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POLICE & FIRE PENSION INVESTMENT BOARD 

 

August 11, 2016  

 

Summary Minutes 

The information in these meeting minutes is intended to assist Police and Fire Pension members in 

understanding the activities of the Investment Board. The information is not intended to provide 

investment or financial advice to any individual or organization and should not be relied upon for that 

purpose.  While we attempt to keep the content accurate we cannot guarantee that all information is 

current, accurate or complete. 

 

Members present: Doug McDaniel – Human Resources Director (Board Chairman)  

   Steve Hubka – Finance Director 

Becky Ferguson – Mayoral/Council Appointment 

Matt Franken – Police Electee 

Guy Pinkman – Fire Electee 

Eric Augustin – Fire Electee 

 

Members Absent: Gerry Finnegan – Mayoral/Council  Appointment  

Mark Westphalen – Mayoral/Council  Appointment 

Steve Niemeyer – Police Electee  

 

A quorum is any five Board members.  

  

Human Resources 

Staff:   Paul Lutomski – Police and Fire Pension Officer 

 

Others present:  Dale Connors, CFA  – Ellwood Associates  

   Andrew C. Fiegel, CFA, CAIA  – Ellwood Associates     

 

Unless otherwise noted, meeting materials were provided to Investment Board members in electronic 

format, or printed format, a few days preceding the meeting for their advance consideration.   Printed 

copies of the materials were provided at the time of the meeting. 

 

Documents: 

Ellwood Quarterly Investment Analysis June 30, 2016   

Ellwood Monthly Performance July 31, 2016 (Provided at the meeting) 

Minutes of February 11, 2016 meeting  

Minutes of April 12, 2016 meeting  

Minutes of May 12, 2016 meeting  

Money Market Reform document 

Private Equity Venture Capital Manager Review 

Principal Real Estate Debt Fund II 
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Doug McDaniel calls the meeting to order at 2 pm.   

 

The Board welcomes new member Eric Augustin and each person in attendance introduces themselves. 

 

Doug McDaniel asks for a motion to approve the minutes.  

 

Guy Pinkman moves to approve the February, April and May minutes without edits. 

 

Doug McDaniel calls for discussion, there being none, calls for a vote and all members vote in favor. 

 

Doug McDaniel provides an update.  He states a recent Citizen Committee recommended the 13
th

 Check 

Fund be merged with the base pension fund.  This was completed and now the 13
th

 Check payment is a 

regular benefit.  The merger increased the actuarially assumed rate of return from 6.4% to 7.5% and  

added excess funding from the 13
th

 Check Fund, thereby improving the funding ratio of the base pension 

from 64% to 80% and decreasing the Unfunded Accrued Liability from $103 million to $51 million. 

 

Doug McDaniel asks Paul Lutomski to address the next agenda item. 

 

Paul D. Lutomski explains that a new set of Money Market rules will take effect October 1, 2016.  The 

changes are intended to improve the resiliency of MMFs during times of market stress and volatility. The 

key changes communicated by US Bank to the pension were that funds not backed by US government 

securities will:  

 

• Will have a “floating” Net Asset Value (NAV) out to the fourth decimal place. 

• May have a Redemption Gate, per the fund’s board, to define a period of decreased liquidity 

levels in a fund.  

• May have a Redemption Fee, per the fund’s board, up to 2% during the Redemption Gate period. 

 

The P&F Pension currently uses a non-government fund. The City Treasurer uses First American 

Government Obligations Fund Class Y.  Given the average balance and expected return differential, a 

government fund will earn approximately $200 less annually.  Plan administration would like the 

Investment Board to select a government fund to avoid the possibility of a Redemption Fee. 

 

Becky Ferguson moves to change the pension’s money market fund to the First American Government 

Obligations Fund Class Y. 

 

Steve Hubka seconds the motion. 

 

Doug McDaniel calls for a vote and all members vote in favor. 

 

Doug McDaniel asks Guy Pinkman to address the next agenda item. 

 

Guy Pinkman presents regarding the SALT Conference he attended May 2016.  Many knowledgeable, 

well known and respected speakers shared their comments and insights on the financial markets.  

