MINUTES

POLICE OFFICERS' & FIREFIGHTERS'
RETIREMENT COMMITTEE MEETING

THURSDAY - JUNE 2, 2016 - 9:00 AM

PRESENT A ALSO PRESENT
Sgt. Leo Socorro — Chair Charlie Mulfinger/Scott Owens — Graystone
(Ret) Chief Linda Loizzo Pedro Herrera — Sugarman & Susskind
Sgt. Mo Asim Eric Leventhal — Kabat Schertzer
Councilwoman Beth Spiegel Martin Lebowitz — Pension Administrator

Renaldo Gayle — Asst. Plan Administrator

- ABSENT
Mayor George Vallejo

~ DEPARTMENT REPRESENTATIVES

L. ROLL CALL

The meeting was called to order at 9:12 a.m. by Trustee Leo Socorro, followed by a roll call of
the Trustees by Martin Lebowitz.

Il. PUBLIC COMMENTS

Firefighter representative, Mr. William Dresback informed the board that he recently attended
the Police & Fire conference in Tallahassee and he learnt that pension plans around the state
are no longer investing in Fixed Assets. He added that there is more diversification.

Mr. Dresback’s comments were acknowledged and Trustee Socorro stated that the board will
discuss this topic with the investment consultant.

There were no additional public comments.

1. GRAYSTONE CONSULTING — Q/E 3/31/2016

Charlie Mulfinger introduced representatives from Private Advisors. He stated they are in
attendance to discuss the process of liquidating their fund. The board was recently notified of
this by Mr. Mulfinger. The reason for liquidation is that they have large redemptions and they
don’t want any particular investment group to be treated unfairly. They want everyone to get
their money back. The important pf this meeting was stressed because the board must
decide where to put the funds upon receipt.

« PRIVATE ADVISORS

Christopher Mackay and Laura Baird introduced themselves to the board. A
brief history of their investment strategies was provided. Mr. Mackay described
it as a low volatility hedge fund. He provided the board with printouts of how
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Private Advisors performed relative to their peers. He stated that the fund
underperformed and went into details about the contributing factors. Funds are
available for redemption or liquidity semi-annually; December 31%t and June
30", As of June 30", Private Advisors will no longer be charging any fees,
however, the underlying hedge fund managers will continue to charge fees
accordingly. All capital will be returned to all clients. The goal now is to
maximize the liquidity of the fund. He assured the board that the remaining
portfolio will still remain invested in the strategy that they were hired for in order
to maximize its value. Despite no fees being charged by Private Advisors, they
will still have a team in place that will continue to monitor the investments but
no new investments will be made.

Scott Owens discussed the economy and market. He elaborated on the impact it has had on
the previous quarters and stated that there was and will be a lot of volatility.

Mr. Mulfinger provided a performance summation of the individual managers for the quarter.
The plan is slightly overweighted in Large Cap Value, Mid Cap and International Growth.
Large Cap Growth, Small Cap Value and International Value are underweighted. The plan is
currently at 55.43% in stocks versus the target of 55%. Fixed Income, Hedge Funds and
Real Estate are all within range. This means rebalancing is not necessary but asset
allocation will have to be reviewed based on the decision of Private Advisors. He presented
the performance report, indicating a total portfolio market value on 3/31/2016 of $92,883,116
(including accrued income). This represents a net decrease in value from the previous
quarter of $2,792,574. Please see attached Summary of Relevant Facts as of March 31,
2016.

Mr. Mulfinger went on to discuss the next steps as it relates to the closing of the Private
Advisors fund and asset allocation. He presented an Asset Allocation Analysis to the board.
See attached Asset Allocation Analysis.

The trustees discussed changing the investment policy. Trustee Beth Spiegel suggested that
the board review the asset allocation on an annual basis going forward. She stated that we
should start this as of December 2017. The board members agreed.

After discussion, motion by Trustee Beth Spiegel, seconded by Trustee Mo Asim, to take 5%
of Hedge Funds and rearrange it by placing 2.5% into Real Estate, 1.25% into International
Growth and 1.25% into International Value,

Motion carried unanimously

Martin Lebowitz questioned the distribution of the funds since all will not be received at the
same time. Mr. Mulfinger responded by stating that the first 48% that comes in will fund real
estate and should go in by September 30". The balance will then be allocated pursuant to
the new investment policy.

Pedro Herrera informed the trustees that there should be a motion on record addressing the
revision of the investment policy statement since the allocation was just changed.
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Trustee Beth Spiegel made motion, seconded by Trustee Mo Asim to modify the Investment
Policy to change the equity investment to 57.5% which will account for 1.25% increase in
International Value, 1.25% increase in_International Growth and increase Real Estate to
7.5%. Also, adjust the ranges appropriately and an annual review of policy goals every
December going forward.

Motion carried unanimously

Mr. Herrera advised that pursuant to state law, the new IPS will become effective in 31 days
(or 30 days from enactment).

