The Rules Committee offers the first substitute to file no. 2013-669:

Introduced by Council Member Schellenberg:

ORDINANCE 2013-669
AN ORDINANCE Amending SECTION 121.101(Control and administration of Police and fire pension fund), Chapter 121 (Police and firefighters pension plan), ORDINANCE CODE, to add a new subsection (f), AUTHORIZING DIVERSIFICATION OF INVESTMENT AS AUTHORIZED BY THE APPLICABLE PROVISIONS OF ARTICLE 22, CHARTER; PROVIDING AN EFFECTIVE DATE.
WHEREAS, the provisions of Article X, paragraph 28 of the Restated Agreement between the City of Jacksonville and the Police and Fire Pension Board among other things provide for the parties to make available to each other on a continuing basis, all information that is necessary to insure the success of this Agreement and to work harmoniously to recodify existing Police and Fire Pension Ordinance consistent with the intent of the Agreement and existing practice; and,

WHEREAS, diversification is one of general techniques for reducing investment risk. Diversification is a risk management technique that mixes a wide variety of investments within a portfolio. The rationale behind this technique contends that a portfolio of different kinds of investments will, on average, yield higher returns and pose a lower risk than any individual investment found within the portfolio; and,
WHEREAS, diversification strives to smooth out unsystematic risk events in a portfolio so that the positive performance of some investments will neutralize the negative performance of others. Therefore, the benefits of diversification will hold only if the securities in the portfolio are not perfectly correlated, and,
WHEREAS, Article 22.02(d) and 22.04(b), Charter of the City of Jacksonville, provide the Board shall have the authority to invest and reinvest the assets of the plan without regard to any limitation in chapters 175 and 185, Florida Statutes, and shall be bound by the provisions of chapter 112, part VII, Florida Statutes, and the applicable provisions of s. 215.47, Florida Statutes.

WHEREAS, the Police and Fire Pension Board of Trustees has adopted a Resolution requesting the City Council to amend the Ordinance Code to codify the investment authority granted the Board in Article 22, and authorize investments under the applicable provisions of s. 215.47, Florida Statutes; now therefore, 

BE IT ORDAINED by the Council of the City of Jacksonville:
Section 1. 
Amending Section 121.101 (Control and Administration of Police and Fire Pension Fund), Chapter 121 (Police and Firefighters Pension Plan), Ordinance Code, to add a new subsection (f).
Section 121.101 (Control and Administration of Police and Fire Pension Fund), Chapter 121 (Police and Firefighters Pension Plan), Ordinance Code, is hereby amended to add a new subsection (f) to read as follows:
CHAPTER 121.  Police and Firefighters Pension Plan.

*  *  *

PART 1.  Police and Fire Pension Fund Administration.

*  *  *

Sec. 121.101.  Control and Administration of Police and Fire Pension Fund.
* * *
(f)  The Board is authorized to invest and reinvest the assets of the Pension Fund in:

(1)  Any lawful investment as provided in applicable provisions of s. 112.661, 175.071, 185.06, 215.47, Florida Statutes, and "Alternative Investments" defined as:

(a)  “Alternative investment” means an investment by the Board in a private equity fund, venture fund,  or distress fund or a direct investment in a portfolio company through an investment manager.

(b)  “Alternative investment vehicle” means the limited partnership, limited liability company, or similar legal structure or investment manager through which the Board invests in a portfolio company.

(c)  “Portfolio company” means a corporation or other issuer, any of whose securities are owned by an alternative investment vehicle or the  Board and any subsidiary of such corporation or other issuer.

(d)  “Portfolio positions” means individual investments in portfolio companies which are made by the alternative investment vehicles.

(e)  “Proprietor” means an alternative investment vehicle, a portfolio company in which the alternative investment vehicle is invested.

Provided the investment is permitted in the written investment policy adopted by the Board as provided in chapter 112, part VII, Florida Statutes. Notwithstanding the foregoing, the Board is not authorized to invest in hedge funds.  

Prior to the adoption of any change in asset allocation or the introduction of a new asset class, the Board shall give 10 days written notice of the meeting at which the proposed change shall be considered to the City Council Finance Committee.

Section 
2.
On October 4, 2013, the Executive Director – Administrator requested guidance from the State Division of Retirement on expansion of investment options by the Police and Fire Pension Board.  The request from the Executive Director – Administrator and response dated October 10th, 2013 from Keith Brinkman, Bureau Chief of the Bureau of Local Retirement Systems is attached hereto as Exhibit 1.
Section
3. Summit Strategies, a nationally recognized Investment Consulting Company serves the Jacksonville General Employees System and Police and Fire Pension Board responded to a request of the potential positive impact of additional diversification of investments by the Police and Fire Pension Fund.  The response from Summit Strategies is attached hereto as Exhibit 2.
Section
4.
Effective Date. This Ordinance shall become effective upon signature by the Mayor or upon becoming effective without the Mayor's signature.
Form Approved:

__/s/ Paige Hobbs Johnston
Office of General Counsel

Legislation Prepared By: John Keane
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-----Original Message-----

From: Keane, John [mailto:KEANE@coj.net] 

Sent: Friday, October 04, 2013 10:35 AM

To: Brinkman, Keith

Cc: 'Robert Klausner (bob@robertdklausner.com)'; 'Dan Holmes (d_holmes@summitstrategies.com)'

Subject: Proposed investment language for Jacksonville Police and Fire Pension Fund

Good morning Chief.  Following up on our previous discussions, we seek you review and approval on inserting the following into our Ordinance Code as permitted investments for the Fund:

121.XXX  Investments. The Board is authorized to invest and reinvest the assets of the Pension Fund in:

(1)  Any lawful investment as provided in applicable provisions of s. 112.661, 175.071, 185.06, 215.47, Florida Statutes, and "Alternative Investments" defined as:

(a). “Alternative investment” means an investment by the Board in a private equity fund, venture fund,  or distress fund or a direct investment in a portfolio company through an investment manager.

