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EMPLOYEES' RETIREMENT SYSTEM OF THE COUNTY OF MILWAUKEE 
MINUTES OF THE FEBRUARY 26, 2020 PENSION BOARD MEETING 

1. Call to Order 

The Vice Chair called the meeting to order at 8:34 a.m. at the Marcus Center for 
the Performing Arts, 929 North Water Street, Milwaukee, WI 53202. 

2. Roll Call 

Members Present 

Linda Bedford (for items 5(a)-12) 
Laurie Braun (Vice Chair) 
William Holton  
Elena LaMendola (for items 3-9)  
LaValle Morgan  
Ronald Nelson  
 

 

Members Excused 

Fernando Aniban  
Michael Harper (Chair) 

 David Robles 
  
  
 
 
 

Others Present 

Erika Bronikowski, Interim Director - Retirement Plan Services 
Anne Berleman Kearney, Deputy Corporation Counsel 
Judd Taback, Assistant Corporation Counsel 
Rachel Preston, Paralegal, Office of Corporation Counsel  
Julie Landry, Chief Human Resources Officer  
Jessica Culotti, Reinhart Boerner Van Deuren s.c. 
Christopher Caparelli, Marquette Associates, Inc. 
Roger Vogel, Silvercrest 
J. Allen Gray, Silvercrest 
Jim Klaus, Silvercrest 

 
3. Chairperson's Report 

The Vice Chair welcomed everyone to the February 2020 Pension Board meeting.  
She first introduced Judd Taback, as the new Pension Board liaison from 
Corporation Counsel's Office, and welcomed him.  The Vice Chair then stated 
this is also Mr. Holton's last meeting.  On behalf of the Board, the Vice Chair 
thanked Mr. Holton for his tireless, dedicated service over the last several years 
and offered him an opportunity to make any comments he wanted.    

Mr. Holton stated it has been an honor and a privilege to serve on this Board.  He 
stated the Board has made great strides in the three years he has been a part of it.  
Mr. Holton noted his appreciation for his colleagues on the Board and that each 
one brings great views to the Board's discussions.  Mr. Holton then expressed his 
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appreciation for Chairperson Harper and Vice Chair Braun who have worked 
tirelessly on behalf of the Board.  Mr. Holton acknowledged the uncertainty of the 
future with new committee structures being implemented, but stated that these 
new structures aim to make meetings more productive and keep Trustees better 
informed.  He closed by noting that he will miss his time with the Board as he has 
enjoyed all of the different viewpoints that are expressed at each meeting.  Mr. 
Holton used as an example, the recent Investment Committee meeting where there 
were varied opinions, but after significant discussions, and white-boarding by 
Mr. Nelson, the Committee came to a good result.  Mr. Holton expressed his 
gratitude for being able to serve and wished the Board all the best.   

The Vice Chair then expressed her gratitude again and reiterated on behalf of the 
Chair, that Mr. Holton's service was of great value to the Board and he will be 
missed.   

The Vice Chair stated she would move onto the minutes, but first she wanted to 
repeat the statement generally attributed to Dr. Martin Luther King, Jr., which was 
quoted by the Chair the prior month, because it remains appropriate for this 
meeting:  "Our lives begin to end the day that we become silent about things that 
matter."   

4. Minutes 

(a) Meeting Minutes – January 22, 2020  

The Vice Chair asked if there were comments or questions regarding the January 
meeting minutes, and seeing none, she stated she would entertain a motion to 
approve the minutes as drafted. 

The Pension Board unanimously voted to approve the minutes of the 
January 22, 2020 Pension Board meeting.  Motion by Mr. Holton, seconded 
by Mr. Morgan.              

5. Investments 

(a) Silvercrest 

The Vice Chair invited the representatives from Silvercrest to introduce 
themselves.  She noted that the Board typically reserves approximately 20-30 
minutes for the investment managers, including time for the Board Trustees to ask 
questions.   

Mr. Gray thanked the Vice Chair and stated that they usually keep these 
presentations conversational.  Accordingly, if a Trustee has a question throughout 
the presentation, they should feel free to ask it.  Mr. Gray introduced himself and 
stated he is the partner and managing director with Silvercrest.  Mr. Gray 
explained he is responsible for Silvercrest's institutional asset management 
business.  He then introduced Roger Vogel, who is the lead portfolio manager and 
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a partner at the firm for the U.S. large and small cap portfolios.   Mr. Gray stated 
he would give a brief firm update, and then ask Mr. Vogel to review the portfolio 
and performance, as well as some comments on the market outlook.   

Mr. Gray then discussed the firm.  He stated there are no real things to report in 
terms of the organization.  Mr. Gray explained there are no regulatory or 
compliance issues that need to be disclosed.  He noted there has been one change 
to senior firm management in that he personally has been added to the firm's 
Executive Committee.  Mr. Gray explained the Executive Committee is a 
five-person Committee charged with managing the overall business for 
Silvercrest.  However, Mr. Gray noted there have been no changes to the 
personnel working in research and portfolio management on ERS's behalf.  Mr. 
Gray further noted this strategy has been closed for quite some time now, and 
they are managing about $3.5 billion in the small cap value strategy.  Mr. Gray 
clarified that this strategy is open to existing clients for flows in and out, so it is 
not closed for ERS, but they are not accepting any significant assignments for this 
strategy from new investors.  Mr. Gray called for questions on the organization 
and seeing none, asked Mr. Vogel to present the information on the fund itself. 

