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The Retirement Board will provide reasonable accommodations for 
persons with disabilities planning to attend Board meetings who 
contact the Retirement Office at least 24 hours before a meeting. 

 
AGENDA  

 
RETIREMENT BOARD MEETING  

 
 

SECOND MONTHLY MEETING 
August 28, 2019 

9:00 a.m. 
 
 

Retirement Board Conference Room 
The Willows Office Park 

1355 Willow Way, Suite 221 
Concord, California 

 
NOTICE OF TELECONFERENCE MEETING 

 
ONE OR MORE MEMBERS OF THE BOARD OF RETIREMENT FOR THE CONTRA COSTA 
COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION MAY PARTICIPATE IN THE BOARD 
MEETING, SCHEDULED FOR AUGUST 28, 2019, VIA TELECONFERENCE AT THE LOCATION 
LISTED BELOW, WHICH IS OPEN TO THE PUBLIC. 
 
TELECONFERENCE LOCATION: 
 
1516 KAMOLE STREET 
HONOLULU, HAWAII 96821 
 
THE LOCATION LISTED ABOVE IS ACCESSIBLE TO THE PUBLIC (6:00 A.M. LOCAL TIME), 
INCLUDING THOSE WITH DISABILITIES. 
 
THE RETIREMENT BOARD MAY DISCUSS AND TAKE ACTION ON THE FOLLOWING: 
 

1.  Pledge of Allegiance. 
 

2.  Accept comments from the public. 
 

3.  Approve minutes from the July 24, 2019 meeting. 
 

4.  Review of total portfolio performance for period ending June 30, 2019.  
a. Presentation from Verus 
b. Presentation from staff 

 
5.  Review of portfolio rebalancing report.  

6.  Update from Chief Investment Officer on Trident and TPG Healthcare Partners. 

7.  Investment education session: currency 
 

8.  Consider authorizing the attendance of Board: 
a. 2019 Annual Limited Partners Meeting, DLJ Real Estate Capital Partners, 

September 24, 2019, Boston, MA. 
b. 7th Annual California Institutional Forum, Markets Group, December 4, 2019, Santa 

Rosa, CA.  



 
The Retirement Board will provide reasonable accommodations for 
persons with disabilities planning to attend Board meetings who 
contact the Retirement Office at least 24 hours before a meeting. 

9.  Miscellaneous 
a. Staff Report     
b. Outside Professionals’ Report  
c. Trustees’ comments 

 



MINUTES 

RETIREMENT BOARD MEETING MINUTES 

REGULAR MEETING 
July 24, 2019 

9:00 a.m. 

Retirement Board Conference Room 
The Willows Office Park 

1355 Willow Way, Suite 221 
Concord, California 

Present: Candace Andersen, Scott Gordon, Jerry Holcombe, Jay Kwon, David MacDonald, John 
Phillips, William Pigeon, Mike Sloan, Todd Smithey and Belinda Zhu (Deputy Treasurer, 
present and voting in Russell Watts’ absence) 

Absent: Donnie Finley and Louie Kroll 

Staff: Gail Strohl, Chief Executive Officer; Christina Dunn, Deputy Chief Executive Officer; 
Timothy Price, Chief Investment Officer; Karen Levy, General Counsel; Wrally 
Dutkiewicz, Compliance Officer; Anne Sommers, Administrative/HR Manager and Tim 
Hoppe, Retirement Services Manager 

Outside Professional Support: Representing: 
John Monroe Segal Consulting 
Harvey Leiderman Reed Smith LLP 

1. Pledge of Allegiance

The Board, staff and audience joined in the Pledge of Allegiance.

2. Accept comments from the public

No member of the public offered comment.

3. Approval of Minutes

It was M/S/C to approve the minutes from the June 26, 2019 meeting. (Yes:  Andersen, Gordon,
Holcombe, MacDonald, Phillips, Pigeon, Sloan, Smithey and Zhu)

It was the consensus of the Board to move to Item 5. 

5. Appoint audit committee members

Smithey appointed John Phillips as the Chairperson, Russell Watts as the Vice Chairperson, and
Jerry Holcombe and Todd Smithey as Members-at-Large on the Audit Committee.

6. Education on pension obligation bonds

Monroe gave a brief overview of the Unfunded Actuarial Accrued Liability (UAAL) and how it is
paid noting that the present value of future benefits is what we want to fund.  He reviewed how
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POB’s are handled in the Actuarial Valuation report noting any POBs reduce the employer’s UAAL 
contribution rates. 

7. Discussion of East Contra Costa Fire Protection District request 

Monroe reviewed the following requests from Hanson Bridgett LLP on behalf of East Contra Costa 
Fire Protection District (ECCFPD): 1) that the Board of Retirement make an adjustment to address 
the treatment of ConFire’s Pension Obligation Bonds during the de-pooling and determination of the 
asset base for Cost Group #8; and 2) that the Board of Retirement consider allocating costs based on 
liabilities rather than payroll for Cost Group #8. 

Chief Brian Helmick, ECCFPD, provided background on the requests noting they have grown 
concerned with their contribution rates in the past few years.   

Chief Lewis Broschard, Contra Costa County Fire Protection District, reported this item has not been 
brought to their Board so he does not have any prepared remarks.   

8. Consider and take possible action to adopt Board of Retirement Resolution No. 2019-5, 
Funding of I.R.C. Section 115 Trust  for Other Post-Employment Benefits for CCCERA 
employees 

It was M/S/C to adopt Board of Retirement Resolution No. 2019-5, Funding of I.R.C. Section 115 
Trust for Other Post-Employment Benefits for CCCERA employees. (Yes: Andersen, Gordon, 
Holcombe, MacDonald, Phillips, Pigeon, Sloan, Smithey and Zhu) 

 
9. Presentation of the Contra Costa County Local Area Formation Commission employer audit 

report 

Dutkiewicz presented the Contra Costa County Local Area Formation Commission employer audit. 

10. Presentation of the First 5 Contra Costa Children and Families Commission employer audit 
report 

Dutkiewicz presented the First 5 Contra Costa Children and Families Commission employer audit. 

11. Presentation of the Contra Costa In-House Supportive Services Public Authority employer 
audit report 

Dutkiewicz presented the Contra Costa In-House Supportive Services Public Authority employer 
audit. 

 
12. Consider authorizing the attendance of Board: 

a. It was M/S/C to authorize the attendance of 1 Board member at the Investment Forum, 
Dimensional Fund Advisors, September 18, 2019, Santa Monica, CA.  (Yes: Andersen, Gordon, 
Holcombe, MacDonald, Phillips, Pigeon, Sloan, Smithey and Zhu) 
 

13. Miscellaneous 

(a) Staff Report – 
 
None  

 
(b) Outside Professionals’ Report – 
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None 
 

(c) Trustees’ comments -  
 
None 

 
CLOSED SESSION 
The Board moved into closed session pursuant to Govt. Code Section 54956.9(d)(1). 
 
The Board moved into open session. 
 
4. a. There was no reportable action related to Nowicki v. CCCERA, et al., Contra Costa County 

Superior Court, Case No. C17-01266. 

b. There was no reportable action related to CCCERA v. Salgado, Contra Costa County Superior 
Court, Case No. MSC19-00580. 

 
It was M/S/C to adjourn the meeting.  (Yes: Andersen, Gordon, Holcombe, MacDonald, Phillips, Pigeon, 
Sloan, Smithey and Zhu) 
 
 
 
 
             
Todd Smithey, Chairman    David MacDonald, Secretary 
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ce
. 

Po
rt
fo
lio

 T
ur
no

ve
r:
 T
he

 p
er
ce
nt
ag
e 
of
 a
 p
or
tf
ol
io
 th

at
 is
 so

ld
 a
nd

 re
pl
ac
ed

 (t
ur
ne

d 
ov
er
) d

ur
in
g 
a 
gi
ve
n 
tim

e 
pe

rio
d.
 L
ow

 p
or
tf
ol
io
 tu

rn
ov

er
 is
 in

di
ca
tiv

e 
of
 a
 b
uy

 a
nd

 h
ol
d 
st
ra
te
gy
 w
hi
le
 h
ig
h 
po

rt
fo
lio

 tu
rn
ov

er
 

im
pl
ie
s a

 m
or
e 
ac
tiv

e 
fo
rm

 o
f m

an
ag
em

en
t. 

