Minutes
Investment Committee Meeting

Fire and Police Pension Fund, San Antonio

Wednesday, June 23, 2010

Pension Office – 8:00 a.m.

Roll Call:
Mr. Moczygemba called the meeting to order at 8:05 A.M.

Committee 

Members

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

Members

Absent:
 None                                                                                                                       
Others 

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

Approval of Minutes from May 12th, 2010
Mr. Reed made the motion to approve the minutes of the May 12th, 2010 Investment Committee Meeting. Motion carried unanimously.   

Securities Litigation Firm Interviews
· Berman DeValerio – Richard Lorant and Jeffrey Block presented to the Committee on behalf of Berman DeValerio. With 39 lawyers in Massachusetts, California, and Florida, Berman DeValerio is one of the nation’s top providers of securities litigation services to public pension funds. Founded in 1982, Berman DeValerio has prosecuted hundreds of shareholder lawsuits, recovered billions of dollars for its clients and the investors they represented.
· Labaton Sucharow – Melissa Hutts and Eric Belfi, presented to the Committee on behalf of Labaton Sucharow. For over 45 years, Labaton Sucharow has championed shareholder rights in the public policy arena and in the trenches of complex litigation. From portfolio monitoring and initial case evaluation to final settlement recommendations, Labaton develops comprehensive strategies to meet the unique needs and objectives of each client. 
· Trujillo Rodriguez & Richards – Pedro Ramos presented to the Committee on behalf of Trujillo Rodriguez & Richards, LLC. Formed in 1977, Trujillo is an AV rated law firm, practicing in the area of complex litigation, with an emphasis on commercial, antitrust, securities, consumer matters as well as government relations.
After each firm presented, the Committee discussed the merits of adding another securities litigation firm. Following the discussion, Mr. Reed made a motion to enlist the services of Berman DeValerio. The firm will monitor the portfolio at no cost to the Pension Fund. Motion carried unanimously. 
Investment Opportunities 
· Medley Capital LLC – Brook Taube, Andrew Fentress, and Seth Taube presented to the Committee on behalf of Medley Capital. The group briefed the Committee on the Medley Opportunity Fund II, LP. Opportunity Fund II, LP is a private debt fund targeting $10 - $50MM secured financing investments while utilizing no leverage. The Fund seeks equity-like returns with the risk profile of secured debt. The group was quick to point out that with the exit of banks from the lending space, there exists historically tight liquidity conditions. This presents the opportunity to achieve equity-like returns by taking secured positions against high-quality assets and enterprises. Staff agreed with the deficiency in liquidity in the small- to middle-market lending space and discussed a recent introduction by another firm in the same space. The Committee agreed to discuss investment opportunities in the senior secured lending space at the next meeting.  
· InCube Ventures II, LP – Mike Taylor presented to the Committee on behalf of Pacific Corporate Group (PCG). At the prior meeting, Mr. Reed made a motion to hire PCG to conduct a due diligence report of InCube Ventures II. PCG presented its due diligence report, a 36 page summary of InCube Ventures, InCube Labs Texas, and Mir Imran to include management, InCube Ventures II strategy, track record, institutional investors,  reference calls made, litigation, and attributes & issues (strengths & weaknesses) on each item noted above. After an in-depth discussion on the due diligence report, the Committee agreed to discuss InCube Ventures II at the June Board meeting. No further action was taken. 
· GoldenTree AM Distressed Debt Fund – Staff presented a snapshot of the Fund’s exposure of distressed investments to the Committee. At the prior meeting, the Fund’s general consultant (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. GoldenTree is one of the Fund’s two High Yield managers. After discussing GoldenTree’s recent first close and next ‘target’ close date, the Committee took no action.   
· Siguler Guff BRIC Opportunities Fund III, LP – Staff mentioned that Siguler Guff is coming out with its latest BRIC Opportunities Fund. The Pension Fund has current commitments with Siguler Guff’s BRIC I and BRIC II funds. Staff noted that at the prior meeting, CSG stated that Fund has approximately 12% exposure to emerging markets. This exposure is comprised of both debt and equities and does not include the Fund’s commitments in Siguler Guff BRIC I and BRIC II. The Committee agreed that the Fund has sufficient exposure to emerging markets. No further action was taken. 
Albourne America LLC
Staff briefed the Committee on a suit involving the Pension Fund’s Hedge Fund consultant, Albourne America LLC. Staff noted that the initial suit filed against two former employees of Aksia LLC was later modified to add in Albourne America LLC and several of its partners. The suit between Aksia and Albourne was recently settled under a confidential agreement (“Discontinuance with Prejudice”). Staff discussed the settlement and provided the Committee with legal counsel’s opinion on the matter. The consensus was to have legal comment on the suit at the June Board meeting. No further action was taken. 
Limited Partnership Agreement modification
· Legacy Partners Realty Fund III – Staff discussed Legacy Partner’s Modification under Consideration to the Committee. Specifically, Legacy’s Modification addresses LPs who seek relief from their outstanding funding commitments. Staff presented the Modification and noted that should any LP “opt out” or seek to reduce their pro-rata share of their funding commitment, the consequences are quite ‘punitive’. Punitive, with regard to future distributions from the fund. A combination of the Pension Fund having no immediate liquidity concerns and the punitive nature of the Modification resulted in little interest from the Committee. After a brief discussion on the Modification, Mr. Reed made a motion to remain a continuing investor and not “opt out”.  Motion carried unanimously.   
· Invesco Real Estate Fund II (IREF II)– Staff discussed a formal request submitted to the LPs which seeks to extend the investment period (currently ending on June 30, 2011) by one year to June 30, 2012. IREF II is approximately 39% drawn and feels “the pipeline of quality, value-added investment opportunities is just emerging”. After a brief discussion on Invesco’s executions and results to-date for both IREF I & IREF II, Mr. Reed made a motion to decline the proposal to extend the investment period. Motion carried unanimously. 
· Apollo Investment Fund IV – Staff presented a proposal from Apollo Advisors IV, LP seeking consent of the LPs of the Fund to amend the agreement to extend its term through the completion of the winding up of the Fund. The Fund is currently operating under a 2-year extension granted in June 2008 ending this month. Apollo believes it is in the best interests of the Fund for the manager to continue to manage and advise the Fund as it is currently doing through the completion of the winding up of the Fund. Staff recommended approval of the request as it is the more prudent of the two options. In support of this, staff briefed the Committee on the proposed fee structure during the wind down phase. Specifically, while the Partnership Agreement provides for payment of management fees until the winding up is completed, Apollo will not be assessing any future management fees for the Fund. Accordingly, Mr. Reed made a motion to approve the amendment to extend the term through completion of the winding up of the Fund. Motion carried unanimously.    
Commodities / Infrastructure allocation