(b). “Alternative investment vehicle” means the limited partnership, limited liability company, or similar legal structure or investment manager through which the Board invests in a portfolio company.

(c). “Portfolio company” means a corporation or other issuer, any of whose securities are owned by an alternative investment vehicle or the  Board and any subsidiary of such corporation or other issuer.

(d). “Portfolio positions” means individual investments in portfolio companies which are made by the alternative investment vehicles.

(e). “Proprietor” means an alternative investment vehicle, a portfolio company in which the alternative investment vehicle is invested.

provided the investment is permitted in the written investment policy adopted by the Board as provided in chapter 112, part VII, Florida Statutes.
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Date:
October 15, 2013
To:
John Keane
From:
Dan Holmes
Subject:
Proposed City Ordinance 2013-669
Per our previous telephone discussion, I am writing concerning the proposed ordinance, Ordinance 2013-669, in front of the Jacksonville City Council for consideration regarding alternative investments.  In addition I have reviewed the letter from Keith Brinkman, Bureau Chief of the Bureau of Local Retirement Systems, dated October 10, 2013 regarding the same subject.  The proposed ordinance will allow investments by the City of Jacksonville Police & Fire Pension Fund in the asset class known broadly as “private equity” through various pooled fund investment vehicles.  More specifically, the ordinance includes the following investment strategies:  private equity (traditionally buyout and growth capital), venture capital fund and distressed fund investments.   The ability to invest in this asset class, including these investment strategies, will help diversify the investment program for the Police and Fire Pension Fund.  It is anticipated that the use of this asset class will help the Pension Fund increase return and decrease risk, as measured by volatility of returns, over time.  Upon adoption of the Ordinance, it is recommended the Board of Trustees for the Pension Fund adopt a revised target allocation for the Fund, which includes a target of 5% of Pension Fund assets be invested in the private equity strategies described above in total (which also includes secondary investments in the same).   The ability to use private equity investments will also permit additional diversification of Pension Fund assets through investment in private real assets.  The asset class, “private real assets” involves the investment by the Pension Fund in private equity investment vehicles which invest in:   energy, metals and mining, farmland and timberland, and related natural resource investments.  It is anticipated this type of investment will help further reduce risk in the overall portfolio.  Accordingly, upon adoption of the Ordinance, a 5% target allocation to private real assets is also recommended for adoption by the Board of Trustees. 

Please call me if you have any questions or wish to discuss further.
8182 Maryland Avenue, 6th Floor


St. Louis, Missouri  63105


314.727.7211, fax 314.727.6068





MEMORANDUM
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Rick Scolt, Governor Craig J. Nichols, Agency Secretary

October 10, 2013

Mr. Jchn Keane, Executive Director - Administrator
Jacksonville Police and Fire Pension Fund

One West Adams Street, Suite 100

Jacksonville, FL 32202-3616

Dear Mr. Keane:

I am in receipt of your email of October 4, 2013, in which you requested comment on the acceptability
of certain amendments to the City of Jacksonville's Code of Ordinances expanding the permitted
investments in the Jacksonville police and fire pension plan’s portfolio. Pursuant to ss. 112.665(1)(c),
175.341(1) and 185.23(1), Florida Statutes, the Division of Retirement has the authority to respond to
requests involving the applicability of laws over which the Division has substantive jurisdiction.

Sections 175.071 and 185.06, Florida Statutes, set forth the default investment parameters for a
pension plan operating under chapters 175 and/or 185, F.S. These sections also provide in part that,
“...if a municipality or special fire control district has a duly enacted pension plan pursuant to, and in
compliance with, s. 175.351 [185.35], and the trustees desire to vary the investment procedures, the
trustees of such ptan must request a variance of the investment procedures as outlined herein only
through a municipal ordinance, special act of the Legislature, or resolution by the governing body of the
special fire control district ...” This authority to vary the permitted investments in the pension fund is
limited with respect to foreign securities and investments in “scrutinized companies”, later in that same
section.

The legislature has granted local law plan sponsors the ability to enlarge the range and allocation of
plan investments, with only specific limitations enumerated in the statute, and there are no further
restrictions on the permitted investments for plans operating under chapters 175 & 185. The
amendments discussed in your email do not appear to conflict with the existing statutory restrictions
and would therefore appear to be acceptable, however, we recommend that you confirm compliance
with your investment advisor and independent investment consultant as well.

It is noted, however, that the Jacksonville police and fire pension plan was established by special act of
the Florida legislature, and there have been recent amendments to the investment authority of the
board enacted by the legislature (see chapter 2009-255, Laws of Florida, expanding investment
authority in real estate from 10% to 20% of plan assets). Changes in the plan’s permitted investments
may require action by the legislature.

Sincereig, g

Keith Brinkman, Bureau Chief
Bureau of Local Retirement Systems

Cc:  Bob Klausner, Plan Attorney Dan Holmes, Summit Strategies