Pr
ic
e‐
to
‐E
ar
ni
ng

s R
at
io
 (P

/E
): 
Al
so
 c
al
le
d 
th
e 
ea
rn
in
gs
 m

ul
tip

lie
r, 
it 
is
 c
al
cu
la
te
d 
by

 d
iv
id
in
g 
th
e 
pr
ic
e 
of
 a
 c
om

pa
ny

's 
st
oc
k 
in
to
 e
ar
ni
ng

s p
er
 sh

ar
e.
 G
ro
w
th
 m

an
ag
er
s t
yp
ic
al
ly
 h
ol
d 
st
oc
ks
 w
ith

 h
ig
h 

pr
ic
e‐
to
‐e
ar
ni
ng

s r
at
io
s w

he
re
as
 v
al
ue

 m
an

ag
er
s h

ol
d 
st
oc
ks
 w
ith

 lo
w
 p
ric

e‐
to
‐e
ar
ni
ng

s r
at
io
s.
 

R‐
Sq

ua
re
d:
 A
lso

 c
al
le
d 
th
e 
co
ef
fic
ie
nt
 o
f d

et
er
m
in
at
io
n,
 it
 m

ea
su
re
s t
he

 a
m
ou

nt
 o
f v

ar
ia
tio

n 
in
 o
ne

 v
ar
ia
bl
e 
ex
pl
ai
ne

d 
by
 v
ar
ia
tio

ns
 in

 a
no

th
er
, i
.e
., 
th
e 
go

od
ne

ss
 o
f f
it 
to
 a
 b
en

ch
m
ar
k.
 In

 th
e 
ca
se
 o
f 

in
ve
st
m
en

ts
, t
he

 te
rm

 is
 u
se
d 
to
 e
xp
la
in
 th

e 
am

ou
nt
 o
f v

ar
ia
tio

n 
in
 a
 se

cu
rit
y 
or
 p
or
tf
ol
io
 e
xp
la
in
ed

 b
y 
m
ov
em

en
ts
 in

 th
e 
m
ar
ke
t o

r t
he

 p
or
tf
ol
io
's 
be

nc
hm

ar
k.
 

Se
le
ct
io
n 
Ef
fe
ct
: A

n 
at
tr
ib
ut
io
n 
ef
fe
ct
 th

at
 d
es
cr
ib
es
 th

e 
am

ou
nt
 a
tt
rib

ut
ab

le
 to

 th
e 
m
an

ag
er
s' 
st
oc
k 
se
le
ct
io
n 
de

ci
sio

ns
, r
el
at
iv
e 
to
 th

e 
be

nc
hm

ar
k.
 

Sh
ar
pe

 R
at
io
: A

 m
ea

su
re
 o
f p

or
tf
ol
io
 e
ffi
ci
en

cy
. T
he

 S
ha

rp
e 
Ra

tio
 in
di
ca
te
s e

xc
es
s p

or
tf
ol
io
 re

tu
rn
 fo

r e
ac
h 
un

it 
of
 ri
sk
 a
ss
oc
ia
te
d 
w
ith

 a
ch
ie
vi
ng

 th
e 
ex
ce
ss
 re

tu
rn
. T
he

 h
ig
he

r t
he

 S
ha

rp
e 
Ra

tio
, t
he

 m
or
e 

ef
fic
ie
nt
 th

e 
po

rt
fo
lio

. S
ha

rp
e 
ra
tio

 is
 c
al
cu
la
te
d 
as
: P

or
tf
ol
io
 E
xc
es
s R

et
ur
n 
/ P

or
tf
ol
io
 S
ta
nd

ar
d 
De

vi
at
io
n.
 

So
rt
in
o 
Ra

tio
: M

ea
su
re
s t
he

 ri
sk
‐a
dj
us
te
d 
re
tu
rn
 o
f a

n 
in
ve
st
m
en

t, 
po

rt
fo
lio

, o
r s
tr
at
eg
y.
 It
 is
 a
 m

od
ifi
ca
tio

n 
of
 th

e 
Sh

ar
pe

 R
at
io
, b

ut
 p
en

al
ize

s o
nl
y 
th
os
e 
re
tu
rn
s f
al
lin

g 
be

lo
w
 a
 sp

ec
ifi
ed

 b
en

ch
m
ar
k.
 T
he

 
So

rt
in
o 
Ra

tio
 u
se
s d

ow
ns
id
e 
de

vi
at
io
n 
in
 th

e 
de

no
m
in
at
or
 ra

th
er
 th

an
 st
an

da
rd
 d
ev
ia
tio

n,
 li
ke
 th

e 
Sh
ar
pe

 R
at
io
. 

St
an

da
rd
 D
ev
ia
tio

n:
 A
 m

ea
su
re
 o
f v
ol
at
ili
ty
, o

r r
isk

, i
nh

er
en

t i
n 
a 
se
cu
rit
y 
or
 p
or
tf
ol
io
. T
he

 st
an

da
rd
 d
ev
ia
tio

n 
of
 a
 se

rie
s i
s a

 m
ea
su
re
 o
f t
he

 e
xt
en

t t
o 
w
hi
ch
 o
bs
er
va
tio

ns
 in

 th
e 
se
rie

s d
iff
er
 fr
om

 th
e 
ar
ith

m
et
ic
 

m
ea
n 
of
 th

e 
se
rie

s.
 F
or
 e
xa
m
pl
e,
 if
 a
 se

cu
rit
y 
ha

s a
n 
av
er
ag
e 
an

nu
al
 ra

te
 o
f r
et
ur
n 
of
 1
0%

 a
nd

 a
 st
an

da
rd
 d
ev
ia
tio

n 
of
 5
%
, t
he

n 
tw

o‐
th
ird

s o
f t
he

 ti
m
e,
 o
ne

 w
ou

ld
 e
xp
ec
t t
o 
re
ce
iv
e 
an

 a
nn

ua
l r
at
e 
of
 re

tu
rn
 

be
tw

ee
n 
5%

 a
nd

 1
5%

. 

St
yl
e 
An

al
ys
is
: A

 re
tu
rn
 b
as
ed

 a
na

ly
sis

 d
es
ig
ne

d 
to
 id

en
tif
y 
co
m
bi
na

tio
ns
 o
f p

as
siv

e 
in
ve
st
m
en

ts
 to

 c
lo
se
ly
 re

pl
ic
at
e 
th
e 
pe

rf
or
m
an

ce
 o
f f
un

ds
 

St
yl
e 
M
ap

: A
 sp

ec
ia
liz
ed

 fo
rm

 o
r s
ca
tt
er
 p
lo
t c

ha
rt
 ty

pi
ca
lly
 u
se
d 
to
 sh

ow
 w
he

re
 a
 M

an
ag
er
 li
es
 in
 re

la
tio

n 
to
 a
 se

t o
f s
ty
le
 in

di
ce
s o

n 
a 
tw

o‐
di
m
en

sio
na

l p
la
ne

. T
hi
s i
s s

im
pl
y 
a 
w
ay
 o
f v

ie
w
in
g 
th
e 
as
se
t l
oa

di
ng

s 
in
 a
 d
iff
er
en

t c
on

te
xt
. T
he

 c
oo

rd
in
at
es
 a
re
 c
al
cu
la
te
d 
by

 re
sc
al
in
g 
th
e 
as
se
t l
oa

di
ng

s t
o 
ra
ng

e 
fr
om

 ‐1
 to

 1
 o
n 
ea

ch
 a
xi
s a

nd
 a
re
 d
ep

en
de

nt
 o
n 
th
e 
St
yl
e 
In
di
ce
s c

om
pr
isi
ng

 th
e 
M
ap

. 