Mr. Vogel first discussed the portfolio performance over the last year.  He 
explained that the portfolio as of the end of 2019 was approximately 
$39.5 million.  He further explained that Silvercrest tries to stay as fully invested 
as possible, so the portfolio only has about 1.3% cash.  Mr. Vogel stated that even 
in an environment like this, where there are uncertainties about the market, 
Silvercrest likely will not raise cash as a defensive move.  He noted that the 
portfolio over time has a bit of a natural defensive hedge to it, and they are 
confident that they run above-average companies.  Historically, Mr. Vogel 
explained when the markets get ugly they tend to add some value relative to the 
benchmark as people tend to gravitate back towards higher quality companies.  
Mr. Vogel summarized the prior year as a very good year, but the fourth quarter 
was not great.  He explained the portfolio skews towards higher quality 
companies, so in an environment like the end of last year, this type of portfolio 
will struggle a bit.   

Mr. Vogel then reviewed the historical performance for the fund.  He stated in 
2019, the fund outperformed both the Russell 2000 Value benchmark as well as 
the Russell 2000 at 26%.  Mr. Vogel noted that they were happy with the strong 
returns in 2019 after the poor 2018 returns.  He stated that historically, the long-
term returns look good against the benchmarks, and they hope to continue this 
trend.   

Mr. Vogel then reviewed the attribution perspectives between the fund and the 
benchmarks.  He described the fund's overweights and underweights in various 
sectors compared to the Russell 2000 Value.  He noted typically the underweights 
and overweights tend to wash themselves out and there is usually a very small 
impact.  However, Mr. Vogel pointed to technology as a sector that the fund is 
overweight in and that had a positive outcome.  He explained that it was “all 
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about” technology for the year, so if a fund was underweight in technology, it 
would have struggled.  In this case, Silvercrest’s fund is overweight in technology 
and that helped performance. 

Mr. Vogel continuing by reviewing the best and worst performers in the fund for 
the quarter.  He stated that until the impact of the coronavirus, the perception was 
that the manufacturing economy was in a lull but was improving.  Mr. Vogel 
explained that companies like Altra are exposed to the economy, being a 
manufacturing company, but did pretty well through the fourth quarter.  He 
further explained that the technology stocks, Dana, Plexus, ACI Worldwide, did   
very well.  On the down side, Selective Insurance is a good insurance company, 
but they had a surprisingly poor quarter that impacted the performance of the 
stock in the fourth quarter.  Mr. Vogel noted that Silvercrest expects Selective to 
rebound from this performance.  After some additional comments on a couple of 
the worst performers, Mr. Vogel reviewed the portfolio highlights and the top 10 
holdings.  He noted this does not change a lot for the portfolio because the 
turnover is relatively mild.  He explained that the top ten holdings are around 25% 
to 30% of assets, and being value oriented, Financial Services is one of the Fund's 
largest sector allocations.  Mr. Vogel stated that the largest purchase over the past 
quarter was South State Corporation, a regional bank in the Carolinas.   

Mr. Vogel then reviewed some of the portfolio statistics, including the number of 
holdings, which is 60 and typical annual turnover, which is 25-33%. Mr. Vogel 
commented that the turnover has been lower lately.  He explained that from a 
price/earnings ratio, the fund's valuation statistics tend to fall in between the 
Russell 2000 Value and the Russell 2000.  He reviewed each of the characteristics 
with the Board and explained how they compare to the Russell 2000 Value and 
Russell 2000.   

Mr. Vogel continued by reviewing the fund's sector allocation versus both the 
Russell 2000 Value and the Russell 2000.  He explained that the Russell 2000 
Value is dominated by Financial Services, but Silvercrest is uncomfortable with 
that weighting, so they design their sector allocations differently.  They take into 
account each sector from the benchmarks and ensure exposure in each.  However, 
they do not weight them the same.  Mr. Vogel highlighted healthcare as an 
example.  He explained that Silvercrest would like to have more exposure in 
healthcare, but it is daunting to find value-oriented healthcare stocks.  The biggest 
subsector in the Russell 2000 Value within healthcare is biotech.  Mr. Vogel 
stated that while biotech includes some great companies, they generally have no 
earnings, no EBITDA, and nothing to value them on except a hope that a 
compound will make it through clinical trials and be successful.  Mr. Vogel 
explained that Silvercrest does not like this, so this tends to be an area that is 
effectively off limits for them.  However, the other parts of healthcare, given the 
aging demographic in the U.S., are generally pretty well-valued.  Mr. Vogel noted 
that while it is a struggle to find these kinds of companies, his team has a mandate 
to try to find some ideas there to close that gap a little bit. 
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Mr. Vogel then called for questions about the portfolio itself.  Seeing none, he 
continued by providing some comments on the current market environment.  Mr. 
Vogel stated that this is a very challenging environment.  He explained the S&P is 
down 8.2% over the last four trading days, which is one of the more dramatic 
declines in S&P history.  He further explained that small cap has been down as 
well along with value.  Mr. Vogel commented that the general perception is that 
the impact of the Coronavirus is going to be slower economic growth.  Mr. Vogel 
stated that this will impact energy stocks because people are concerned the price 
of oil will collapse.  Energy is a bigger part of the value benchmarks than the 
growth benchmarks, so value is struggling there.  Mr. Vogel stated that interest 
rates are also playing a part.  In response to what is perceived to be a global 
economic slowdown, interest rates are at record lows now, which is not good for 
bank stocks.  Bank stocks are going to struggle even more in this ultra-low 
interest rate environment.  Mr. Vogel stated that financials, which are also a large 
part of the value benchmarks, are struggling.  He explained that any company that 
is centered around people have been struggling, including movie theaters, cruise 
lines, airlines and restaurants, because everyone is concerned about the virus 
spreading.  Mr. Vogel noted that the unfortunate reality is nobody really knows 
how long this will continue.  Originally, the thought was the virus would be only 
a China issue but now the virus is spreading, and at least one of the US agencies 
has said that it is inevitable that the virus will come to the U.S.  Mr. Vogel 
explained that in looking at past calamities of this type, the market typically 
rebounds, but nobody knows how low the market is going to go and how quickly 
it will rebound.  He stated that Silvercrest is unlikely to alter its strategy 
significantly and they are not going to raise cash.  If anything, they may try to 
take advantage of some of the changes that are occurring under the premise that 
this will eventually be resolved, whether it is a month, three months, six months, 
or a year.  Mr. Vogel said much of this is already out there in the form of 
commentary, so he does not have much more to add.  He expects that eventually, 
the market will rebound once people feel a little bit better about the outlook.  Mr. 
Vogel explained that for purposes of the Silvercrest’s fund, he talks to his 
management teams all the time, and they had been feeling reasonably comfortable 
with the economic outlook.  Mr. Vogel noted that the other issues are who will 
win the Democratic nomination and the likely outcome of the election.  Mr. Vogel 
explained, ignoring politics, it is no secret that the market is not in favor of a 
Sanders presidency.  The market would likely prefer the President to be reelected 
because it is likely that a Democrat would increase corporate tax rates.  If 
corporate tax rates go up, S&P earnings are likely to go down.  Mr. Vogel stated 
that the market would probably tolerate a moderate Democrat, but if Senator 
Sanders or Senator Warren defeated President Trump, it would be interesting.  
Mr. Vogel reiterated that he is not making a social commentary; he is simply 
looking at the numbers and the likely impact on corporate America.    

