Milwaukee County Employees’ Retirement System (ERS)

Investment Committee Meeting

                                                             MINUTES 

           Members:    Sarah Peck                   Dean Roepke        
                                Linda Bedford              Marilyn Mayr
1.  Call to Order:

         Chairman Sarah Peck called the meeting to order at 2:43pm,on 2-7-09, in Room  

         203-P of the Milwaukee County Courthouse, 901 N. 9th St., Milwaukee, WI. 53233.
2.  Roll Call:


 Members Present:    Members Excused                   Others Present                            

           Sarah Peck                 Dean Roepke          Gerry Schroeder    Sara Trachte                  

           Linda Bedford                                            Mark Grady        Kristin Finney-Cook                              

           Marilyn Mayr                                             Michael Bray      

      3.Topic: Michael Bray’s (Wells Capital) Presentation on Liability Driven  

                     Investment (LDI).

                     An overview of LDI was presented to the committee. LDI is a concept for Plan              Sponsors. The Pension Protection Act of 2006 defined targets for DB plans. FASB 158 requires reporting of liability and assets on a balance sheet. FASB II (2008-2009) requires a pension cost on an Income Statement. Implications relate to deficits being reduced, rethinking plans and affecting financial statements. Mismatch Formula is the difference between assets and plan obligations.

                     LDI is a multi-step approach to managing a plan. It is used to maximize long-term returns and minimize status volatility. Components include: actuarial study, risk budgeting and asset allocation consideration.

                     Public plans are now exploring LDI. The UK began, on a poor foundation, with LDI in 1995. Inflation protected securities. They are not the best example of how to implement LDI. Long-term bonds follow the basic rule of increasing in value, as inflation goes down and decreases as inflation goes up. Long-term bonds have averaged 5.42% over a 10-year period. As of 1-31-08, a 4.44% has been recorded.

                     After the presentation, Mercer commented on the facts presented. Kristin indicated that a lot of research would be needed. Mercer also does LDI. They could do a presentation to the Investment Committee or the full Board, at some point in time. Mercer also does Risk Budgeting for us right now.

3. Topic:  Sudan Divestment: General Discussion.
It was pointed out that its ambiguous what affect that the Sudan divestment movement has had on decreasing genocidal activity by the Sudanese government. The basic idea is to impact change, with both political and economic pressure. Targeted divestments usually look at companies that either purchase from the government or sell supplies for the military. Fifteen (15) states currently do targeted divestments.
               Most of the divestment by public pension plans have been enacted through state legislature.  The question remains whether the Board wants to take a voluntary step in the direction of adopting socially responsible guidelines in such a way that that does not impact the fund, nor reduce our return. 

               Beyond the Darfur issue, the committee discussed whether public plans must make investments in companies that respect human rights and whether the Milwaukee County Pension Board should have such a policy. The Board would need to do a lot of research into this area, as well as establishing a policy statement. That statement would need to establish specific guidelines for determining which investments followed the policy statement.  These guidelines should not take away from the Boards basic fiduciary responsibilities. Ultimately, the board will need to discuss this topic with Legal Counsel.

               Mercer (Kristin) indicated that several plans have joined forces in research and pursuing possible involvements. The U.S. approved the Sudan Investment Act. Another approach is engagement. Mercer is always available to do a presentation on this topic, with either the Investment Committee, the Board, or both. Materials are available. Perhaps a presentation can be scheduled in April.

4. Topic:  Due Diligence Trips: Mid-Cap Manager Search.
Sarah indicated that after Board’s approval and dates established, Mercer will coordinate the trips with members through e-mailing. Trips are open to all Board members.

5.  Topic:  Generation Capital/Corey Nettle’s Private Equity Fund – Update from                    Linda Bedford.

The Corey Nettle’s presentation was discussed, as a micro-equity fund. It targets the Milwaukee business that creates jobs, to support low-income areas of the city. The Board previously agreed that it was worthwhile and would look into it more closely. Another company (IVC) was contacted. Generation Group has a 30 million dollar investment in such a venture. The Board’s investment along these lines may come to 2.5 million dollars. We need to look into the guidelines concerning targeted economic investments.

Mercer (Kristen) commented on the topic by advising the committee to get all questions answered. It was pointed out that we usually don’t do an RFP for this type of investment. The ultimate question is whether it is reasonable and the return on our dollars is sufficient. There will be more discussion to follow.

      6. Adjournment: The Investment Committee adjourned at 4:18pm.


________________________


Submitted by


Gerald J. Schroeder


Interim ERS Manager