 D
is

cl
ai

m
er

 
 

 Th
is 
re
po

rt
 c
on

ta
in
s c

on
fid

en
tia

l a
nd

 p
ro
pr
ie
ta
ry
 in

fo
rm

at
io
n 
an

d 
is 
su
bj
ec
t t
o 
th
e 
te
rm

s a
nd

 c
on

di
tio

ns
 o
f t
he

 C
on

su
lti
ng

 A
gr
ee

m
en

t. 
It 
is 
be

in
g 
pr
ov

id
ed

 fo
r u

se
 so

le
ly
 b
y 
th
e 
cu
st
om

er
. T
he

 re
po

rt
 

m
ay
 n
ot
 b
e 
so
ld
 o
r o

th
er
w
ise

 p
ro
vi
de

d,
 in

 w
ho

le
 o
r i
n 
pa

rt
, t
o 
an

y 
ot
he

r p
er
so
n 
or
 e
nt
ity

 w
ith

ou
t w

rit
te
n 
pe

rm
iss

io
n 
fr
om

 V
er
us
 A
dv

iso
ry
, I
nc
., 
(h
er
ei
na

ft
er
 V
er
us
) o

r a
s r
eq

ui
re
d 
by
 la
w
 o
r a

ny
 

re
gu

la
to
ry
 a
ut
ho

rit
y.
 T
he

 in
fo
rm

at
io
n 
pr
es
en

te
d 
do

es
 n
ot
 c
on

st
itu

te
 a
 re

co
m
m
en

da
tio

n 
by

 V
er
us
 a
nd

 c
an

no
t b

e 
us
ed

 fo
r a

dv
er
tis
in
g 
or
 sa

le
s p

ro
m
ot
io
n 
pu

rp
os
es
. T
hi
s d

oe
s n

ot
 c
on

st
itu

te
 a
n 
of
fe
r 

or
 a
 so

lic
ita

tio
n 
of
 a
n 
of
fe
r t
o 
bu

y 
or
 se

ll 
se
cu
rit
ie
s,
 c
om

m
od

iti
es
 o
r a

ny
 o
th
er
 fi
na

nc
ia
l i
ns
tr
um

en
ts
 o
r p

ro
du

ct
s.
 

  Th
e 
in
fo
rm

at
io
n 
pr
es
en

te
d 
ha

s b
ee

n 
pr
ep

ar
ed

 u
sin

g 
da

ta
 fr
om

 th
ird

 p
ar
ty
 so

ur
ce
s t
ha

t V
er
us
 b
el
ie
ve
s t
o 
be

 re
lia
bl
e.
 W

hi
le
 V
er
us
 e
xe
rc
ise

d 
re
as
on

ab
le
 p
ro
fe
ss
io
na

l c
ar
e 
in
 p
re
pa

rin
g 
th
e 
re
po

rt
, i
t 

ca
nn

ot
 g
ua

ra
nt
ee

 th
e 
ac
cu
ra
cy
 o
f t
he

 in
fo
rm

at
io
n 
pr
ov

id
ed

 b
y 
th
ird

 p
ar
ty
 so

ur
ce
s.
 T
he

re
fo
re
, V

er
us
 m

ak
es
 n
o 
re
pr
es
en

ta
tio

ns
 o
r w

ar
ra
nt
ie
s a

s t
o 
th
e 
ac
cu
ra
cy
 o
f t
he

 in
fo
rm

at
io
n 
pr
es
en

te
d.
 V
er
us
 

ta
ke
s n

o 
re
sp
on

sib
ili
ty
 o
r l
ia
bi
lit
y 
(in

cl
ud

in
g 
da

m
ag
es
) f
or
 a
ny

 e
rr
or
, o

m
iss

io
n,
 o
r i
na

cc
ur
ac
y 
in
 th

e 
da

ta
 su

pp
lie
d 
by
 a
ny

 th
ird

 p
ar
ty
. N

ot
hi
ng

 c
on

ta
in
ed

 h
er
ei
n 
is,
 o
r s
ho

ul
d 
be

 re
lie
d 
on

 a
s a

 p
ro
m
ise

, 
re
pr
es
en

ta
tio

n,
 o
r g

ua
ra
nt
ee

 a
s t
o 
fu
tu
re
 p
er
fo
rm

an
ce
 o
r a

 p
ar
tic

ul
ar
 o
ut
co
m
e.
 E
ve
n 
w
ith

 p
or
tf
ol
io
 d
iv
er
sif
ic
at
io
n,
 a
ss
et
 a
llo

ca
tio

n,
 a
nd

 a
 lo

ng
‐t
er
m
 a
pp

ro
ac
h,
 in

ve
st
in
g 
in
vo

lv
es
 ri
sk
 o
f l
os
s t
ha

t t
he

 
in
ve
st
or
 sh

ou
ld
 b
e 
pr
ep

ar
ed

 to
 b
ea

r. 

  Th
e 
in
fo
rm

at
io
n 
pr
es
en

te
d 
m
ay
 b
e 
de

em
ed

 to
 c
on

ta
in
 fo

rw
ar
d‐
lo
ok

in
g 
in
fo
rm

at
io
n.
 E
xa
m
pl
es
 o
f f
or
w
ar
d 
lo
ok

in
g 
in
fo
rm

at
io
n 
in
cl
ud

e,
 b
ut
 a
re
 n
ot
 li
m
ite

d 
to
, (
a)
 p
ro
je
ct
io
ns
 o
f o

r s
ta
te
m
en

ts
 

re
ga
rd
in
g 
re
tu
rn
 o
n 
in
ve
st
m
en

t, 
fu
tu
re
 e
ar
ni
ng

s,
 in
te
re
st
 in

co
m
e,
 o
th
er
 in

co
m
e,
 g
ro
w
th
 p
ro
sp
ec
ts
, c
ap

ita
l s
tr
uc
tu
re
 a
nd

 o
th
er
 fi
na

nc
ia
l t
er
m
s,
 (b

) s
ta
te
m
en

ts
 o
f p

la
ns
 o
r o

bj
ec
tiv

es
 o
f m

an
ag
em

en
t, 

(c
) s
ta
te
m
en

ts
 o
f f
ut
ur
e 
ec
on

om
ic
 p
er
fo
rm

an
ce
, a
nd

 (d
) s
ta
te
m
en

ts
 o
f a

ss
um

pt
io
ns
, s
uc
h 
as
 e
co
no

m
ic
 c
on

di
tio

ns
 u
nd

er
ly
in
g 
ot
he

r s
ta
te
m
en

ts
. S
uc
h 
fo
rw

ar
d‐
lo
ok

in
g 
in
fo
rm

at
io
n 
ca
n 
be

 id
en

tif
ie
d 

by
 th

e 
us
e 
of
 fo

rw
ar
d 
lo
ok

in
g 
te
rm

in
ol
og

y 
su
ch
 a
s b

el
ie
ve
s,
 e
xp
ec
ts
, m

ay
, w

ill
, s
ho

ul
d,
 a
nt
ic
ip
at
es
, o

r t
he

 n
eg
at
iv
e 
of
 a
ny

 o
f t
he

 fo
re
go

in
g 
or
 o
th
er
 v
ar
ia
tio

ns
 th

er
eo

n 
co
m
pa

ra
bl
e 
te
rm

in
ol
og

y,
 o
r b

y 
di
sc
us
sio

n 
of
 st
ra
te
gy
. N

o 
as
su
ra
nc
e 
ca
n 
be

 g
iv
en

 th
at
 th

e 
fu
tu
re
 re

su
lts
 d
es
cr
ib
ed

 b
y 
th
e 
fo
rw

ar
d‐
lo
ok

in
g 
in
fo
rm

at
io
n 
w
ill
 b
e 
ac
hi
ev
ed

. S
uc
h 
st
at
em

en
ts
 a
re
 su

bj
ec
t t
o 
ris
ks
, u

nc
er
ta
in
tie

s,
 a
nd

 
ot
he

r 
fa
ct
or
s 
w
hi
ch
 c
ou

ld
 c
au

se
 t
he

 a
ct
ua

l r
es
ul
ts
 t
o 
di
ffe

r 
m
at
er
ia
lly
 f
ro
m
 f
ut
ur
e 
re
su
lts
 e
xp
re
ss
ed

 o
r 
im

pl
ie
d 
by

 s
uc
h 
fo
rw

ar
d 
lo
ok

in
g 
in
fo
rm

at
io
n.
 T
he

 f
in
di
ng

s,
 r
an

ki
ng

s,
 a
nd

 o
pi
ni
on

s 
ex
pr
es
se
d 
he

re
in
 a
re
 th

e 
in
te
lle
ct
ua

l p
ro
pe

rt
y 
of
 V
er
us
 a
nd

 a
re
 s
ub

je
ct
 to

 c
ha

ng
e 
w
ith

ou
t n

ot
ic
e.
 T
he

 in
fo
rm

at
io
n 
pr
es
en

te
d 
do

es
 n
ot
 c
la
im

 to
 b
e 
al
l‐i
nc
lu
siv

e,
 n
or
 d
oe

s 
it 
co
nt
ai
n 
al
l i
nf
or
m
at
io
n 

th
at
 c
lie
nt
s m

ay
 d
es
ire

 fo
r t
he

ir 
pu

rp
os
es
. T
he

 in
fo
rm

at
io
n 
pr
es
en

te
d 
sh
ou

ld
 b
e 
re
ad

 in
 c
on

ju
nc
tio

n 
w
ith

 a
ny

 o
th
er
 m

at
er
ia
l p

ro
vi
de

d 
by

 V
er
us
, i
nv

es
tm

en
t m

an
ag
er
s,
 a
nd

 c
us
to
di
an

s.
 