The Vice Chair stated that she appreciates Mr. Vogel putting some of these global 
issues into context and describing Silvercrest's approach to take advantage of the 
dislocations.   
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Mr. Vogel continued by noting that what is undeniable is the impact that 
computerized trading has had on the market.  He explained value has generally 
struggled over the last decade, and one could make the case that value is 
undervalued relative to growth stocks.  Mr. Vogel stated that growth stocks are 
great, but the facts would suggest that the difference between the two has risen to 
almost unprecedented levels at this point. In looking at the portfolio, Mr. Vogel 
stated he is comforted by the high-quality nature of the companies in the portfolio.    

The Vice Chair called for questions.  Mr. Allen stated he wanted to note that 
Silvercrest has made a fairly substantial investment in the local community.  He 
explained that last July, Silvercrest closed on a transaction where it acquired a 
local money management firm called Cortina Asset Management, which is 
headquartered in Milwaukee.  Mr. Allen introduced Jim Klaus, who is a senior 
member and manages the other side - growth equities.  Mr. Allen stated that they 
have about $1.7 billion in AUM in the institutional market, so Silvercrest is now a 
local taxpayer as a company, and they are pleased to be able to have a big 
presence in Milwaukee.  The Vice Chair thanked Mr. Klaus for attending the 
meeting.   

In response to a question from Mr. Nelson about market correction, Mr. Vogel 
stated that Mr. Nelson raised a good point and it is possible that the market is 
looking for an excuse like the virus or the potential election of Senator Sanders to 
correct itself in some of the areas of overvaluation.  He explained that over his 30 
years doing this, he has seen bear markets and bull markets, and there is usually 
an exogenous event that leads to correction.  Mr. Vogel stated this could be a 
recession, higher interest rates, higher inflation or the market correcting itself like 
it did in 2000.  

The Vice Chair called for any additional questions, and seeing none thanked Mr. 
Allen and Mr. Vogel for their presentation.   

(b) Marquette Associates Report 

(i) Monthly Report 

The Vice Chair asked Mr. Caparelli to present Marquette's report.  Mr. Caparelli 
thanked the Vice Chair and distributed the monthly booklets to the Board.   

Mr. Caparelli started with the January market environment.  He directed the Board 
to the Market Tracker in the booklet.  Mr. Caparelli stated the Aggregate Index for 
the month of January is up about 2% and the S&P 500 in January was flat.  Small 
Cap was down 2.9% for January and the Emerging Market benchmark was down 
about 5% in January.  Mr. Caparelli explained the coronavirus is a large part of 
this.  He further explained that while Emerging Market Equity was down about 5% 
in January, Emerging Market Debt was positive in the month of January.  Mr. 
Caparelli noted this is again underlining why diversification is important and noted 
that different asset classes can move differently even if in the same area of the 
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world.  Mr. Caparelli stated that, as Silvercrest mentioned, everyone is concerned 
about the effect of the coronavirus on the markets.  He stated that while this is 
probably a short-term issue, short-term could be months or it could be the rest of 
this year.  Mr. Caparelli explained that long-term, things will go back to normal. 

In response to a question from Mr. Nelson, Mr. Caparelli stated that the effects of 
the virus have been fairly indiscriminate.  It has effected everything, including 
value and growth.  In response to a follow-up question, Mr. Caparelli stated that 
growth is holding up a little bit better with the value sectors like energy struggling 
a little bit more.   