IV.  AUDITOR’S REPORT - 9/30/2015

Eric Leventhal, CPA presented the September 30, 2015 Annual Financial Statement Audit. He
opened up by stating that it is an unmodified opinion and this is what the Trustees, City and
State are looking for. He briefly discussed the information in the report.

A draft version of the audit report was presented at the March 3, 2016 board meeting. There
being no significant changes, the Trustees had no questions or concerns.

Motion by Trustee Linda Loizzo, seconded by Trustee Beth Spiegel, to accept the Annual
Financial Statement Audit for the fiscal year ending September 30, 2015.

Motion carried unanimously

V. SALEM TRUST — GLOBE TAX INFO.

Mr. Brad Rinsem presented the board with information on Globe Tax. Salem has partnered
with Globe Tax in order to recover tax related expenditures on behalf of their clients. As it
relates to this pension plan, there is approximately $40,000 available to be reclaimed as of
September 30, 2015. If the board decides to sign up for the service, they will monitor foreign
tax investment activity on a monthly basis and calculate any taxes that are paid and file a
reclaim for the amount. The service is paid for when a claim is made. If there are no funds
claimed, only an annual fee of $200 per account is charged. There is an initial filing fee of $85
that is paid to the taxing authority in the United States. Globe Tax charges 20% of any collected
funds and Salem Trust charges 5%. Mr. Rinsem is recommending that the board sign up for
the service.

Trustee Beth Spiegel asked Mr. Herrera if any sort of research has been done regarding Globe
Tax to make sure there are no pending claims or allegations of fraud etc. His response was
that there has been no due diligence as it relates to Globe Tax on their part as this was the first
time the matter had been raised. Trustee Spiegel then stated that she would like this topic
deferred to the September 12" meeting and ask the administrator and attorney to do some
research into Globe Tax. The board agreed and this the topic will appear on the next agenda
for a vote.
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VI. APPOINTMENT OF 5™ SEAT ON THE COMMITTEE

Mr. Lebowitz informed the board that the two years have expired for the 5! seat and it is time
to make an appointment.

Trustee Mo Asim made motion, seconded by Trustee Leo Socorro to retain Trustee Linda
Loizzo as the 5" committee member.

Roll Call:

Trustee Leo Socorro Yes
Trustee Mo Asim Yes
Trustee Beth Spiegel Yes

Motion carried

VIl. ATTORNEY’S REPORT

Mr. Herrera provided a brief update regarding the pending lawsuit. He stated that the
intervenors and bargaining unit have signed off on the settlement. The City Council recently
passed two resolutions at their last meeting based on the new bargaining agreement. There will
be a second meeting on June 7. This will be the second reading and it is understood that the
lawsuit will be dismissed then after enactment of the ordinance accordingly.

The pending disability case for Jose Marin is moving forward with an Independent Medical
Exam scheduled for June 20t. Once this is done, a report will be provided to the attorney and
the pension board for further action.

Mr. Herrera reminded the board of the importance of filing the Financial Disclosure form and

that Trustees should get a receipt when this is done. The form must be filed in the county
that trustees reside.

VI. ADMINISTRATIVE EXPENSES - 9/30/2016

Mr. Lebowitz presented the board with an administrative expenses document. He stated that
this is a new requirement and the numbers are estimated. Mr. Herrera added that this is a
budget requirement from the state based on a change to the law last year. The board had
some questions and decided to move this item to the agenda for the next meeting.
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Vill. APPROVAL OF MINUTES — 3/3/2016 & 5/3/2016

Motion by Trustee Mo Asim, seconded by Trustee Linda Loizzo, to approve minutes of
3/3/2016 and 5/3/2016.

Motion carried unanimously

Xl.  APPROVAL OF INVOICES

Trustee Beth Spiegel had some questions and concerns regarding Buck Consultants’ invoice.
She stated that she was not pleased with the charges. She also asked Mr. Mulfinger to contact
Wedgewood about lowering their fees given their performance.

After discussion, motion by Trustee Linda Loizzo, seconded by Trustee Mo Asim, to approve
all invoices.

Motion carried unanimously

INVOICES:

Wedgewood - Equity Management Fees $19,770.00
Garcia Hamilton — Fixed Management Fees 17,076.74
Morgan Stanley Smith Barney — Consulting Fees 8,125.00
HGK — Management Fees 16,652.25
GW Capital — Management Fees 8,234.89
GW Capital — Management Fees — Final Invoice 744.06
MDT — Management Fees 9,950.97
Renaissance — Management Fees 7,854.38
Thornburg — Management Fees 7,191.94
Buck Consultants — Actuaries Fees 39,754.00
Salem Trust Co. — Custody Fees 9,882.15
Sugarman & Susskind — Legal Fees 7,050.00
Kabat — Schertzer De La Torre — Taraboulos — Auditor 480.00
TOTAL $152,766.38

The next scheduled meeting is on September 12, 2016. Meeting was adjourned at 11:21
a.m.

Renaldo Gayle, Asst. Pension Administrator
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