Minutes
Investment Committee Meeting

Fire and Police Pension Fund, San Antonio

Wednesday, July 21, 2010

Pension Office – 9:00 a.m.

Roll Call:
Mr. Moczygemba called the meeting to order at 9:03 A.M.

Committee 

Members

Present:
Lieutenant Bart Moczygemba, Fire Representative; Don Wagoner, Fire Representative; Mary Alice Cisneros, Councilwoman; Shawn Ury, Police Representative                                                                                                                                                                                                    
Committee

Members

Absent:
 None                                                                                                                       
Others 

Present:
Robert Longfield, CSG, A.C. Berry, Investment Analyst and Mr. Warren Schott, Executive Director/CIO. 

Approval of Minutes from June 23rd, 2010
Mr. Wagoner made the motion to approve the minutes of the June 23rd, 2010 Investment Committee Meeting. Motion carried unanimously.   

Infrastructure Search
Robert Longfield presented to the Committee on the behalf of CSG. At the May meeting, the Committee approved the criteria to initiate the search for an infrastructure manager. Robert began the presentation by covering each aspect of the criteria approved at the May meeting towards reducing the field of 159 investment opportunities down to twelve. Of the twelve that met the criteria, CSG screened the list by reviewing each fund strategy, terms, and investment team. This resulted in a long list of eight firms having a product meeting the Fund’s investment criteria and warranting consideration. The Committee next covered a broad spectrum of facts relating to each of the various managers/firms. Following the discussion, Mr. Moczygemba made a motion to interview JP Morgan Chase & Co., Kohlberg, Kravis Roberts & Co. (KKR), Highstar Capital, and Yucaipa America Alpha Asset Partners Fund. The motion carried by a vote of three to one. Mr. Ury was opposed to interviewing four firms. 
Strategic Planning 
· Fixed Income allocation - Staff initiated the discussion by presenting a snapshot of the Pension Fund’s high yield allocation to the Committee. Staff noted that high yield spreads (over Treasuries) have come down significantly since April of 2009. Presently, the JP Morgan High Yield Index stood at approximately 600 basis points (bps) over Treasuries, while back in April of 2009 was approximately 1600 bps over Treasuries. CSG stated they are more comfortable with high yield’s ability to achieve returns of 7.5% more so than equity’s ability. At the prior meeting, CSG stated if the Pension Fund had less than 5% total exposure to distressed investments, consideration could be given to GoldenTree’s Distressed Debt Fund. CSG stated that the distressed offering possesses attractive terms (fee structure and duration) and the team has realized positive results in the distressed space. At this meeting, Robert stated that he is comfortable with allocations up to 7% - 8% in the distressed space. Additionally, GoldenTree’s Distressed Debt Fund has surfaced in distressed searches with such names as Conquest, Courage Capital, and Capital Point. After a brief conversation on the Fund’s existing exposure to high yield, Mr. Moczygemba made a motion to commit $30MM to GoldenTree’s Distressed Debt Fund. Proceeds will come from the Pension Fund’s investment in GoldenTree’s High Yield Value Fund. Motion carried unanimously.   
· Real Estate allocation – Staff began off the discussion by paraphrasing The  Townsend Group’s recommendation on SAFP’s Core Real Estate allocation. Townsend recommended rebalancing towards top performing/quartile Core funds which would be the “beta” provider in the Core allocation. Thereafter commit a portion of the Core real estate allocation to alternative Core Funds, which may be tactical in nature. Committee consensus was uncomfortable with the restructuring recommendation, especially in lieu of present-day queues in the Core space. After a brief discussion on the recommendation, the Committee chose instead to explore early stage Core Real Estate funds. As such, Mr. Wagoner made a motion to initiate a $30MM search. Motion carried unanimously. 
Valley Forge Asset Management
Michael Bennett, Vice President, Rene Nunez, Client Service, and James Gibson, Chief Investment Officer presented to the Committee on behalf of Valley Forge Asset Management (VFAM). Valley Forge oversees a large cap core mandate seeded July 31, 2009. Valley Forge was asked to present before the Committee given their underperformance (relative to their benchmark) since inception. VFAM briefed the Committee on its investment process. Specifically, their top-down approach based on macro- and microeconomic analysis, comprehensive sector and industry analysis, bottom up stock analysis, and VFAM’s in-depth fundamental and technical analysis used to identify companies with leading and above-average earnings. VFAM’s improvement in performance (net) calendar year-to-date (+218 bps) has reduced their underperformance since-inception to -234 bps. No further action was taken. 
Senior Secured Loan Lending
At the prior meeting, the Committee consensus was to address the item at the July meeting. As such, the Committee discussed the investment merits of the space and whether to consider pursuing a search. Staff reiterated its opinion from the prior meeting by pointing out deficiencies for liquidity in the small- to middle-market lending space. Staff felt that cash yields realized by managers in the space are attractive and justify pursuing the opportunity further. After an open exchange on the senior secured lending space, Mr. Wagoner made a motion to begin a $10MM search for Senior Secured Loans.         
Motion carried unanimously.      
Adjournment:

Mr. Wagoner made the motion to adjourn the meeting.  

The Investment Committee adjourned at 11:55 A.M.

Approved this ____ day of _________________, 2010.





______________________________________

Bart Moczygemba, Investment Committee Chairman
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