Mr. Caparelli continued by reviewing the ERS Portfolio and performance.  He 
stated that at the end of January the total market value was just above $1.7 billion.  
Mr. Caparelli noted that there are some areas of underweight, including Fixed 
Income, U.S. Equity and International.  There are also areas of slight overweight in 
Real Estate, Infrastructure and Private Equity.  Mr. Caparelli explained that the 
slightly underweight areas are more liquid areas, and the slightly overweight areas 
are in the illiquid areas.  Mr. Caparelli further explained that this comes down to 
cash flow as ERS constantly needs cash from the Portfolio, which comes from the 
different areas.  Mr. Caparelli then highlighted Real Estate, which he explained is 
slightly overweight 10.4% versus 10%.  He noted that in the third quarter the 
Board requested a redemption from UBS in the amount of $14 million.  
Approximately $6 million has come back, and the remaining $8 million will come 
back over the next few quarters.  Therefore, Real Estate is starting to be a bit 
overweight, and the Investment Committee could consider how best to bring it 
back in line with the target.   

Mr. Caparelli then reviewed the summary of cash flows.  He stated ERS began the 
year a month ago at $1.734 billion with about $13 million in cash outflow.  Mr. 
Caparelli explained the negative $9 million balance at the end of the month of 
January was a slight negative month in the Portfolio. He noted in looking out over 
the last 3 years to 5 years, the net cash outflow is well matched by the net 
investment change.  Mr. Caparelli explained the Portfolio growth over the last 
number of years has been relatively flat, but market earnings have done a good job 
of compensating for the relatively high level of cash outflow.   

Mr. Caparelli continued by reviewing ERS’s performance.  He stated while the 
Portfolio is down .5% in the month of January, looking back over the longer term 
performance, there is consistent outperformance of the benchmarks across almost 
all timeframes.  Mr. Caparelli highlighted the 10-year period, which he noted has 
been a very good 10-year period with an excellent bull market run.  He stated the 
Portfolio has been compounding at 8.2% per year over the last decade.   In 
reviewing the one-month column, Fixed Income is up 2% while U.S. Equity and 
International Equity are down 2.1% and 3.5% respectively.  Mr. Caparelli stated he 
expects those numbers to be down again in February.  Hedged Equities is 
relatively flat for the month of January as is Real Estate, Infrastructure and Private 
Equity.  
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In response to a question from Mr. Nelson, Mr. Caparelli stated that the 
Infrastructure returns are not complete yet and Private Equity will also take until 
April or May to provide final numbers.  The Vice Chair thanked Mr. Nelson for 
bringing this issue up and noted that the Board has asked Marquette to provide a 
final statement for the year when that is available as a separate handout in the 
monthly report.  Mr. Caparelli stated that the final numbers will likely be available 
in May, and then Marquette will provide a full report to the Board.   

Mr. Caparelli next reviewed the individual managers’ performances.  He stated 
Galliard, in Core Fixed Income, continues to add value and is up 2.2% with a 2% 
benchmark.  Mr. Caparelli noted that ERS has had Galliard for a little over 2 years 
and so far it has been a good experience.  TWC in Emerging Markets Debt, up 
1.5%, but Emerging Market Small Cap, down 4.4% for the month of January.  In 
U.S. Equity, Mr. Caparelli stated there are two active managers, Boston Partners 
and Silvercrest.  He noted the Board just heard from Silvercrest who had a nice 
2019 at 8.5%.  Mr. Caparelli noted ERS has been with Boston Partners 20-25 years 
and while there has been some period of underperformance, collectively, they are 
doing a nice job.   Mr. Caparelli then moved to International Equity and noted that 
there is some underperformance, primarily from Segall Bryant.  Mr. Caparelli 
noted it may be a good idea to bring them back to Investment Committee and hear 
their thoughts on the outlook going forward.  However, Mr. Caparelli caution that 
it is important to be patient with investment managers, especially active managers.  
He noted that Segall Bryant had a nice fourth quarter but fell back in January.  
They will continue to remain on the watch list.   

In response to a question from the Vice Chair, Mr. Caparelli opined that 
Investment Committee is probably a better venue than the full Board meeting.  He 
explained that those discussions tend to be more in depth so it would be nice to 
have a little bit smaller group and not as much of a time constraint.  With regard to 
timing, Mr. Caparelli stated it should be sometime over the next few months.  He 
noted that they had a nice fourth quarter, but it does not show because their 
January number was again behind the benchmark. Mr. Nelson commented that 
given the recent volatility, everything is going to look at little bit crazy.  The Vice 
Chair agreed.  She noted that this is a good starting point for them, but she remains 
concerned and they have been on alert for some time. Mr. Caparelli agreed and 
noted that they are an active manager, and they have relatively high fees as a 
result.  Accordingly, they need to earn those fees, and the last couple of years they 
have not.  Mr. Caparelli further noted that it is important to review an annualized 
track record for a manager, and Segall Bryant’s shows three years of 
underperformance.  Mr. Caparelli stated that the Board spoke to Segall Bryant in 
the fall and the Board agreed to give them more time based on their response.  He 
further stated it is a good idea to check in every six to nine months to make sure 
the Board continues to feel comfortable with their strategy.   

Mr. Caparelli continued by reviewing a few more managers.  He stated that there 
are no returns for January for Real Estate or Infrastructure.  In Hedged Equity, 
ABS and Parametric are at .1% and 0% for the month, which should have been a 
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bit better.  Mr. Caparelli explained these are the areas that are expected to shine in 
times like the last couple of days.  When the market is down 8% or 9%, a manager 
like Parametric or ABS should hold up pretty well.  Mr. Caparelli clarified that 
while ERS has a lot of equity exposure and will be harmed by a market drop, there 
are a lot of other areas in the portfolio that provide some cushion to the volatility. 