Comments included the growing influence the media has upon the market.  Brexit’s impact was a short 

term drop followed by a good recovery with the impact mostly isolated to the UK financial industry and 

financial industry real estate.  The UK Brexit vote was just to leave the EU so many negotiations are 
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expected over the next two years before the exit actually occurs, if it does occur.  Finally, the consensus 

was that inflation is not a current concern.  

 

Doug McDaniel asks Matt Franken to address the next agenda item. 

 

Matt Franken presents regarding the Opal Financial Public Funds East Summit he attended July 2016.  He 

shared the funding status and problems of other pensions.  He stated a public funds movement to invest 

less in hedge funds due to poor recent performance.  He explained the idea of a pension obligation bond 

and states that other funds, such as Boca Raton, Florida,  have used or are considering them.  The 

sponsoring City would issue a general obligation bond with a fixed coupon interest rate.   The City places 

the bond proceeds in the pension to improve pension funding, with the expectation that the return on 

the bond proceeds exceeds the coupon payment thereby lowering the ultimate tax burden.    

 

Doug McDaniel asks Dale Connors and Andrew Fiegel to address the next agenda items.  Dale introduces 

Andrew as his new co-consultant.  Andrew presents the 2Q2016 Performance report and Dale presents 

the July preliminary update.  Andrew presents the Private Equity (Venture Capital) Manager Review.  His 

presentation includes aa general explanation of the benefits of private equity to a portfolio, an 

explanation of vintage year diversification and the 60/40 split between private equity buyout and 

venture capital.   The $4.5 million already committed to PE buyout means $2.8 million is recommended 

to venture capital.  Specifics of the Weathergate venture capital investment, detailed the document, are 

reviewed.  

 

The Board asks questions including returns, fees and due diligence done on key investment personnel 

and operations.  

 

Guy Pinkman makes a motion to purchase $2.8 million of Weathergate Fund IV. 

 

Matt Franken seconds the motion. 

 

More discussion occurs on the performance of the past three funds and expected holding period. 

 

Doug McDaniel calls for a vote and all members vote in favor. 

 

Dale Connors explains in the May 2016 meeting the Board voted to increase the real estate allocation 

from 15% to 20%,  ($10 million addition), that PRISA III  is not accepting additional capital. Therefore, 

Ellwood is recommending to invest $2.5 million that would have been invested in PRISA III, plus the $7 

million that would have been added to the core equity real estate investment, to a new real estate 

mezzanine real estate investment, the Principal Real Estate Debt Fund II.  Dale reviews the Principal Real 

Estate Debt Fund II recommendation and presentation booklet.   

 

Guy Pinkman makes a motion to invest $10 million with the Principal Real Estate Debt Fund II. 

 

Steve Hubka seconds the motion.  

 

Doug McDaniel offers discussion. 
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The Board asks questions on mezzanine lending in general and specific questions regarding the Principal 

Fund.  Dale answers and includes an explanation of a market funding gap between long and short term 

lending that currently is favorable toward the operation of mezzanine lending.  The holding period is 

expected to be 7 years with expected return of 7-9%.  

 

Doug McDaniel calls for a vote and all members vote in favor. 

 

Doug McDaniel asks Dale Connors to address the next agenda item.   

 

Dale Connors explains in the April 2016 meeting a fixed Income evaluation was presented and a fixed 

income recommendation which included the sale of Templeton was approved, but the sale was not 

implemented because the JP Morgan Core Bond Fund was not held in the portfolio until recently.  He 

states Templeton Global Bond Fund (approx. $11.9M) shall now be sold and $10 million of the proceeds 

invested in the J.P. Morgan Core Bond Fund and the remainder invested in the Vanguard Total Stock 

Market Index Fund.   He explains the JPMCBF will then be drawn down to provide the funds to invest in 

the Principal Real Estate Debt Fund II.   

 

The Templeton Global Bond invests primarily in sovereign debt, like Treasury bonds of non-US 

countries.  It does not invest in US bonds.  Often sovereign debt is not AAA grade, like US 

Treasury debt.  

 

Doug McDaniel offers discussion.  There being none he adjourns the meeting. 

 

 

 


