Minutes
Investment Committee Meeting

Fire and Police Pension Fund, San Antonio

Friday, November 17, 2009
Pension Office – 9:00 a.m.

Roll Call:
Mr. Moczygemba called the meeting to order at 9:00 A.M.

Committee 

Members

Present:
Lieutenant Bart Moczygemba, Fire Representative; Captain Shawn Ury, Police Representative                                                                                                                                                                                                     
Committee

Members

Absent:
 Justin Rodriguez, Councilman                                                                                                                       
Others 

Present:
Don Wagoner, Fire Representative; Larry Reed, Retired Fire Representative; A.C. Berry, Investment Analyst and Mr. Warren Schott, Executive Director/CIO. 

Approval of Minutes from October 12th, 15th, and 16th, 2009
Mr. Ury made the motion to approve the minutes of the October 12th, 15th, and 16th, 2009 Investment Committee Meetings. Motion carried unanimously.   

International Equity interviews 
· Arnhold & S. Bleichroeder Advisors – Greg Cassano, Client Services, and Matthew McLennan, Portfolio Manager, presented to the Committee on behalf of Arnhold & S. Bleichroeder Advisors. Arnhold is value investor which adheres to the teachings of Benjamin Graham and Warren Buffett. Arnhold believes there is a persistent market failure to recognize a company’s intrinsic value and attempts to exploit this failure through a bottom-up and fundamental investment approach. The team emphasizes value criteria in order to identify companies realizing substantial profits and trading at what Arnhold believes are discounts to their intrinsic value. 
· EARNEST Partners – Paul Viera, CEO and Patmon Malcom, Director, presented to the Committee on behalf of EARNEST Partners. EARNEST’s investment objective is to outperform the benchmark while controlling volatility and risk. EARNEST Partners implements a philosophy using a screen developed in-house called Return Pattern Recognition®, thorough fundamental analysis, and risk management that minimizes the likelihood of meaningfully underperforming the benchmark. 
· Research Affiliates, LLC – David Hennessy, Client Services and Robert Arnott, Chairman and Founder, presented to the Committee on behalf of Research Affiliates, LLC. Research Affiliates offers Fundamental Indexes and a suite of RAFI Enhanced products to address a structural flaw present in many market capitalization (cap) weighted indexed portfolios. The RAFI approach creates an index that reflects a company’s economic footprint using fundamental measures of size. The footprint considers a company’s sales, cash flow, gross dividends paid, and book value versus a cap weighted approach. By weighting securities on fundamental metrics of company size (vs. cap weighted emphasis), RAFI is able to randomize weighting errors and eliminate the linkage between portfolio weight and any over- or under- valuation.

· Wentworth, Hauser and Violich – Richard Hirayama, Managing Member, and Miriam Ballert, Business Development, presented to the Committee on behalf of Wentworth, Hauser and Violich. Wentworth’s strategy is based on the conviction that superior investment performance depends primarily on investing in the most attractive global economic sectors. Wentworth utilizes a five-step top-down sector allocation investment process of primarily large capitalized international equity growth stocks that are expected to generate long-term capital appreciation. 
After the final presentation, the Committee shared perspectives on the four firms and their respective products, fees, performance, etc. Additionally, CSG shared their insight on how each manager would add value to the Fund’s international equity allocation. After narrowing down the finalists to two firms presenting the most attractive attributes, Mr. Moczygemba made a motion that the Board consider Research Affiliates and/or Arnhold & S. Bleichroeder Advisors for the international equity core allocation. Motion carried unanimously.   
Benchmark Plus Institutional Partners LLC

Staff informed the Committee that Benchmark Plus has presented its Fund-of-Hedge Fund (FOHF) investors with a new fee structure. Benchmark is introducing a new fee structure as a means of aligning the interest of its investors with what Benchmark sees as above-average investment opportunities. Benchmark feels these opportunities should present themselves over the next 3 years. As such, Benchmark seeks an alignment of interests from its investors by offering a reduced incentive fee and a higher hurdle rate for agreeing to a 3-year lockup. SAFP is invested in Benchmark’s Institutional Partners Offshore fund which has a 1% management fee and 15% incentive fee over 3-month Treasuries (3mT). After a discussing the offer, the Committee opted to stay with the current fee structure. With the Hedge Fund Consultant RFP process nearing an end, accepting a three year lock-up did not seem prudent. No action was taken. 
Consulting Services Group 
Robert Longfield and Adam Patterson presented before the Committee on behalf of Consulting Services Group (CSG). CSG began the presentation with (Fund) performance measurement. CSG briefed the Committee on the Fund’s performance during its fourth quarter of the fiscal year (FY Q4-09) / third quarter of the calendar year (CY Q3-09). During that period, the Fund achieved an 8.6% return. Markets continued to show improvement off their already-low valuations attained during the fourth quarter of calendar year 2008. The quarter’s positive 8.6% return mirrored the prior quarter’s return. Equities realized a return of 16.7% with the Fund’s international equities leading the way. International and domestic equities showed a positive return of 21.1% and 14.3%, respectively. The Fund’s fixed income allocation also improved from last quarter’s performance (+9.1%) by realizing a positive 9.6% return. Following equities and fixed income were the Fund’s Hedge Fund and Private Equity allocations with returns of 6.6% and 7.7%, respectively. Mr. Moczygemba made a motion to harvest $3MM from Declaration Management & Research LLC. Declaration was an alpha generating investment in the Fund’s portable alpha strategy. Since the Fund no longer has a portable alpha strategy, the Committee continues to harvest free cash as it becomes available. Motion carried unanimously. Additionally, Mr. Moczygemba made a motion to place Commonwealth Advisors on Watchlist status. Commonwealth is in the Fund’s fixed income allocation and was incorporated into the portfolio to capture attractive returns in the mortgage markets. Commonwealth has not been able to execute its strategy in a fashion as it initially presented to the Fund. Motion carried unanimously. At the close of the discussion, Mr. Ury requested that CSG continue to forward to the Fund any matters which may present a conflict in CSG’s ability to serve as the Fund general consultant. Mr. Longfield stated that CSG automatically forwards any updates regarding the firm and ADVs are always accessible on their website. Additionally, he provided the Committee with an update on the investigation involving New York Common Retirement Fund (NYCRF). Information on progress of the investigation of the New York Attorney General is slow to be released. 
Hedge Fund Consultant Search  
The Committee reviewed a long list of respondents to the Fund’s Hedge Fund Consultant Request for Proposal (RFP). Staff produced a condensed report illustrating all firms which responded, years operating as a hedge fund consultant, clients, staffing, regulatory action or investigation involving the firm, etc. The RFP, which was broadcasted in the Pension & Investments (P&I) publication, drew 12 responses for consideration. The Committee consensus was to align itself with a ‘specialized’ consulting firm possessing the skills necessary to accomplish the Fund’s long-term goals and strategic direction. After a brief discussion in which each trustee shared their takeaways on various firms, Mr. Ury made a motion to interview Aksia LLC, Cliffwater LLC, and the Albourne America LLC. Motion carried unanimously. Each firm specializes in the alternative arena, some solely in hedge funds (Fund-of-Hedge Funds and directs). 

Adjournment:

Mr. Moczygemba made the motion to adjourn the meeting.  

The Investment Committee adjourned at 2:06 P.M.

Approved this ____ day of _________________, 2009.





______________________________________

Bart Moczygemba, Investment Committee Chairman
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