The Vice Chair called for questions and seeing none thanked Mr. Caparelli for his 
presentation.   

(ii) Private Equity RFP 

The Vice Chair invited Mr. Caparelli to stay for the Private Equity RFP discussion.  
She asked Mr. Caparelli or Mr. Nelson to provide the Board with an update on this 
item.   

Mr. Nelson started out by providing an overview of the Investment Committee 
meeting.  He stated the Chair, Mr. Holton, Mr. Robles and Ms. Bedford attended 
the meeting with him.  Mr. Nelson explained that the Committee spent a lot of time 
looking at diversification and the three different types of managers that were 
before the Committee, including diversified mangers, venture capital mangers, and 
small buyout managers.  Mr. Nelson stated that the Committee wanted to make 
sure there was diversification across investment sectors as well as managers.  He 
noted that fees and the length of the commitments were also factors that the 
Committee considered.  The availability of the folks as well as some of the 
management issues, emerging manager considerations and fund ownership further 
contributed to the recommendations.   

Ultimately, Mr. Nelson stated that after significant discussion and review, the 
Investment Committee is recommending the Pension Board hire four managers 
with an annual allocation of $30 million.  Mr. Nelson explained that the contracts 
run between two and three years, so the total commitment would be closer to about 
$80 million over the next three years.  He further explained this is intended to 
maintain the current Private Equity exposure in the Portfolio.  Mr. Nelson stated 
the Investment Committee’s recommendation is to proceed with four firms:  
Fairview, Greenspring, Barings and BPEA. Mr. Nelson stated that this where the 
Investment Committee ended up after significant discussions over a number of 
meetings.   

The Vice Chair asked Mr. Caparelli if he had anything to add.  Mr. Caparelli stated 
that the Private Equity asset class is challenging.  He explained that as Mr. Nelson 
mentioned, it is not an asset class where one can just invest $50 million and it goes 
to work right away.  He stated it requires a lot of care, a lot of attention.  Mr. 
Caparelli commended the Investment Committee and Mr. Nelson as the Chair for 
engaging in good process and making very solid decisions.  He stated the 
Committee took a couple of meetings to interview managers and then carefully 
considered each manager’s response.  Mr. Caparelli explained that as far as the 
overall areas of Private Equity, the larger areas of the Private Equity market have 
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seen a lot of new money flow into it, so pricing is not all that attractive.  He noted 
the best areas of the market are in the venture capital space and the small buyout 
space.  Mr. Caparelli opined that from an asset allocation or sub-asset class 
allocation standpoint, the decision made here was optimal.  He further opined that 
from the manager side of things, the Committee chose four very strong firms and 
this resulted in good diversification in the different styles, strategies and types of 
managers.  Mr. Caparelli stated that Marquette is really comfortable with the 
selections and believes the Private Equity portfolio will be in good shape over the 
coming years.  He concluded by thanking the Trustees for their participation and 
attention that this process required.   

The Vice Chair thanked Mr. Caparelli for doing the analysis and handling the 
multitude of responses to the RFP.  She stated Marquette did a nice job of 
analyzing all of the information and organizing it into a format the Committee 
could work with.  The Vice Chair then called for questions from the Trustees.   

In response to a question from Mr. Nelson, Ms. Culotti explained that if the 
Pension Board voted to approve hiring one or more managers, the next step would 
be to begin contact negotiations with the managers.  She stated Reinhart would 
work with Marquette to review and negotiate the contracts.  In response to a 
follow-up question, Ms. Culotti stated the negotiation time frame depends on a 
number of factors including how much negotiation is required.  She stated that it is 
likely that the contracts could be finalized in the next few months.  Mr. Caparelli 
agreed and said that he would contact the managers to advise them of the Pension 
Board’s decision and ask for a copy of their contracts.  He explained that he would 
pass those along to legal counsel with an idea of which contracts should be given 
priority based on closing dates.  Mr. Caparelli noted that these are 2020 Private 
Equity funds so the contracts will be finalized over the next three to six months.  
He explained that they will likely not call capital until 2021, but the commitment 
will be in place well before the end of the calendar year. 

In response to a question from the Vice Chair regarding the amount that is being 
committed over the next three years, Mr. Caparelli stated the commitment model 
looked at the overall asset class and determined how much money on average, 
needed to be put to work yearly to keep the 10% target allocation, and the model 
came out to $35 million.  Mr. Caparelli explained that the Investment Committee 
agreed on a little bit of the lower end at $30 million.  He stated that today the 
portfolio is a little bit overweight at 11.6% versus 10%, so a little bit underweight 
at $30 million annually is about right to stay at the 10% level.   The Vice Chair 
thanked Mr. Caparelli and the Investment Committee for the incredibly complex 
work that went in to this decision.  She stated this class is far more complex than 
most asset classes.  The Vice Chair then stated that unless there were additional 
questions, she would entertain a motion on this item.   

Mr. Nelson moved that the Board pursue Private Equity contracts, with four 
managers: Fairview at $4 million annually; Greenspring at $5 million annually; 
Bearings at $11 million annually and BPEA at $10 million annually.  The Vice 
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Chair stated that she would like to add that this is based on the Investment 
Committee recommendation.  Mr. Caparelli suggested that the motion may want to 
include the total numbers to avoid confusion.  Mr. Caparelli stated this would be 
Fairview at $12 million, Greenspring at $10 million, Bearings at $27.5 million and 
BPEA at $30 million.  

