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Employees’ Retirement System of the County of Milwaukee

Minutes of the April 5, 2007 Investment Committee Meeting

1. Call to Order

Chairman John Martin called the meeting to order at 3:42 p.m. in the 3rd Floor Conference Room of the City Campus Offices of Milwaukee County at 2711 West Wells Street, Milwaukee, WI 53208.

2. Roll Call
Members Present:



Members Excused:

John Martin, Chairman


Linda Bedford

Dean Roepke

Dr. Sarah Peck

Michael Ostermeyer-via telephone conference






Others Present:

Jack Hohrein, ERS Manager

Terry Denison, Mercer Consulting – via telephone conference

Kristin Finney-Cooke, Mercer Consulting – via telephone conference

Leigh Riley, Foley & Lardner, LLC – via telephone conference

3. Review of Return on Investments
The Committee discussed the e-mail from Jerry Heer and how effective Brad Blalock’s reply was to the point.

4. Review of Adams Street Offer

Chairman Martin noted that an offer was tendered from Adams Street Partners to make additional private equity investments.  The Committee discussed whether or not additional private equity investments should be considered.  Mercer noted that emphasis had been shifting toward Global REITs and Infrastructure funds as a future direction rather than increasing private equity.

5. Review of Replacement Candidates for Capital Guardian
Chairman Martin suggested that the Committee consider three finalists:  BGI, AQR and Baring.  Dr. Peck recommended including Fidelity.  Mercer recommended all four be considered as potential candidates.

Ms. Finney-Cooke reviewed Mercer’s report dated March 2007 “International Equity Manager Search”.

Mr. Roepke asked if AQR would have too much in their fund to have the best performance.  Ms. Finney-Cooke replied that the capacity was not an issue.  Mr. Roepke expressed concern about capacity issues on page 8 of the report.  Ms. Finney-Cooke replied fund size becomes a concern when the account is more actively traded.  The Committee reviewed AQR’s risk/return information on pages 41 and 42.

The Committee decided to drop Fidelity as a finalist after the performance review.  The three finalists selected were AQR, Baring and BGI.

During the review of fees it was noted that AQR’s fees were very high and we should ask them for a separate account and lower fees.

Next steps were discussed including due diligence trips to the three finalists.

The Committee discussed AQRs use of hedge funds and BGI’s use of derivatives and quantitative approach.  The Committee noted more information on these subjects could be obtained on the trips.

Leigh Riley spoke on the AQR contract not being a separate account was a partnership structure with poor control for ERS.  Total assets of the fund could be used to pay expenses of the fund including legal fees.  The agreement also contained limits on returning assets to ERS as value less than 100% of value.  The account as structured had more risk but a good return for that extra risk.

Ms. Riley also noted that BGI and Baring had separate assets accounts and BGI could be a co-mingled account.  She also noted that AQR might waive asset size minimum and consider a different agreement.

The Committee ranked the three finalists as:  AQR first, Baring second and BGI third.

The Committee agreed to send Ms. Finney-Cooke availability dates and schedule due diligence trips the third week of May, 2007.  Mr. Roepke asked that all trustees be notified so they could attend if they desired to do so.

The quantitative management method of investment was discussed.  Dr. Peck agreed to do an educational presentation on the bottom up, top down method.     

6. Future Topics
This discussion was postponed to the next meeting

7. Adjournment
The meeting was adjourned at 4:35 p.m.

_________________________________

Submitted by 

Jack L. Hohrein

Pension Board Secretary