  Ve
ru
s w

ill
 m

ak
e 
ev
er
y 
re
as
on

ab
le
 e
ffo

rt
 to

 o
bt
ai
n 
an

d 
in
cl
ud

e 
ac
cu
ra
te
 m

ar
ke
t v

al
ue

s.
 H
ow

ev
er
, i
f m

an
ag
er
s o

r c
us
to
di
an

s a
re
 u
na

bl
e 
to
 p
ro
vi
de

 th
e 
re
po

rt
in
g 
pe

rio
d'
s m

ar
ke
t v

al
ue

s p
rio

r t
o 
th
e 

re
po

rt
 is
su
an

ce
, V

er
us
 m

ay
 u
se
 th

e 
la
st
 re

po
rt
ed

 m
ar
ke
t v

al
ue

 o
r m

ak
e 
es
tim

at
es
 b
as
ed

 o
n 
th
e 
m
an

ag
er
's 
st
at
ed

 o
r e

st
im

at
ed

 re
tu
rn
s a

nd
 o
th
er
 in

fo
rm

at
io
n 
av
ai
la
bl
e 
at
 th

e 
tim

e.
 T
he

se
 e
st
im

at
es
 

m
ay
 d
iff
er
 m

at
er
ia
lly
 fr
om

 th
e 
ac
tu
al
 v
al
ue

. H
ed

ge
 fu

nd
 m

ar
ke
t v

al
ue

s p
re
se
nt
ed

 in
 th

is 
re
po

rt
 a
re
 p
ro
vi
de

d 
by

 th
e 
fu
nd

 m
an

ag
er
 o
r c

us
to
di
an

. M
ar
ke
t v

al
ue

s p
re
se
nt
ed

 fo
r p

riv
at
e 
eq

ui
ty
 

in
ve
st
m
en

ts
 re

fle
ct
 th

e 
la
st
 re

po
rt
ed

 N
AV

 b
y 
th
e 
cu
st
od

ia
n 
or
 m

an
ag
er
 n
et
 o
f c
ap

ita
l c
al
ls 
an

d 
di
st
rib

ut
io
ns
 a
s o

f t
he

 e
nd

 o
f t
he

 re
po

rt
in
g 
pe

rio
d.
 T
he

se
 v
al
ue

s a
re
 e
st
im

at
es
 a
nd

 m
ay
 d
iff
er
 

m
at
er
ia
lly
 fr
om

 th
e 
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MEMORANDUM 

Date:  August 28, 2019   

To:  CCCERA Board of Retirement 

From:  Timothy Price, Chief Investment Officer 

Subject: Investment Staff Report – Q2 2019

Overview 
On a quarterly basis CCCERA’s Board receives a report which details critical elements of CCCERA’s 
Functionally Focused Portfolio’s sub-portfolios. The purpose of the report is to highlight elements of the 
sub-portfolios which are good indicators to the Board of the program’s efficient and effective operation.  

Summary 
CCCERA’s Total Fund is performing as expected, exhibiting returns above expectations for the amount 
of risk taken. This is measured by the Sharpe Ratio (risk-adjusted return), and a comparison to the 
Simple Target Index. The Simple Target Index is the most basic index which could replicate CCCERA’s 
Total Fund, and is made up of 69% MSCI ACWI, 23% Bloomberg 1-3 Year Gov/Credit, and 8% 3-
Month Treasury Bills (please see the Total Fund pages in the appendix for additional details). 
CCCERA’s portfolio is much more complex, especially as it relates to allocations to private equity, 
private credit, and real estate.  

CCCERA has been rewarded for implementing a more complex portfolio, and has outperformed the 
Simple Target Index over the trailing five years, while experiencing less risk (volatility). Details on 
performance relative to this index are included in the appendix. It is worth noting that CCCERA’s Total 
Fund return is an aggregate of the performance of the Liquidity, Growth, and Risk Diversifying sub-
portfolios. 

1) Liquidity
The purpose of the liquidity program is to match four years of benefit payments with high credit
quality, low duration assets. The liquidity sub-portfolio is made up of three fixed income
managers, all of whom pursue a high quality, low duration investment approach. Through the
second quarter of 2019, all managers held high quality portfolios (as measured by credit ratings),
low duration portfolios. The average credit quality for the entire liquidity program is AA- (AAA
is the highest rating), and the duration is 1.9 years, which is considered short.
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2) Growth 
The Growth portfolio is designed to take advantage of capital appreciation and income 
opportunities globally. To achieve this, the Growth portfolio includes a variety of assets, from 
stocks and growth oriented bonds to private equity, real estate, and private credit. In the second 
quarter, CCCERA’s Growth portfolio returned 3.3% on the strength of a rebound in global 
public equity markets. 

 
3) Risk Diversifying 

The Risk Diversifying mandate holds assets that are expected to diversify the growth portfolio’s 
volatility while offering moderate growth. The mandate as a whole seeks to be highly liquid, 
have a low beta to the growth market, and produce positive real returns. In the first quarter, the 
Risk Diversifying mandate fulfilled most of these goals. The entire mandate is able to be 
liquidated within 30 days, meeting the requirement of high liquidity. The correlation of the 
mandate to growth markets is 0.3, which shows good diversification. Trailing real (net of 
inflation) returns over the past five years is -1.2%, which remains below expectations. We 
continue to explore additional mandates that can strengthen this sub-portfolio. 

 
The Liquidity, Growth, and Risk Diversifying sub-portfolios are largely functioning well and within 
expectations. The product teams and asset managers are stable, and at this time we see few causes of 
organizational concern at our investment managers. CCCERA’s Total Fund in aggregate is performing 
in line with expectations, having a higher return and a lower level of volatility compared to the Simple 
Target Index. Enclosed are additional details on CCCERA’s Total Fund, sub-portfolios, and individual 
investment strategies. 
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CCCERA Portfolio Report Card 
Below we have itemized those elements of each of CCCERA’s sub-portfolios and Total Fund which we 
believe the Board should pay particular attention to. Additional details on each of the sub-portfolios are 
available in the appendix.  
 
Liquidity 

Objective Measurement Current Period Data Status 
High Quality Credit Quality AA- Meeting Expectations 
Low Risk Duration 1.90 years Meeting Expectations 
Appropriately Sized Months of Benefit 

Payments Invested 
37 Months Meeting Expectations 

 

Growth 

Objective Measurement Current Period Data Status 
Growth of Plan Assets Absolute Returns Trailing 5yr return of 7.4% Meeting Expectations 

Benchmark Relative 
Returns 

1.2% over ACWI over 
trailing 5 years 

Meeting Expectations 

Efficient Capital 
Deployment 

Sharpe Ratio CCCERA: 0.97 
MSCI ACWI: 0.49 
(over trailing 5 years) 

Meeting Expectations 

 

Risk Diversifying 

Objective Measurement Current Period Data Status 
Offset Volatility in Growth 
Portfolio 

Correlation 0.5 over trailing 5 years Meeting Expectations 

Positive Real Returns Returns Trailing 5yr real return of  
-1.2% 

Below Expectations 

High Liquidity % of Portfolio that can be 
liquidated within 90 days 

100% Meeting Expectations 

 

Total Fund 

Objective Component/Measurement Status 
Store 4 Years of Benefit Payments Liquidity Sub-portfolio Meeting Expectations 
Participate in Growth Opportunities Growth Sub-portfolio Meeting Expectations 
Provide an offset to Growth volatility Risk Diversifying Sub-portfolio Meeting Expectations 
Produce superior risk adjusted 
returns 

Total Fund Sharpe Ratio Meeting Expectations 
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Appendix – Liquidity Sub-Portfolio 

Manager Reviews 

 Organizational Stability 

 

Portfolio 
Management 
Assessment 

1 Year Product 
Asset Growth 

1 Year Firm 
Asset 

Growth 

Regulatory 
Action in Last 

Year? 
Insight Good 6% 6% N 

Sit Good 9% -2% N 
DFA Good 3% 1% N 

     
 Performance 

 

Portfolio Average 
Credit Quality 

Portfolio 
Average 
Duration 

Portfolio 
Average 
Coupon 

1 Year Total 
Return 

Insight A+ 1.4 2.4 4.2% 
Sit AAA 2.6 6.5 6.6% 

DFA A 1.8 2.8 5.0% 
 

 
Manager Notes: 
 
Insight: 
 
Due to the recent departure of Jesse Fogarty, we are planning on conducting an on-site review with 
Insight on our next New York visit. 
 
