Minutes
Investment Committee Meeting

Fire and Police Pension Fund, San Antonio

Wednesday, January 20, 2010

Pension Office – 9:00 a.m.

Roll Call:
Mr. Moczygemba called the meeting to order at 9:28 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; Harry Griffin, Police Representative; A.C. Berry, Investment Analyst and Mr. Warren Schott, Executive Director/CIO. 

Approval of Minutes from December 15th, 2009
Mr. Reed made the motion to approve the minutes of the December 15th, 2009 Investment Committee Meeting. Motion carried unanimously.   

Guidance Capital, LLC 
Chris Woodward, Principal, Toby Elliman, Principal and Laurie Posner, Director - Institutional Sales, presented to the Committee on behalf of Guidance Capital LLC. The group educated the Committee on investing in commodities in various forms to include Guidance’s approach to commodity investing in a long / short capacity.  Guidance stated that many institutional investors have added an allocation to their portfolios. Regardless of the label (given), the goal of the allocation is generally to gain exposure to an uncorrelated asset class, provide a hedge in high inflation environments, and diversify away from traditional assets (stocks and bonds). The allocation typically takes the form of an investment linked to a long-only commodity index, such as the Goldman Sachs Commodities Index (GSCI). Guidance presented their style to the Committee, a long and short approach. The objective (from Guidance’s perspective) is to increase returns and decrease volatility without giving up uncorrelation and inflation protection. After the presentation, the Committee agreed to allow CSG (at the next Committee meeting) to formally comment on the long/short style of commodity investing versus a long-only approach. CSG partnered with the Fund’s actuary (Segal) in completing the most recent Asset/ Liability Study. It proposes establishing a new ‘Real’ allocation and investing in timber, commodities, and infrastructure investments. During this presentation, quorum was achieved with the entrance of councilwoman Mary Alice Cisneros (9:28AM). No further action was taken.        
Northern Trust

Staff continued in its update on the current collateral deficiency in the Northern Trust Securities Lending program. As stated at last month’s Committee meeting, the program originally had a deficiency of $2,063,155. Staff noted that with improvements in the financial markets, realized losses have improved and now stands at $402,402. At the previous meeting, the Committee requested greater details on the losses to include the number of securities, average maturity, investment ratings, etc. In the January meeting, staff presented a spreadsheet breaking down the unrealized losses on a security-by-security basis (as of December 31, 2009). Staff reminded the Committee that losses were unrealized and have strengthened with improvements in the financial markets. No further action was taken. 
AEW Value Investors II, LP
Staff informed the Committee that AEW Value Investors II has revised its request since last month’s meeting. At that meeting, staff covered AEW’s current request to modify the leverage limitation contained in the Limited Partnership Agreement (LPA). Currently, 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 initially sought 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). AEW withdrew their original request and has since resubmitted an amendment which permits a portfolio leverage limitation of 70%. AEW felt the revised leverage restriction “is both responsive to comments received from investors and is consistent with the originally contemplated approach to leverage established at the inception of the Fund”. The Committee discussed the pros and cons to the AEW’s revised request and Mr. Reed made a motion to amend the Limited Partnership Agreement. The motion carried unanimously.       
Investment Opportunity
The Committee discussed the following items: 
· CapitalSpring LLC - presented at the last meeting but due to a lack of quorum, could not yield a discussion. Staff briefed the Committee on the amount the Fund should consider committing for fiscal year 2010, in addition to cash flow data presented to the Pension Fund on Franchise Capital Partners II (FCP II). CapitalSpring LLC is raising capital for their new fund (FCP III), which seeks to raise $200MM. FCP II was a $25MM fund which also invested capital in outstanding operators/franchisees working under strong franchised brands. Staff informed the Committee that FCP III is targeting February 28, 2010 for a final close (possibly March 31, 2010). FCP III invests in a diversified portfolio seeking to provide its investors with high cash yields (exceeding 15%), capital gains, and non-correlated returns. FCP sees a large investment opportunity set with no organized source of equity capital. The investment, which invests solely in franchise businesses, presents a unique opportunity in a relatively un- tapped market. Mr. Reed made a motion to invest $10MM in the Franchise Capital Partners Fund III. The motion came with the provision that further information be sought with regard to (historical) cash flows realized in Fund II and a site visit. The Fund is already scheduled to conduct a site visit in New York with a firm recently awarded a Core International Equity mandate. A report will be provided at the next Committee meeting. Motion carried unanimously.

· Oppenheimer Capital – Oppenheimer presented at the December meeting and staff gauged interest in the Structured Alpha product. 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. The Committee agreed to allow Albourne America to evaluate the fund since Albourne was recently nominated to serve as the Fund’s Hedge Fund consultant. The Committee agreed that Structured Alpha is designed similar to hedge funds and should be evaluated as such. No further action was taken.

· AEW Partners VI – Staff informed the Committee that AEW has a new opportunistic real estate fund coming to market. This will be AEW’s sixth opportunistic/high return real estate fund. The Pension Fund has already committed capital in Partners V. Staff discussed an opinion submitted from the Townsend Group on AEW Partners V and  results achieved since inception. The opinion evaluated AEW Partners V in the same  context as all opportunistic real estate funds in the same vintage year. After discussing the opinion, the Committee consensus was to not commit to Partners VI while continuing to monitor Partners V. No further action was taken.
Adjournment:

Mr. Moczygemba made the motion to adjourn the meeting.  

The Investment Committee adjourned at 11:14 A.M.

Approved this ____ day of _________________, 2010.





______________________________________

Bart Moczygemba, Investment Committee Chairman
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