With regard to the final piece of the Asset / Liability Study, staff added commodities to the agenda per consensus of the prior Investment Committee meeting. With regard to the search for an active, long/short commodities manager, the Committee opted to postpone discussion on the search indefinitely.   

Invient SA LLC
Staff presented the quarterly report on the Fund’s investment in the Invient / San Antonio Fire & Police Fund, LP. Invient was nominated at the October 2009 Committee meeting to assume the role of General Partner, formerly held by Aldus Capital, LLC. The report provided a snapshot of the private equity commitments for the first quarter of 2010 (Q1-10). No further action was taken. 
Rebalancing 
Staff briefed the Committee that Declaration Management & Research successfully liquidated all remaining securities held in the enhanced cash allocation. The Fund has been harvesting cash flows (depending on availability) to the Pension Fund’s cash account.  Mr. Reed made a motion to rebalance all remaining cash from Declaration Management & Research to the Pension Fund’s cash account. Declaration is an enhanced cash manager which the Committee agreed to harvest (re-deploy) cash flows once available. Motion carried unanimously.        
Adjournment:

Mr. Reed made the motion to adjourn the meeting.  

The Investment Committee adjourned at 1:13 P.M.

Approved this ____ day of _________________, 2010.





______________________________________

Bart Moczygemba, Investment Committee Chairman
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