Based on the recommendation from the Investment Committee, the Pension 
Board unanimously voted to retain and pursue Private Equity contracts with 
Fairview at $12 million, Greenspring at $10 million, Bearings at $27.5 million 
and BPEA at $30 million.  Motion by Mr. Nelson, seconded by Mr. Holton.      

6. Pension Governance 

(a) Committee Staffing 

The Vice Chair explained that the Chair was unable to attend today, and he was 
planning to hand out the Committee assignments to the Trustees.  The Vice Chair 
stated that because he is not here, she would table this item until next month’s 
meeting.  The other Trustees agreed.    

(b) Board Effectiveness Assessment 

The Vice Chair stated the Chair was also going to discuss this topic, so unless any 
Trustee has a comment, this agenda item can also be tabled until next month.  

7. Investment Committee Report – February 10, 2020 

The Pension Board discussed this item during its discussion of the Private Equity 
RFP item above.   

8. Audit Committee Report – February 13, 2020 

The Vice Chair asked Mr. Morgan if he had any comments on the Audit 
Committee meeting.  Mr. Morgan stated that the minutes reflect what was 
discussed.   

9. Counsel Update 

The Vice Chair explained that the Board will start these next items in open session 
and if a Trustee has a question or would like to discuss something that counsel 
believes is more appropriate for closed session, the Board will go into closed 
session.     

(a) Voluntary Correction Program 

The Vice Chair asked Ms. Culotti to discuss the Voluntary Correction Program 
(“VCP”) submission.  Ms. Culotti thanked the Vice Chair and stated that her 
office submitted a final submission to the IRS yesterday.  She explained that she 
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believes the IRS is going to take that submission and use that as the Closing 
Statement for the VCP.  She stated the IRS will review the submission, and if 
acceptable, sign it.  RPS will then start working on implementing the corrections 
to the extent the errors have not already been corrected.  Ms. Culotti noted that 
there will also be some Rule and Ordinance changes that will need to be adopted, 
so her office will coordinate with Corporation Counsel’s Office to finalize those 
and present them to the appropriate Boards.   

Ms. Culotti explained that this final submission is the result of negotiations with 
the IRS and stated that her office and Corporation Counsel’s Office had a call 
with the IRS the prior week to address the few final issues that were outstanding.  
Ms. Culotti stated that it was a very good call, and the IRS did agree to a 7.5% 
interest rate for underpayments based on ERS’s current rate of actuarial 
equivalence.   

In response to a question from the Vice Chair, Ms. Culotti stated that the interest 
rates for underpayments would be 7.5% compounded annually and 5% 
compounded annually for overpayments.  This is based in part on the IRS’s 
differing guidelines for interest rates related to overpayments and underpayments.  
Ms. Culotti noted that going forward, ERS would correct any underpayment 
errors as soon as they are identified using the current rate of actuarial equivalence 
at that time.   

In response to a question from the Vice Chair, Ms. Kearney stated that she could 
address that question in closed session.  Ms. Kearney stated that the reason that 
counsel was able to come to a very good resolution with IRS is because the IRS is 
confident that the ERS trust will be made whole as will the members who 
experienced underpayments.  Ms. Culotti further stated that the IRS is aware that 
it will likely take RPS some additional time to make all of the corrections given 
the number of errors.  She explained that corrections are supposed to be made 
within 150 days of the date of the Compliance Statement.  RPS will make every 
effort to make the corrections within that time period, but it is likely that 
additional time will be necessary and counsel advised the IRS of this likelihood.   

Ms. Kearney stated that she wanted to thank Ms. Culotti and her firm for all of 
their hard work on this VCP.  She stated that Ms. Culotti did a great job with help 
from RPS.  Ms. Kearney explained that they reviewed each error and correction in 
detail, which was amazing because there was 10 years’ worth of information.  She 
further explained that between Ms. Culotti and Ms. Bronikowski, it was possible 
to make fast progress and get the best result for the County and ERS.  Ms. 
Kearney stated that would not have been possible without Ms. Culotti and Ms. 
Bronikowski.  The Vice Chair echoed Ms. Kearney’s comments and thanked Ms. 
Culotti and Reinhart for being an integral part of this process.  Ms. Culotti and 
Ms. Bronikowski thanked everyone for their kind words.   

(b) Litigation Update 
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Ms. Kearney distributed the litigation update report to the Pension Board.  Ms. 
Kearney stated there is one new case on the report, Ms. Vazquez.  Ms. Kearney 
explained that Ms. Vasquez came before the Pension Board at the end of the 
calendar year through the appeals process.  She requested a refund of her 
contributions outside of the 180-day time period allowed for refunds, and the 
Board determined that she did not satisfy her burden to show she did not receive 
notice of her right to request a refund within the 180-day period.  Ms. Kearney 
stated that Ms. Vazquez has filed an action in the circuit court and requested a 
certiorari review of the Board’s decision.  Ms. Kearney stated that she will be 
filing a motion to dismiss for procedural reasons, but she can discuss that further 
in closed session if there are questions.   