Manager Theses:  
The Liquidity Portfolio is a combination of three managers which work together to match four years of 
CCCERA’s liabilities. The portfolio is refreshed every year during the annual funding plan.  
  
Insight: Insight plays a completion role in the liquidity program, matching out liabilities with short 
duration government and corporate fixed income securities.  
  
DFA: Dimensional Fund Advisors runs a strategy that focuses on obtaining fixed income exposures via 
the most liquid securities available. DFA contributes to the Liquidity Program by selling securities at 
regular intervals to pay a portion of CCCERA’s monthly benefit payment. 
  
Sit: Sit invests in high yielding government backed mortgages. The cash flow from these securities is 
harvested monthly to make up a portion of CCCERA’s monthly benefit payment.   
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Appendix – Growth Sub-Portfolio 

Manager Reviews

 

Portfolio Management 
Assessment

1 Year Product Asset 
Growth

1 Year Firm 
Asset Growth

Regulatory Action 
in Last Year?

Boston Partners Good 2% -8% N
Jackson Square Good -6% 2% N

BlackRock Index Fund Good 7% 9% N
Emerald Advisors Good -2% -8% N

Ceredex Good -20% -8% N
Pyrford (BMO) Good 11% 14% N

William Blair Good -11% -9% N
First Eagle Good -9% -10% N

Artisan Global Good 7% 0% N
PIMCO/RAE EM Good 35% 8% N

TT EM Good 27% 16% N
Adelante Good 12% 12% N

Allianz Good -2% 1% N
AQR Good -7% -14% N

PanAgora Good 3% -10% N
Private Equity Good -- -- N
Private Credit Good -- -- N

Real Estate Good -- -- N

Trailing 1 Year Return Trailing 5 Year Return
Performance in 

Line with 
Expectations?

Boston Partners 5% 8% Y
Jackson Square 12% 11% Y

BlackRock Index Fund 10% 10% Y
Emerald Advisors 5% 12% Y

Ceredex -4% 7% Y
Pyrford (BMO) 7% 3% Y

William Blair 1% 4% Y
First Eagle 7% 6% Y

Artisan Global 9% 12% Y
PIMCO/RAE EM 3% 3% Y

TT EM 4% 7% Y
Adelante 13% 9% Y

Allianz 6% 3% Y
AQR 8% 3% Y

PanAgora 11% 7% Y
1Yr Premium 5 Year Premium

Private Equity 4% 5% Y
Private Credit 3% 3% Y

Real Estate 2% 4% Y

Performance

Organizational Stability
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Manager Notes: 

Staff completed an on-site visit with Boston Partners in July to review the recent additions of David 
Cohen and Stephanie McGirr (both based in Boston) to the portfolio management team previously 
consisting of David Pyle (San Francisco) and Mark Donovan (Los Angeles). 
 
Manager Theses: 
The growth portfolio includes all managers in public and private equity, real estate, and private credit. 
These managers grow CCCERA’s assets for future benefit payments (beyond the four years already 
covered by the Liquidity program).  
  
Boston Partners: Large cap domestic equity which follows a value discipline. Boston Partners will buy 
out of favor companies and sell them when their intrinsic values are reflected in the market. Expected to 
outperform in flat to falling markets.  
  
Jackson Square: Domestic equity large cap growth portfolio concentrated in companies with 
sustainable long-term growth characteristics. This portfolio should outperform in rapidly rising markets.  
  
BlackRock Index Fund: Large cap domestic equity portfolio which should follow the Russell 1000 
Index.  
  
Emerald Advisors: Small cap growth equity seeking companies with high growth rates. Expected to 
produce strong returns in rising markets, and weak returns in falling markets.  
  
Ceredex: Domestic equity small cap value portfolio of companies with dividend yields and low 
valuations. This portfolio should outperform flat markets.  
 
Pyrford (BMO): International equity value portfolio of non-US companies with low valuations at the 
country and stock level. This portfolio should outperform in flat markets.  
 
William Blair: International equity growth portfolio of non-US companies with high growth rates 
constructed from the security level. This portfolio should outperform in rapidly rising markets.  
  
First Eagle: Global equity portfolio that is benchmark agnostic comprised of companies with low 
valuations. 
  
Artisan Global Opportunities: Global equity portfolio of companies that is benchmark agnostic with 
accelerating profit cycles and a focus on capital allocation. 
 
PIMCO/RAE Emerging Markets: Quantitative equity with a value orientation. This portfolio follows 
the fundamental indexing approach (ranking companies by metrics other than market capitalization), 
resulting in a diversified, low turnover portfolio. This portfolio underperforms in momentum driven 
markets. 
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TT International Emerging Markets: Concentrated, growth oriented manager which invests in small 
and mid-cap emerging market companies. TT employs both a top-down and a bottom-up research 
approach, and seeks to outperform by identifying companies that have a catalyst to drive future growth.  
  
Adelante: Diversified portfolio of U.S. REITs with a focus on the underlying real estate assets. 
Adelante is a public market proxy of the core real estate market. 
  
Allianz High Yield Fixed Income: Domestic high yield fixed income portfolio with a focus on security 
selection. Allianz will focus on the higher quality segment of the high yield universe. Allianz should 
provide a steady income stream, and provide downside protection in falling markets.  
 
Private Equity: CCCERA invests in private equity to generate returns above those available in the 
public equity markets.  
  
Private Credit: CCCERA invests in private credit to generate cash flow streams above those available 
in the public debt markets.  
  
Real Estate: CCCERA invests in value-add, distressed, and opportunistic real estate to generate returns 
from the capital appreciation and cash flow associated with commercial real estate investment.  
  
Risk Parity:  Multi-asset approach that strives for balanced contributions to total portfolio risk from 
multiple asset classes.  
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Appendix – Risk Diversifying Sub-Portfolio 

 

 
Manager Notes: 
 
AFL-CIO:  
 
Chang Suh, the longtime portfolio manager of this strategy, assumed the CEO at AFL-CIO Housing 
Investment Trust in late 2018.  Staff conducted an on-site review with the firm in July 2019 to review 
organizational changes and potential adjustments to the fund’s investment guidelines. 
 
Wellington:  
 
The Real Total Return strategy follows a dual mandate of diversification as well as a sensitivity to 
inflation.  The lack of inflationary pressures in the U.S. has meant that the inflation sensitive strategies 
have experienced negative results over the past several years.  Staff recently conducted an on-site review 
with Wellington in July and we are actively evaluating alternate strategies for this portion of the Risk 
Diversifying Sub-Portfolio. 
 
Manager Theses: 
Managers in the risk diversifying allocation seek to have a low correlation with the growth portfolio, 
positive returns in flat and falling equity markets, and a high degree of liquidity. These managers work 
together to offset some of the risks in the growth portfolio.  
  
AFL-CIO: Portfolio of domestic, high quality fixed income securities which are backed by commercial 
and residential mortgages.  
  
Parametric: Portfolio of paired options selling intended to collect insurance premiums by selling puts 
and calls on the S&P 500 with collateral invested in US Treasury portfolio. 
  
Wellington: Multi-strategy fund which tactically rotates between assets to produce returns.    

Portfolio Management 
Assessment

1 Year Product 
Asset Growth

1 Year Firm 
Asset Growth

Regulatory Action 
in Last Year?

Wellington Satisfactory -59% 3% N
AFL-CIO Good 7% 7% N
Parametric Good 22% 79% N

Trailing 1 Year 
Correlation to Growth

Trailing 3 Year 
Correlation to 

Growth
1 Year Return 5 Year Return

% of Portfolio Liquid in 
30 Days

Wellington 0.7 0.6 1% -2% 100%
AFL-CIO 0.1 0.1 8% 3% 100%
Parametric 1.0 0.9 5% 7% 100%

Organizational Stability

Performance
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Appendix Data – Total Fund 

Rolling 3-Year Total Fund Upside/Downside Market Capture 
 

 
*The composition of the Simple Target Index has mirrored changes in CCCERA’s asset allocation over 
time: from 2008 to 2012 the benchmark was 73% MSCI ACWI, 23% Bloomberg 1-3 Year Gov/Credit, 
and 4% 3-Month Treasury Bills.  From 2012 to 2016 the composition was 74% MSCI ACWI, 18% 
Bloomberg 1-3 Year Gov/Credit, and 9% 3-Month Treasury Bills. From 2016 to 2017 the composition 
was 63% MSCI ACWI, 25% Bloomberg 1-3 Year Gov/Credit, and 12% 3-Month Treasury Bills, from 
2017 to June 2018 the composition was 61% MSCI ACWI, 27% Bloomberg 1-3 Year Gov/Credit, and 
12% 3-Month Treasury Bills and from July 2018 to present the composition is 69% MSCI ACWI, 23% 
Bloomberg 1-3 Year Gov/Credit, and 8% 3-Month Treasury Bills. 
 
