTree IV beyond its contractual date of December 31, 2009 for a period of 30 months. While winding up the Fund this year, it seems likely that Hancock will not have liquidated all the timberland assets by year-end. Hancock anticipates that the remaining timberland assets will be liquidated during calendar year 2010. Hancock is afforded two consecutive 30 month periods with the agreement by a majority of the participating contract holders. Staff recommended an approval of the request. Mr. Reed made a motion to approve the extension request of ForesTree IV for a period of 30 months. Motion carried unanimously. The Pension Fund has a nominal $400,000 remaining exposure to the investment. 
Valley Forge Asset Management 
Staff presented the investment mandate for Valley Fore Asset Management. Valley Forge is a recent inductee to the Fund and operates as one of the Fund’s Domestic Large Cap Core managers. Valley Forge has requested the ability to hold up to 20% in cash. Staff wanted to bring the request to the attention of the Committee with a recommendation that the request be approved. Valley Forge will still be benchmarked against the S&P 500  Index regardless of what level their cash position stands at. Mr. Reed made a motion to approve Valley Forge’s investment mandate which permits up to 20% in cash. Motion carried unanimously.    
AEW Value Investors II, LP  
Staff informed the Committee that AEW Value Investors II is seeking investor approval to modify the leverage limitation contained in the Limited Partnership Agreement (LPA). As currently drafted, the LPA establishes a portfolio level limitation on leverage (aggregate leverage may not exceed 60% of the total value of the Fund’s assets) which AEW seeks to replace with an asset level limitation (leverage at the asset level may not exceed 60% of the value of the asset at the time the asset is acquired). Due to market conditions, a number of the Fund’s existing assets have leverage that presently exceeds 60% of the current market value. Value Investors II is currently in compliance with the existing portfolio level restriction due to its unfunded capital commitments (which are taken into consideration in the portfolio level leverage restriction). As new assets are acquired (absent a modification to the existing limitation), AEW feels they could be precluded from utilizing leverage at a modest level. This in turn, could have a “material impact on total returns, equity multiples and diversification”. Value Investors II presently stands at roughly 39% of committed capital called. The Committee requested more information before making a final decision on the request. Specifically, greater detail on an asset-by-asset leverage levels and how AEW plans to execute their strategy while containing leverage. Discussion on AEW’s request will be taken up at the January meeting. No action was taken. 
Northern Trust

Staff updated the Committee on the current collateral deficiency in the Northern Trust Securities Lending program.  The program originally had a deficiency of $2,063,155. Staff noted that realized losses have improved with the market and now stands at $402,402. No action was taken. 
Arnhold & S. Bleichroeder Advisors, LLC

Staff was asked to conduct additional due diligence on Arnhold Bleichroeder at the November Board meeting. Arnhold was one of the finalist interviewed at the November Investment Committee meeting. At the November Board meeting, Mr. Moczygemba requested new information which CSG provided on Arnhold and S. Bleichroeder on fees and team turnover. Team turnover was an issue. The previous lead portfolio manager left in March of 2007 and five other research analysts left in the Fall of 2007. Jean-Marie Eveilard, the creator of the product who had retired several years earlier, returned to lead the product through transition. Later in 2007 Abhay Deshpande, one of the current co-PM’s was promoted up from research to PM and then in September of 2008 Matt McLennan came over from Goldman as co-PM and Head of the Global Value Team.  Jean-Marie is still available as an Advisor to the group but is not involved in stock selection but he does participate on some of the macro outlook discussion. Of the 12 current research analysts supporting the team, only four have long tenure with the group. Staff was asked to reach out to current clients of Arnhold as a means of assessing the impact on Arnhold’s abilities to execute its strategy. Staff discussed the impact with four clients – two being with Arnhold pre-transition and two which hired Arnhold post-transition. Feedback from the clients was favorable with the exception of one client which pursued a redemption for rebalancing purposes. Robert Longfield, representing CSG, briefed the Committee on two items. First, Robert touched on Arnhold’s name change (cosmetic change only – now known as First Eagle Investment Management). Second, Robert covered the investment team and performance results attained since the transition. Following the discussion, Mr. Rodriguez made a motion to hire First Eagle Investment Management to manage a $25MM All-Country World ex-US (ACWI ex-US) mandate. Funding options will be discussed at next week’s Board meeting. 

Oppenheimer Capital

Greg Tournat, Lead Portfolio Manager, Jeff Sheran, Senior Vice President, and Clifton Wedington, Senior Vice President, presented to the Committee on behalf of Oppenheimer Capital. The group briefed the Committee on its Structured Alpha – Absolute Yield product. Oppenheimer was asked to present its product as a means of better understanding Oppenheimer’s approach to absolute returns. Oppenheimer executes a strategy similar to what was proposed by one of the Fund’s large cap managers. Early in the calendar year, SAFP asked its equity managers if they would be willing to accept an absolute return mandate. C.S. McKee responded positively and proposed a strategy similar to Oppenheimer’s Structured Alpha. Structured Alpha is a unique alpha enhancement strategy that targets a return stream with low correlation to the return of the underlying 90-day T-Bill portfolio. The strategy is a proprietary investment approach which uses equity index options in pursuit of consistent, efficient return potential. Oppenheimer’s methodology analyzes the statistical behavior of the S&P Index to develop proprietary expected probabilities of the magnitude of index movements, constructs option spreads using puts and calls on the equity indexes, and conducts rigorous analysis of the volatility surface and seeks to optimize their spread positions and profit zones. The Oppenheimer Structured Alpha has a 0%/30% management/performance fee structure. No action was taken.   
Investment Opportunity
Due to a lack of quorum, the meeting concluded at 1:49 P.M. 

Adjournment:

Mr. Moczygemba made the motion to adjourn the meeting.  

The Investment Committee adjourned at 1:49 P.M.

Approved this ____ day of _________________, 2010.





______________________________________

Bart Moczygemba, Investment Committee Chairman
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