Ms. Kearney next explained that there are two disability appeals on the report.  
She stated that if the Pension Board has denied a disability application, the 
individual may appeal that decision to a hearings examiner.  Ms. Kearney 
explained that Nancy Evans and Veronica Williams have both appealed the 
Pension Board’s denials on their disability applications.  She stated Ms. Evans 
was denied an Ordinary Disability Retirement pension and is appealing that 
decision.  Ms. Williams was granted an Ordinary Disability Retirement pension 
and denied an Accidental Disability Retirement Pension, so she is appealing the 
denial of her Accidental Disability application.   Ms. Kearney stated that if there 
are questions related to the specifics of either of those cases, she can discuss them 
in closed session.  Ms. Kearney closed by stating she did not have any updates 
with regard to the other litigation cases. 

(c) Governance 

Ms. Kearney stated she could provide information on this item.  She explained the 
Pension Board received from Chairperson Lipscomb of the County Board an 
e-mail with attachments.  Chairperson Lipscomb has submitted to the Finance 
Committee and the Pension Study Commission a resolution.  Ms. Kearney stated 
that the resolution is an Ordinance amendment that aims to clarify the Ordinances 
to conform to past practice.  She further stated that the Ordinance currently 
provides that appointed members of the Pension Board cannot have “family 
members” who are members of ERS.  However, the Ordinance does not define 
the term “family members.”  The resolution and Ordinance amendment seeks to 
ensure that there is a definition of that term in the Ordinance.    

Ms. Kearney then discussed the next steps.  She stated that once the resolution is 
referred, the Committees will discuss it and provide their recommendations.  The 
timeframe depends on the cycles and the current workload of the Committees.  
Ms. Kearney noted this was referred now so it will likely be discussed at the 
Committee-level in March.   She further noted the Pension Study Commission 
will also need to be convened, which is good because that Commission must also 
review the Ordinance amendments for the VCP.   
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In response to a question from the Vice Chair, Ms. Kearney explained that the 
Pension Study Commission has not been convened because usually a resolution 
goes through a Committee process first.  That way, the Pension Study 
Commission is looking at a fairly final draft.  The Pension Study Commission can 
then look at it and ask questions or make comments.  Ms. Kearney stated that the 
time line is a moving target, but Supervisor Johnson is currently the head of the 
Commission, and he can decide on the schedule he would like.  

The Vice Chair called for questions in open session, and seeing none, she stated 
that the Board would go into closed session to discuss these topics.  RPS staff and 
Ms. Landry left the meeting.   

Mr. Morgan then moved that the Pension Board adjourn into closed session under 
Section 19.85(1)(g), Wisconsin Statutes, with regard to item 9 for the purpose of the 
Board receiving oral or written advice from legal counsel concerning strategy to be 
adopted with respect to pending or possible litigation.   

The Pension Board agreed by a roll call vote of 6-0 to enter into closed session to 
discuss item 9.  Motion by Mr. Morgan, seconded by Mr. Holton.  

The Pension Board agreed by roll call vote 6-0 to return to open session.  Motion by 
Mr. Nelson, seconded by Mr. Morgan.  After returning to open session, the Pension 
Board made the following motion.  

(a) Governance 

Mr. Holton made a motion to respond to Chairperson Lipscomb’s referral of File 
No. 20-248 to comment that the Pension Board appreciates any time the County 
Board clarifies the Ordinances as part of the ERS Plan document.  Mr. Holton 
stated that Reinhart should craft the language consistent with the discussions of 
the Board.   

The Pension Board voted 5-0-1 with Mr. Nelson abstaining to approve the 
comment proposed by Mr. Holton and direct that it be provided to 
Chairperson Lipscomb (Certificate attached as Exhibit A).  Motion by Mr. 
Holton, seconded by Ms. Bedford.   

Ms. LaMendola left the meeting.    

10. RPS Reports 

(a) RPS Director Report 

The Vice Chair asked Ms. Bronikowski to provide her Director’s Report for the 
month.  Ms. Bronikowski stated she would give a brief update of what happened 
over the past month at RPS.  She noted last month she advised that RPS had a 
few staff vacancies.  This month, an individual accepted RPS’s offer to be a 
clerical specialist, and RPS is excited to have him start on March 9.  Ms. 
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Bronikowski explained that RPS has two other vacancies for which RPS is 
currently conducting interviews. She expressed her hope that RPS will have 
candidates for those positions in the next few weeks.  Ms. Bronikowski then 
stated in March she is planning on requesting two positions from the County 
Board.  The first is a developer who can do coding, testing and quality 
assurance.  She anticipates this individual would work hand-in-hand with Joxel 
Consultants, and then ultimately take over the responsibility from Joxel.  Ms. 
Bronikowski stated that the other position she will be requesting is a compliance 
and research analyst who can work to translate changes, either procedural 
changes or changes that result from a court ruling or Ordinance change, into the 
V3 System.  Ms. Bronikowski noted RPS will also be requesting that an existing 
communications specialist position, which is currently vacant, be abolished and 
re-created as a retirement analyst position.   

Ms. Bronikowski next reviewed the plans for the rescheduled preretirement 
session.  She stated it will be on March 26 at the Wilson Park Senior Center.  
Ms. Bronikowski noted that they were able to secure all the same presenters and 
vendors that had agreed to the original date, which was cancelled due to a power 
outage.  Ms. Bronikowski explained that this session is typically a half-day 
session for employees who want to know more information about their 
retirement-related benefits, including ERS pension benefits, retiree health and 
life insurance and Social Security.  She further explained that a representative 
from the Department on Aging attends as does a representative of the Retired 
Employees of Milwaukee County (“REMCO”).   