 

 

Total Fund Quarterly Attribution 
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CCCERA Total Fund
Upside & Downside Market Capture vs. Simple Target Index

Upside Downside

Allocation Return
Return 

Contribution Allocation Return
Return 

Contribution
Allocation 
Difference

Return 
Difference

Total            
Effect

Liquidity 21% 1.6% 0.3% 23% 0.6% 0.1% -2.3% 1.0% 0.2%
Growth 71% 3.3% 2.3% 69% 3.6% 2.5% 2.1% -0.4% -0.2%
Risk Diversifying 8% 1.9% 0.2% 8% 1.5% 0.1% 0.1% 0.4% 0.0%
Total Fund 100% 2.8% 100% 2.8% -0.1% 0.0%

CCCERA Total Fund Simple Target Index Analysis
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CCCERA Total Fund Performance vs. Simple Target Index 
 

 
  
 
The Simple Target Index is made up of 69% MSCI ACWI, 23% Bloomberg 1-3 Year Gov/Credit, and 
8% 3-Month Treasury Bill. This purpose of this index is to examine whether or not CCCERA is being 
rewarded for pursuing a more nuanced portfolio versus a very simple representative index.  
  
CCCERA’s Total Fund has produced strong risk adjusted returns over most trailing periods. 
Additionally, the CCCERA Portfolio has exceeded the Simple Target Index over all trailing periods. 
This would indicate that CCCERA has been rewarded for engaging in more complex investments which 
target outperformance versus investing passively in the publicly traded market.  
  
The Sharpe ratio is a measure of risk adjusted returns which shows the amount of return a portfolio earns 
above the risk free rate per unit of volatility. Over all trailing periods, the Total Fund has produced a 
better Sharpe ratio relative to the Simple Target Index, indicating that CCCERA is being favorably 
rewarded for the risk taken in the portfolio.  
 
 

CCCERA STI CCCERA STI CCCERA STI CCCERA STI
Return 6.0 5.5 8.1 7.9 6.1 4.3 9.7 7.6

Volatility 9.8 14.4 5.7 8.1 5.4 7.5 7.8 10.1
Sharpe 0.4 0.2 1.2 0.8 1.0 0.5 1.2 0.7

One Year Three Years Five Years Ten Years
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MEMORANDUM 

Date: August 28, 2019 

To: CCCERA Board of Retirement 

From: Timothy Price, Chief Investment Officer 

Subject: 2019 Liquidity Sub-portfolio Funding and Rebalancing  

_____________________________________________________________________________________________ 

Overview 
Every year, CCCERA receives the bulk of annual employer contributions in late July as 
employers take advantage of the CCCERA pre-payment discount policy.  This creates a large 
influx of cash that is incorporated into our annual rebalancing, which both refreshes the Liquidity 
sub-portfolio with the next tranche of benefit payments and provides an opportunity to rebalance 
the Growth and Diversifying sub-portfolios.  A preview of these shifts was provided previously 
in our Annual Funding Plan memo and actual activity largely followed the plan outlined in that 
document. 

CCCERA received its annual pre-payments of employer contributions in late July and used these 
proceeds in conjunction with nine withdrawals from investment managers to rebalance the 
portfolio. Through both pre-payments and withdrawals CCCERA raised approximately $650 mm 
in cash, which was used to fund the Liquidity sub-portfolio for an additional year as well as 
contribute to the BlackRock Russell 1000 and cash balances. Manager withdrawals occurred in 
the domestic, international and global equity mandates as well as from the high yield portfolio. 
The net result of the rebalancing shifted CCCERA’s portfolio towards the asset allocation which 
was approved by the Board on June 26, 2019 (BOR Resolution 2019-4).  

For the domestic equity portfolio reductions, CCCERA Investment Staff solicited bids from 
CCCERA’s transition manager pool for the partial redemption of the Emerald small cap portfolio 
and selected Russell to liquidate $70 mm of the existing portfolio. Other managers were directed 
to raise the required distributions internally. During the month of July, when the bulk of the 
rebalancing occurred, US equity markets were up while most other major market segments were 
down modestly as were the US debt markets.  
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The following tables show the rebalancing trades which occurred between the end of July and 
early August, 2019. Funds were raised from the following sources: 
 
Employer Pre-Payments   $300 million 
 
Manager Withdrawals 
Boston Partners    $40 million 
Jackson Square    $60 million 
Emerald Advisors    $70 million 
Ceredex     $20 million 
Pyrford     $20 million 
William Blair     $40 million 
Artisan      $20  million 
First Eagle     $10  million 
Allianz      $70 million 
Total Cash Raised    $650 million   
 
Proceeds were invested with the following investment managers: 
 
Insight      $350 million 
DFA      $200 million 
BlackRock     $50 million 
Cash      $50 million 
Total Invested    $650 million 
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CCCERA Asset Allocation 

 

 

June 30, 2019 Rebalancing August 1 August 1, 2019
Liquidity Market Value Increase/Decrease Market Value Total Fund % Target Over/(Under)

Insight 744,843,442 350,000,000 1,072,817,411 11.9% 12.0% -0.1%
Sit 543,009,330 538,837,001 6.0% 6.0% -0.0%
Dimensional Fund Advisors 339,795,727 200,000,000 527,265,321 5.8% 6.0% -0.2%

Total Liquidity 1,627,648,500       550,000,000         2,138,919,732       23.6% 24.0% -0.4%

Growth
Domestic Equity
Boston Partners 267,319,996 (40,000,000) 231,592,007 2.6% 2.5% 0.1%
Jackson Square 288,330,354 (60,000,000) 234,004,694 2.6% 2.5% 0.1%
BlackRock Index Fund 135,787,891 50,000,000 187,892,782 2.1% 2.0% 0.1%
Emerald Advisors 222,647,710 (70,000,000) 156,373,137 1.7% 1.5% 0.2%
Ceredex 174,066,839 (20,000,000) 157,447,174 1.7% 1.5% 0.2%
Total Domestic Equity 1,088,152,791 (140,000,000) 967,309,793 10.7% 10.0% 0.7%

Global & International Equity
Pyrford (BMO) 472,477,417 (20,000,000) 447,013,835 4.9% 5.0% -0.1%
William Blair 494,998,297 (40,000,000) 451,724,415 5.0% 5.0% -0.0%
First Eagle 378,018,808 (10,000,000) 369,003,841 4.1% 4.0% 0.1%
Artisan Global Opportunities 386,747,648 (20,000,000) 375,384,806 4.1% 4.0% 0.1%
PIMCO/RAE Emerging Markets 353,821,590 342,311,326 3.8% 4.0% -0.2%
TT Emerging Markets 333,648,354 332,910,620 3.7% 4.0% -0.3%
Total Global & International Equity 2,419,712,114 (90,000,000) 2,318,348,844 25.6% 26.0% -0.4%

Private Equity 960,285,393 994,759,762 11.0% 11.0% -0.0%
Private Credit 412,574,488 343,274,805 3.8% 5.0% -1.2%
Real Estate - Value Add 177,142,324 177,526,653 2.0% 4.0% -2.0%
Real Estate - Opportunistic & Distressed 510,022,267 509,891,493 5.6% 4.0% 1.6%
Real Estate - REIT (Adelante) 74,996,736 76,253,840 0.8% 1.0% -0.2%
High Yield (Allianz) 318,978,341 (70,000,000) 240,032,121 2.7% 2.0% 0.7%
Risk Parity Managers 439,120,431 442,646,967 4.9% 5.0% -0.1%
Total Other Growth Assets 2,893,119,981 (70,000,000) 2,784,385,641 30.8% 32.0% -1.2%

Total Growth Assets 6,400,984,886 (300,000,000) 6,070,044,278 67.1% 68.0% -0.9%

Risk Diversifying 
AFL-CIO 333,624,990 333,354,520 3.7% 3.5% 0.2%
Parametric Defensive Equity 199,785,900 200,114,901 2.2% 2.5% -0.3%
Wellington Real Total Return 185,543,216 186,837,610 2.1% 2.0% 0.1%

