MINUTES
ROCKFORD FIREFIGHTERS’ PENSION FUND
December 17, 2015

A regular meeting of the Board of Trustees of the Rockford Firefighters’ Pension Fund was held on
Thursday, December 17, 2015, at 3:15 p.m. on the second floor of the Fire Department Administrative

Building at 204 S. First Street, Rockford, Illinois, pursuant to notice.

CALL TO ORDER
The meeting was called to order at 3:15 p.m. Upon a call of the roll, the following answered:
ATTENDED: Alan Granite, President Brian Carlson, Secretary

Tracy Renfro, Trustee

ABSENT: Chris Black, Trustee/City Finance Director Michael White, Trustee
STAFF: Linda Wlaznik, Pension Investment Accountant  Judi Yehling, Recording Secretary

GUESTS: Attorney Vladimir Shuliga, Ottosen Britz Mike Piotrowski, Marquette Associates
Clark Koertner, Segall Bryant & Hamill

I. PUBLIC COMMENT -- None

II. MINUTES
e The November 19, 2015, minutes of the regular meeting were presented. Tracy Renfro made a
motion to approve the minutes as presented and Brian Carlson seconded the motion. Upon a voice
vote, the motion passed.

III. APPROVAL OF APPLICATIONS/PENSION CHANGES
e Geraldine Wahlstrom passed away and her surviving spouse benefit will terminate. Alan Granite
made a motion, seconded by Tracy Renfro, to approve the termination of Gerald Wahlstrom’s

pension. A roll call vote was taken:
Ayes: Alan Granite  Brian Carlson
Tracy Renfro

Nays: None
Absent: Chris Black Michael White

e Application for Firefighter Andrew Nanni‘s surviving spouse, Vivian Nanni, was received. Brian
Carlson made a motion, seconded by Tracy Renfro, to approve the surviving spouse pension for

Vivian Nanni. A roll call vote was taken:

Ayes: Alan Granite  Brian Carlson
Tracy Renfro

Nays: None
Absent: Chris Black Michael White

IV. DISBURSEMENTS

e Brian Carlson made a motion to approve the December payroll of $1,357,714.86. Tracy Renfro
seconded the motion. A roll call vote was taken:
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Ayes: Alan Granite Brian Carlson
Tracy Renfro

Nays: None
Absent: Chris Black Michael White

* Invoices totaling $12,354.80 as shown in the warrant packet were presented. A motion was made by
Alan Granite, and seconded by Tracy Renfto, to pay the invoices as presented in the warrant packet.
A roll call vote was then taken:

Ayes: Alan Granite Brian Carlson
Tracy Renfro

Nays: None
Absent: Chris Black Michael White

V. CASH & INVESTMENTS

e Clark Koertner of Segall Bryant & Hamill, a fixed income manager for the Fund, presented
Segall’s performance review as of December 17, 2015. -

o Koertner began by saying that Segall is a high quality manager. He commented that the Feds
had raised interest rates and that bond managers are “just muddling along” and it should be an
“interesting time” given the upcoming elections.

o Segall Bryant has not changed its philosophy or process. It is a Chicago-based firm but also
have offices in St. Louis, Philadelphia and Naples, Florida. The firm has continued to grow and
there are 19 principals with 5 persons in the new Philadelphia office which handles non-U.S.

investments.

o There are three partners on the Fixed Income team. Their consistent management style provides
consistent investment results and they have outperformed over 80% of the months.

o At the beginning of the year the portfolio was at a little over $23 million. There was a little bit
of negative cash flow and over the course of the year Segall made $322,872. Segall has trailed
the benchmark by 5 basis points the first half of the year but has picked up a lot in the past 6
months despite a lot of volatility. Through December, Segall is up 30 basis points for the fourth

quarter.

o Page 7 of the report shows that Segall is not a yield or treasury manager; it is overwei ght to high
quality corporates. Koertner cited the fact that in 2008 when “corporates blew up,” they

outperformed by over 9%.

o Page 8 shows the market dynamics and the sector weightings: overweight to credit, industrials
and utilities and underweight to financial. Segall has over 50% in high-quality credit and don’t

invest in foreign securities.

o In discussing the market in general, he cited the bond mutual fund company that “blew up” last
Friday stating that like many of the companies, 6.5 of their top 10 holdings were “big issue”
financials which were supported by the quantitative easing which is now done. “Big issues
don’t mean high quality. There’s a lot of risk to buying these issues.” Segall buys smaller
issues that aren’t in the mutual fund and are not dependent on leverage to survive — business
models that are stable and not dependent on debt but “very much blue chip.” According to
Koertner this makes Segall “very different from (other) bond managers right now.”
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e Mike Piotrowski commented upon Segall’s departure that since Segall was funded in 2012, its
return has been somewhat disappointing but it should do well in the future. Marquette has a lot of

confidence in Segall and it does well in tough markets.
e Mike Piotrowski presented Marquette Associates’ Flash Report as of November 30, 2015:

o Through the end of November the fFnd was at $150.8 million and virtually in line with the
target policies with two exceptions: little underweight to non-U.S. equities and little overweight

to real estate.

o Looking at page 8 of the report, the month was slightly negative or flat, down 10 basis points
net of fees but up for the year by 1.3%.

o On pages 9 and 10, you can see that the only place that could have eamed the 7.5% assumed
rate was real estate. However, Marquette believes that with the Feds upping the interest rates,
the market will do better. Not a lot has changed and we should focus on fundamentals now.

o Most of the managers are doing well. Fiduciary is in positive territory for the year and
Manning-Napier performance has improved although Marquette is continuing to monitor them.
Principal is up 12% YTD. Bonds have been a “tough market” and U.S. equities have done okay
but the international market has “struggled this year.” However, their expectation is that the
international stocks will do well for the fund next year.