Ms. Bronikowski then stated that RPS recently attended as a vendor the health 
and safety fair at the Zoo.  She explained that each year the Zoo puts on a 
week-long fair where they offer different safety trainings for Zoo employees.  
RPS had a vendor table there to allow members to stop by between trainings 
and ask questions about retirement.  Ms. Bronikowski noted that it was 
successful and the Zoo enjoyed having RPS attend.   

Ms. Bronikowski concluded by discussing the major annual projects that RPS is 
working on.  She stated they are working to resolve data questions going back 
and forth between RPS and the actuary on the valuation.  Ms. Bronikowski 
stated that is on track.  She further stated RPS is also following its planned 
schedule and working through some of the requests from the auditors related to 
ERS’s financial audit.   

(b) Retirements Processed   

Ms. Bronikowski continued by reviewing the retirements processed.  She stated 
that in January RPS processed ten new retirements.  Five were deferred, five 
were active retirements, and four of the five active retirements had backDROPs.  
Ms. Bronikowski noted that one of the backDROP was over $500,000, and the 
other three were between $100,000 and $300,000.   
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Ms. Bronikowski then stated that in February, RPS is initiating new seven 
retirements, and in March, they expect about 33 retirements.  She explained that 
typically, March is when RPS processes pension benefit payments for those 
who retire in early January.  It's a common pattern that RPS sees each year.   

(c) Fiscal Reports 

Ms. Lausier started out by noting that as Marquette stated, the net change in 
Plan assets was a negative $21.9 million.  She stated she separated out the 
returns a bit more so the Board could see the differences by asset class.  Ms. 
Lausier explained that U.S. Equities were down $18.5 million, International 
Equities were down $8.5 million, and Real Estate was down $12.5 million. 
Fixed Income was up $7 million and Infrastructure was up $3 million, which 
helped mitigate some of the losses.   

Ms. Lausier next explained that the net Plan assets are at $1.711 billion, and to 
cover the monthly disbursements in January, her office raised $10 million from 
Boston Partners, which is U.S. Equity.   

Ms. Lausier proceeded to review the Funds Approved Report.  She explained at 
the December Pension Board meeting, the Pension Board approved $52 million 
for estimated first quarter needs.  Ms. Lausier stated that ERS has a surplus of 
$7.5 million from 2019, so it had $59.5 million available.  In January, ERS 
transferred $18 million, and in February ERS will be transferring $17 million 
with $24.5 million surplus.  Ms. Lausier noted it is likely that ERS will need a 
significant portion of that surplus in March, as there are a number of March 
retirees who are taking backDROPs.   

Ms. Lausier next reviewed the capital calls and disbursements.  She stated that 
ERS had distributions of $8.3 million in December.  This was comprised of 
about $5 million in cash and $3.3 million from JP Morgan.  Ms. Lausier 
clarified that this automatically reinvests, so it was not received in cash. 

In response to a question from the Vice Chair, Ms. Lausier clarified that there 
were three changes to the December report, so she wanted to show those 
changes. 

Ms. Lausier continued by stating that there was one capital call in January from 
Siguler Guff Fund III for just under $1.3 million.  She stated there has not been 
a lot of activity on the capital call side.   

11. Administrative Matters 

(a) Annual Meeting 

The Vice Chair asked Ms. Bronikowski to provide an update on the Annual 
Meeting.  Ms. Bronikowski explained she wanted to ensure ERS could make an 
announcement to retirees about the date in February, so it was discussed at 
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Audit Committee.   Ms. Bronikowski further explained that ERS is planning on 
having the Annual Meeting on April 22nd at the Zoofari Center.  She stated the 
start time is not yet confirmed because she wanted the Board’s input on whether 
to start the meeting earlier or later than prior years.  Ms. Bronikowski explained 
that in the past, the Board has had a business meeting ahead of time, but it may 
make more sense this year to have the business meeting afterwards.  She noted 
the Zoofari Center does not have a separate private room, so the business 
portion would have to be moved to a different location, a different time, or a 
different day. 

The Vice Chair asked what the options were.  Ms. Bronikowski stated the Board 
has some options.  One could be to start the Annual Meeting earlier, and then 
have the business meeting afterwards.  Otherwise, the Board could schedule the 
business meeting on a different day, or at a different location.  The Board and 
Ms. Bronikowski discussed further the different options and the downsides to 
each.   

In response to a question about cancelling April’s business meeting, Ms. Lausier 
noted that Segal is scheduled to present their assumptions report at that meeting.  
She explained it is important to keep that timeline so Segal will be able to 
present their report at the May meeting.   

After some additional discussion about viable alternatives, Ms. Bronikowski 
stated she would confirm Segal’s timeline and if they have to present at the 
April meeting, discuss the alternatives with the Audit Committee.  

12. Adjournment 

The meeting adjourned at 12:07 p.m. 

Submitted by Erika Bronikowski, 
Secretary of the Pension Board 

  



 

18 
43158426v2 

   
 

 
 
 

 

SECRETARY'S CERTIFICATE 

The Pension Board of the Employees' Retirement System of the County of Milwaukee ("Pension 
Board") adopted a motion at its regular monthly meeting held on February 26, 2020 to provide 
comments summarized below regarding the proposed Ordinance amendments to section 
201.24(8.2):  
 
The Pension Board appreciates any effort from the County Board to amend the language 
in the Ordinances that provides further clarity to the Pension Board and ERS.   

Dated:  February 27, 2020. 
 

Certified by: 

 

___________/s/_______________ 
Erika Bronikowski, Secretary 

 Pension Board of the Employees' 
Retirement System of the County 
of Milwaukee 
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