Total Risk Diversifying 718,954,106 0 720,307,031 8.0% 8.0% 0.0%

Cash and Overlay
Overlay (Parametric) 22,831,632 13,391,665 0.1% 0.0% 0.1%
Cash 36,721,321 49,528,907 108,715,756 1.2% 0.0% 1.2%

Total Cash and Overlay 59,552,953 49,528,907 122,107,421 1.3% 0.0% 1.3%

Employer Pre-payment 299,528,907 (299,528,907)

Total Fund 9,106,669,352       (0)                           9,051,378,463       100% 100% 0%

*Current targets reflect asset allocation accepted by the Board on June 26, 2019 (BOR Resolution 2019-4)
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MEMORANDUM 
 
Date: August 28, 2019 

To: CCCERA Board of Retirement 

From: Timothy Price, Chief Investment Officer 

Subject: Update on Private Equity Commitments  

________________________________________________________________________________ 
 
Overview 
CCCERA has recently made two commitments to private equity funds using the delegated 
authority granted in the Investment Policy Statement.  Commitments of $40 mm and $24 mm were 
made to Trident VIII, L.P. and TPG Healthcare Partners, L.P., respectively.  An overview of the 
manager underwriting process as well as a brief description of each fund is included below. This 
memo is for informational purposes only and no action is required from the Board at this time. 
 
Investment Policy Statement 
The CCCERA Investment Policy Statement adopted by the Board on September 28, 2016 
(amended on April 24, 2019) outlines the hiring process for new investment mandates.  Mandates 
up to a $100 mm threshold are approved via a staff review process, while mandates above this 
threshold require approval by the Board.  The relevant section of the policy is highlighted below. 

 
Hiring a new manager 
The CIO shall have the authority to hire new managers (i.e., purchase interests in new 
investment vehicles) in accordance with the Plan’s active risk budget and up to an 
investment amount of $100 million. The $100 million shall represent the cumulative total 
amount of originally committed capital under the management of a single investment 
manager and its affiliates. (By way of example, two vintage year funds under one manager 
with a commitment of $50 million each would reach the total of $100 million.) The CEO 
shall have authority to execute the contracts, consistent with the delegation of authority 
outlined in this IPS. Any cumulative commitment above $100 million shall require explicit 
Board approval. In all cases, the hiring process must be consistent with the requirements for 
vendor selection detailed in the Procedures and other Plan policy documents, including but 
not limited to the Code of Fiduciary Conduct and Ethics, Conflict of Interest Code, 
Placement Agent Disclosure Policy and Procurement of Products and Services Policy. 
 
Subject to the foregoing limitations, the CIO, with the assistance of the Consultant and 
Specialty Consultants, shall conduct all due diligence activities in connection with hiring 
new managers. The CIO shall invite the involvement of one or more Board members in the 
due diligence process.  
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Staff Procedures 
The CCCERA investment staff procedures that govern the investment office’s internal workflow 
are outlined below.  Among other items, the procedures outline the various steps involved in the 
investment mandate vetting process.  Broadly speaking, this process has five main components: 
 

1. Of Interest          Initial expression of interest based upon fit with CCCERA guidelines 
and needs.  

2. Prospective        Initial review of organization, team and opportunity set. 
3. Due Diligence    Deeper review of strategy, including operational aspects and initial legal 

review. 
4. Underwriting     Formal recommendation drafted and presented. 
5. Contracting        CEO executes final version of agreement(s). 

Trident VIII, L.P. 
Trident VIII is an upper middle market private equity fund focused on control buyouts, growth-
oriented recapitalizations, and de novo investments in the financial services sector.  Trident VIII 
will invest primarily in North America and Western Europe and will generally target control 
positions or substantial minority positions with board representation and extensive shareholder 
rights.  Trident VIII will target equity check sizes of $75-$750 mm.  Trident VIII is a $6.6 bn fund 
($40 mm of which is the CCCERA commitment). 
 
Charles Davis, CEO and Stephen Friedman, Chairman have led the firm for over 20 years and both 
have over 30 years of experience in the financial services sector.  Davis was former Head of the 
Financial Institutions Group at Goldman Sachs and a Director of Goldman Sachs.  Friedman is a 
former Chairman of the New York Fed and former Chairman of Goldman Sachs.  Overall the 
senior investment team includes six Senior Principals who average ~19 years at the firm and 18 
Principals who average ~13 years at the firm.  The firm is headquartered in Greenwich, CT.   
 
TPG Healthcare Partners, L.P. 
TPG Healthcare Partners is an upper middle market private equity fund focused on control buyouts 
and transformational transactions in the healthcare sector.  TPG Healthcare Partners will invest 
primarily in North America and Europe and will target control positions or minority positions.  The 
Fund will target companies with enterprise values of $500 mm or more.  TPG Healthcare Partners 
is a $2.6 bn fund ($24 mm of which is the CCCERA commitment).   
 
Todd Sisitsky has been leading TPG’s healthcare investment team since 2007 and has been 
primarily responsible for the strategy’s performance over the last 10+ years.  John Schilling has led 
TPG’s healthcare operations team during much of the last 10 years (he joined TPG in 2011) and 
has an attractive mix of experience (medical doctor, former Partner at McKinsey, and corporate 
operating experience at a large healthcare company).  Overall, the senior healthcare investment 
team includes three Partners with average tenure of ~12 years with TPG and two Principals with 
average tenure of ~8 years with TPG.  The TPG healthcare team is based in San Francisco, CA. 
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MEMORANDUM 

Date: August 28, 2019 

To: CCCERA Board of Retirement 

From: Timothy Price, Chief Investment Officer 

Subject: Currency Education Session 
________________________________________________________________________________ 

Overview 
Verus will be presenting an educational session on the impact of foreign currency in the CCCERA 
portfolio and various options about how to accept or mitigate this risk, including the role of 
currency hedging.  The vast majority of currency risk in today’s portfolio exists within the public 
equity allocations. CCCERA has historically managed these non-US equity allocations on either an 
unhedged basis (accepted the currency risk) or by delegating the hedging decision to the underlying 
equity manager.  Over the past several years, the role of non-US equity in the CCCERA portfolio 
has expanded, both in developed and emerging markets.   

Asset Class Current Target Includes foreign currency? 
Short-duration fixed income 24% No 
Domestic equity 10% Generally no 
Global equity 8% Yes, approximately half of the 

allocation 
International equity 10% Yes 
Emerging market equity 8% Yes 
Private equity 11% Not in current portfolio 
Private credit 5% Limited 
Real estate 9% Limited 
High yield 2% No 
Risk parity 5% No 
Risk diversifying 8% No 

Due to this expansion of non-US equity positions that now encompass nearly a quarter of the total 
fund, the impact of currency on total CCCERA performance has increased as well.  Today’s 
educational session is intended to provide a foundation for further discussions around currency 
impacts and role of this risk factor in CCCERA’s portfolio prospectively. This is an educational 
agenda item, no action is required. 
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Voya Investment Management | ArrowMark Partners | Capital Fund Management 

Brandes Investment Partners | IFM Investors | HSBC Global Asset Management 

Morgan Stanley Investment Management | Vontobel Asset Management | Robeco 
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7:30 Registration & Welcome Coffee 

 

8:00 Breakfast Workshop: Enhanced Indexing – Beyond Passive Investing  

Despite its popularity, passive investing isn’t offering investors the best available exposure to the equity markets. 

We argue that enhanced indexing may be an even better alternative. It is supported by theory and evidence, 

allows for better ESG integration, and contributes to a liquid and efficient market. 

Presenter: 

Jan de Koning, Senior Portfolio Manager, Robeco 

 

8:30 Welcome Remarks 

Organizer: William Coba, Co-Head of Investor Relations, North America Institutional, Markets Group 

Co-Chairperson: Joel Damon, Director, Senior Relationship Manager, Allianz Global Investors  

Co-Chairperson: Amanda Montgomery, Director, Senior Relationship Manager, Allianz Global Investors 

 

8:40 Panel: Fixed Income Risks 

Evaluating the real risks in a fixed income portfolio has always been challenging endeavor. Is it interest rate risk, 

credit risk or liquidity risk that is moving the value of portfolio up or down? Is it worth paying for active 

management or will simply trying to invest in a fixed income benchmark at a rock bottom fee accomplish the 

same portfolio objective? As central banking policy evolves from quantitative easing to quantitative tightening, 

seeking the right solutions may lead to significant performance dispersion depending on the true risk that either 

an active manager or a benchmark is taking. 