Mike Piotrowski provided the Board with the most recent update of the assets which shows that
the Ffund is in compliance and there is no need to re-balance.

Cash needs-are $1 million but the recommendation is to raise $2 million in cash for both this
month and the following month so there is a “little bit of a buffer.” Since the Fund is $4 million
overweight in the Principal Property Fund the recommendation is to bring it down a little bit and
take the whole $2 million from Principal putting the Fund closer in line with the policy. This will
put at least 35% in cash and fixed income as both a buffer and provide some re-balancing. Tracy
Renfro made a motion, seconded by Brian Carlson, to take $2 million from the Principal Property
Fund to cover cash needs. A roll call vote was taken:

Ayes: Alan Granite Brian Carlson
Tracy Renfro

Nays: None

Absent:  Chris Black Michael White

Mike Piotrowski asked the Board to give him and Linda Wlaznik authority to raise additional cash
at the end of the month to re-balance if necessary. Cash should be 1% of the Fund so it would be
the authority to take up to $1.5 million. Right now everything is fine but it would be good to have
the authority to obtain additional cash for re-balancing. If it becomes necessary it would be taken
equally from the Vanguard Value and Institutional Index Funds to be put into cash to keep the fund
in compliance. Mike Piotrowski stressed that the DOI “doesn’t do anything...just notes” if the
Fund is not in compliance; there is no fine or other penalty. A motion was made by Brian Carlson,
and seconded by Alan Granite, to authorize Marquette and Linda Wlaznik to remove up to $1.5
million in cash from the Vanguard Value and Institutional Index Funds in equal amounts if needed
to put the pension Fund in compliance at the end of the year. A roll call vote was taken:

Ayes: Alan Granite Brian Carlson
Tracy Renfro

Nays: None
Absent: Chris Black Michael White

3of5



VI.

VIL

* Two e-mails were sent out to the Board. One is the search for another international fund but

Marquette is still comfortable with Manning & Napier. Marquette also provided an asset
allocation study that models the portfolio taking out Vanguard REITS versus the current allocation
but this really showed no changes and they recommend just keeping the allocations as they are.
Even taking half out of Manning & Napier now and putting it in an index fund rather than
eliminate it all together is another option but Marquette “is comfortable for right now.”

Records of purchases and sales were distributed. Alan Granite made a motion, seconded by Brian
Carlson, to approve the purchases and sales for the month. A roll call vote was taken:

Ayes: Alan Granite  Brian Carlson
Tracy Renfro

Nays: None

Absent:  Chris Black Michael White

OLD BUSINESS

Attorney Shuliga informed Board that in Carla Heitter’s disability case the workmen’s comp/PMA
attorneys e-mailed Ottosen-Britz that they would be supplying the responsive documents to
Ottosen within the next few days but to date they have not yet received anything. Attorney
Shuliga commented that workmen’s comp is always the biggest issue in cases like these. Although
it’s a bit long between issuing the subpoenas in August and still not receiving anything in
December, going to court would only slow down the process per Attorney Shuliga. Once that all
the records are received, Ottosen would set up the appointments and send the records to the IME
doctors. The typical turnaround after the appointment to receive reports back from the doctors is
two weeks. Once that is accomplished, a hearing date can be set.

Reporting on the IME status of those currently receiving disability pensions, Albaugh and
Gasparini have been qualified as disabled. Peterson had his appointment on October 23™ with Dr.
Younger but Dr. Younger’s report hasn’t been received yet.

Linda Wlaznik reported that Patrick Tassoni has been officially declared a ward of the State and it
provided documentation that it is in fact guardian now. The checks can be released with the
paperwork received. Attorney Shuliga advised Board to send the paperwork to Attorney Clifford for her
review.

NEW BUSINESS

A discussion was held and Tracy Renfro made a motion to approve stipend for Judi Yehling of
$300.00 for secretarial services. Alan Granite seconded the motion. A roll call vote was taken:

Ayes: Alan Granite  Brian Carlson
Tracy Renfro

Nays: None

Absent:  Chris Black Michael White

Every six months the Board is required to review the minutes of any closed session and what, if any audio
tapes are eligible for destruction. Tracy Renfro made a motion, seconded by Brian Carlson, for all closed
session minutes to remain closed. A roll call vote was taken:

Ayes: Alan Granite Brian Carlson
Tracy Renfro

Nays: None
Absent: Chris Black Michael White
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e Linda Wlaznik provided the 2016 Meeting Schedule to the Board. Tracy Renfro made a motion to approve
the schedule as presented. Alan Granite seconded the motion. A roll call vote was taken:

Ayes: Alan Granite ~ Brian Carlson
Tracy Renfro

Nays: None
Absent: Chris Black Michael White

VIII. TRAINING

e There is a program at the end of January presented by the Northern Illinois Association of Fire
Districts that could be used for training if anyone is interested.

IX. CLOSED MEETING — None required.

X. ADJOURNMENT
A motion was made to adjourn the meeting. Motion carried and meeting was adjourned at 4:00 p.m.

Next regular meeting is January 21, 2016, at 3:00 p.m.

Signed: Prepared by:

Pl ok

Brian Carlson, Secretary

St ~/E
Date ' Date

Judith Yehling, Recording Secretary

Approved by the Board of Trustees at its January 21, 2016, meeting.
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