Panelists: 

Speaker, Managing Director, Putnam Investments 

 

9:20 Keynote Presentation: Understanding the Chinese Markets 

The opening of the China A-shares market to foreign investors is expected to transform global markets and how 

investors look at Emerging Markets allocations. While the market is large -it is roughly equivalent in size to the 

European equity market- and offers access to high growth “new economy” sectors, risks still remain, especially 

for those not familiar with investing in China. Allianz Global Investors CEO Doug Eu began managing China 

equities in the early 1990s and built a strong Asia business in the following decade. He offers insight on the past 

and present Chinese equity markets, the unique role of the Chinese government, and other considerations 

investors in the A-share market should understand in order to best capture this new market opportunity. 

Presenter: Douglas Eu, Managing Director, Chief Executive Officer US, Allianz Global Investors 

 

9:50 Panel: Alternatives with Global Diversification Can Offer a Different Type of Performance in a Late Cycle 

2019 predictions suggest slower growth, rising rates, ongoing geopolitical tensions and more volatility. Many 

institutional investors today are looking to alternatives to deliver return potential when stocks and bonds suffer 

and to protect against inflation. Can alternatives heed these challenges? Real assets have emerged as a compelling 

alternative to traditional equity and bond markets for their diversification benefits, as well as the opportunity for 

income and capital appreciation. This panel will explore the benefits of a diversified approach to alternatives 

investing, both by asset class, sector and geography. 

Panelists: 

Speaker, Managing Director, Nuveen 



 
 

 

10:30 Morning Coffee Break 

 

10:50 Panel: An Evolving World for Alternative Credit 

Following the global financial crisis, a low-rate environment has forced investors to rethink asset allocation in 

order to meet their portfolio objectives. This prolonged market condition has put particular stress on traditional 

credit and fixed income instruments that have historically played a critical role in portfolios. Further, hedge fund 

strategies employed to provide diversification and non-correlation have struggled to deliver. These dynamics 

are leading investors to increasingly embrace alternative credit strategies that look to take advantage of more 

complex, and often less liquid, opportunities. The panelists will seek to define the various segments within 

alternative credit, to highlight several key characteristics of these strategies, and to discuss real-time examples 

of opportunities in today’s market. 

Panelists: 

Timothy Beresford, Client Portfolio Manager, ArrowMark Partners 

 

11:30 Panel: Strategic Asset Allocation 

A low-growth, high-volatility environment gives more power to an argument for diversification among wide 

arrays of asset classes. But where should an investor look to invest when most asset classes are trading at high 

valuations? How can they keep track of and counter changing risk profiles and more complex correlations? While 

many funds appropriately tend not to change asset allocations as result of political events or near-term or even 

intermediate risks, are they positioning portions of the portfolio--or even sub-strategies within allocations--for 

the likelihood of significant fiscal stimulus, tax breaks, deregulation, potential protectionist policies and/or 

currency impacts? The panelists will discuss how they are thinking (and what they are doing) regarding their 

strategic asset allocation and portfolio positioning. 

Panelists: 

Amit Sinha, Head of Multi Asset Design, Voya Investment Management 

 

12:10 Panel: Commodities in Your Alternative Bucket 

After years of low inflation and falling costs for good and services, commodities are again showing signs of life. 

With prices on the upswing, there may be value now in revisiting some fundamental questions regarding the 

class, such as what role do commodities play in an alternative’s allocation? What are some of the different ways 

to get exposure, and are oil and gold enough for a portfolio? Could performance figures and diversification 

benefits make a compelling case for commodities? These questions, along with discourse around rising interest 

rates, the value of the U.S. dollar, and inflation expectations, will be taken on by the panel with respect to a 

prognosis for commodities performance in 2019 and beyond. 

Panelists: 

Juan Carlos Artigas, Director, Investment Research, World Gold Council 

 

12:50 Networking Luncheon Hosted By: Vontobel Asset Management 

In the format of roundtables, small discussion groups are formed by topic. This is your opportunity to interact 

with some of our star speakers of the day, ask questions, and make connections. 

 

 

 



 
 

 

1:50 Panel: Evolution of Emerging Market Equities 

Over the course of the past two decades, investment in emerging market equities has been polarizing. Return 

patterns have been volatile, along with a seemingly ever-changing set of opportunities and challenges. While 

emerging market countries remain drivers of global growth and are expected to deliver higher relative returns, 

on average compared to developed countries, institutional investors have less than 3% of their capital dedicated 

to the asset class. What factors should investors consider when debating whether to allocate to or diversify 

within the asset class? 

Panelists: 

Christopher Garrett, Director, Institutional Group, Brandes Investment Partners 

 

2:30 Panel: Alternative Beta: Implications for Your Portfolio 

Big data and technology are set to have profound impact on the world, and firms with the capability to harness 

this data are well positioned to remain at the forefront of this revolution. But can quantitative investment 

techniques be applied to create consistent returns not correlated to wider market performance? As alternative 

beta/risk premia strategies become more defined, it has become increasingly important for investors to 

understand the role these strategies play within their portfolios and what to look for when evaluating such 

strategies. 

Panelists: 

Oliver Schupp, Head of North America, Capital Fund Management 

 

3:10 Panel: Trends in Private Equity: Selectively Deploying Capital 

It seems that private equity managers have lately been quite selective in deploying the capital they have at their 

disposal, characterized by smaller deals. What implications, if any, does this behavior have for valuations? What 

industry sectors could be desirable considering the economic outlook? And for institutional investors still looking 

to commit more, what has and what has not changed in their expectations? These and other critical questions 

regarding investing in the asset class will be discussed. 

Panelists: 

Speaker, Director, Morgan Stanley Investment Management 

 

3:50 Afternoon Coffee Break 

 

4:10 Panel: ESG Now and Then: Recent Trends in ESG Implementation 

The ESG discussion is rapidly evolving as are the techniques for incorporating ESG analytics and factors into the 

portfolio construction process. This panel will explore how investors are assessing ESG’s longer-term material 

impacts and how they are positioning their portfolios to avoid these potential risks. The panel will also examine 

specific strategies investors are using to address and integrate ESG issues in active management frameworks. 

Moderator: 

Daniel Ingram, Vice President, Responsible Investment Research and Consulting, Wilshire Associates 

Panelists: 

Travis Antoniono, Investment Officer, Corporate Governance, California State Teachers’ Retirement System 

Marc Gauthier, University Treasurer and Investment Officer, Concordia University 

Speaker, Managing Director, HSBC Global Asset Management 

 



 
 

 

4:50 Fireside Chat: State Controller Betty T. Yee 

Ms. Yee was elected in November 2014, following two terms of service on the California Board of Equalization. 

As Controller, she continues to serve the Board as its fifth voting member. Reelected for a second term as 

Controller in 2018, Ms. Yee is only the tenth woman in California history to be elected to statewide office. As the 

state’s chief fiscal officer, Ms. Yee chairs the Franchise Tax Board and serves as a member of the California Public 

Employees’ Retirement System (CalPERS) and the California State Teachers’ Retirement System(CalSTRS) Boards. 

These two boards have a combined portfolio of more than $570 billion. Ms. Yee also serves on the Ceres Board 

of Directors, a nonprofit organization working to mobilize many of the world’s largest investors to advance global 

sustainability and take stronger action on climate change. 

 

5:05 Chief Investment Officer Roundtable 

Chief Investment Officers constantly face unique sets of challenges and investing environments. In this 

discussion, chief investment officers will focus on the key investment and management issues facing their funds, 

along with what they consider to be their plans’ “best ideas” with regard to investment strategy. They will speak 

to what are the best performing asset allocations they have made this year, what a successful allocation looks 

like, and how they are identifying these investments. 

Moderator: 

Ian Toner, Chief Investment Officer, Verus 

Panelists: 

Gary Dokes, Chief Investment Officer, Arizona Community Foundation 

 

5:35 Closing Remarks 

Co-Chairperson: Joel Damon, Director, Senior Relationship Manager, Allianz Global Investors  

Co-Chairperson: Amanda Montgomery, Director, Senior Relationship Manager, Allianz Global Investors 

 

5:40 Networking Cocktail Hosted By: IFM Investors 

 

6:40 Invitation-Only Dinner Hosted By: Allianz Global Investors 
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