
 

 

AGENDA OF THE BOARD OF RETIREMENT 

REGULAR RETIREMENT BOARD MEETING 

Wednesday, July 27, 2022, at 8:30 a.m. 

TCERA Board Room, 136 N. Akers Street, Visalia, CA 93291 

 

 

NOTICE TO THE PUBLIC 

 

 

Documents related to the items on this agenda are available for public inspection at the Retirement Office, 136 

N Akers Street, Visalia, CA, during normal business hours.  Such documents are also available on TCERA’s 

website, www.tcera.org, subject to staff’s ability to post the documents before the meeting. 

 

Persons wishing to listen to the meeting in progress may access a live stream link located on TCERA’s website 

www.tcera.org.  

 

 

PUBLIC COMMENTS: 

 

Any person addressing the Board will be limited to a maximum of five (5) minutes.  A total of 15 minutes will 

be allotted for the Public Comment period unless otherwise extended by the Board Chair. If you are part of a 

large group that would like to comment on an agenda item, please consider commenting in writing or sending 

one spokesperson to speak on behalf of the group.  Public comments are limited to any item of interest to the 

public that is within the subject matter jurisdiction of the Board of Retirement. (Gov’t Code Section 

54954.3(a).)   

 

In Person:  Persons who wish to address the Board of Retirement during public comment or regarding an item 

that is on the agenda may address the Board of Retirement in person at the meeting.   

 

Zoom: Persons wishing to participate in public comment remotely may call the TCERA Office during regular 

business hours (Monday through Friday, 8:00 a.m. to 5:00 p.m.) within 48 hours of the meeting at 559-713-

2900 for access information. In an effort to assist the Board Secretary in identifying the agenda item relating to 

your public comment, please indicate the agenda item number in the chat feature.  

 

Email: Members of the public may also submit public comment via U.S. mail or via email to 

BORPublicComment@tularecounty.ca.gov before the meeting. The comments received via U.S. mail or email 

before the meeting will be read to the Board of Retirement in open session during the meeting as long as the 

comments meet the requirements for Public Comments as posted in the agenda.  

 

As a courtesy to those in attendance, all individuals are requested to place cell 

phones and other electronic devices in the non-audible alert mode. 

COUNTY OF TULARE 
 

BOARD OF RETIREMENT 

TELEPHONE  (559) 713-2900 

FAX (559) 730-2631 

www.tcera.org 

136 N AKERS STREET 

VISALIA, CALIFORNIA  93291 

Leanne Malison 
Retirement Administrator 

http://www.tcera.org/


 

I. CALL TO ORDER 

 

II. ROLL CALL 

 

III. PLEDGE OF ALLEGIANCE 

 

IV. PUBLIC COMMENT 

 

At this time, members of the public may comment on any item not appearing on the agenda.  Under state law, 

matters presented under this item cannot be discussed or acted upon by the Board at this time.  For items 

appearing on the agenda, the public is invited to make comments at the time the item comes up for Board 

consideration.  Any person addressing the Board will be limited to a maximum of five (5) minutes. Please state 

your name for the record. 

 

V. X-AGENDA ITEMS 

 

VI. DISABILITIES  

 

1. Closed session to be held regarding disability matters listed on this agenda. 

2. In the matter of the disability application of Mark Anderson, consider and take action regarding the 

application for a disability retirement. 

3. In the matter of the disability application of Doris Flores, consider and take action regarding the 

application for a disability retirement. 

4. Accept as filed the Disability Status Report Overview. 

 

VII. NEW BUSINESS 

 

1. Closed session - Discussion and possible action regarding TCERA Security Testing. THREAT TO 

PUBLIC SERVICES OR FACILITIES: (Government Code Section 54957) Consultation with:  

Leanne Malison  

VIII. CONSENT CALENDAR 

 

1. Approve Minutes of the following meetings: 

a. Retirement Board Minutes of July 13, 2022. 

2. Approve payments to: 

a. Cheiron – invoice for actuarial services in the amount of $ 2,000.00, for the quarter ended June 

30, 2022. 

b. County Counsel – invoice for legal services to the Board of Retirement in the amount of $ 

7,255.80, for the period ending June 30, 2022. 

 

IX. INVESTMENT COMMITTEE REPORT 

 

1. Update by Pete Vander Poel regarding the Investment Committee meeting of July 13, 2022.  

Discussion and possible action regarding the following items: 

a. Asset Allocation Status 

b. 2022 Investment Committee Goals and Objectives Timeline and 2022 Education Calendar 

c. Investment Managers 

1) Verus Flash Report – All Managers 

2) Managers of Interest 

a) DWS/RREEF – June 1, 2022 Press Release 

 



 

X. INVESTMENTS 

 

1. Discussion and possible action regarding Verus presentation on ESG education. 

2. Discussion and possible action regarding TCERA’s strategic investment allocation and investment 

managers, including performance, contracts, and fees. 

 

XI. EDUCATION ITEMS 

 

1. Discussion and possible action regarding Summary Education Reports as filed: 

a. Leanne Malison, BlackRock, Mid-Year Outlook, July 12, 22, 1 hour 

2. Discussion and possible action regarding available educational events. 

 

XII. COMMUNICATIONS 

 

1.  Discussion and possible action regarding the following: 

 a. SACRS Legislative Update – July 8, 2022 

 

XIII. UPCOMING MEETINGS 

 

1. Board of Retirement Meeting August 10, 2022, 8:30 a.m. 

2. Administrative Committee Meeting August 10, 2022, 10:00 a.m. 

3. Board of Retirement Meeting August 24, 2022, 8:30 a.m. 

4. Investment Committee Meeting August 24, 2022, 10:00 a.m. 

 

XIV. TRUSTEE/STAFF COMMMENTS 

 

Under state law, matters presented under this item cannot be discussed or acted upon by the Board at this time. 

 

XV.   ADJOURNMENT 

 

In compliance with the Americans with Disabilities Act, if you need special assistance to 

participate in this meeting, please contact the Secretary of the Board of Retirement at (559) 713-

2900. Notification 48 hours prior to the meeting will help enable staff to make reasonable 

arrangements to ensure meaningful access.  Documents related to the items on this Agenda 

submitted after distribution of the Agenda packet are available for public inspection at TCERA, 

136 N. Akers Street, Visalia, CA.  during normal business hours. 
 

 

 

 

 































Manager Category Market Value
Actual 

%

Target 

%
Value at Target

Difference to 

Target
Comments

DOMESTIC EQUITY

QMA Large Core Enhanced 62,670,887        3.45% 3.00% 54,558,290           8,112,597          

SSGA S&P 500 Sec Lnd Index Fund Large Core  187,342,913      10.30% 10.00% 181,860,968         5,481,945          

Boston Partners Large Value 67,187,462        3.69% 3.50% 63,651,339           3,536,123          

William Blair Large Growth  61,152,430        3.36% 3.50% 63,651,339           (2,498,908)         

SSGA US Ext Sec Lnd SMID Core Index 58,389,670        3.21% 3.00% 54,558,290           3,831,380          

Leeward Small Value 29,536,588        1.62% 1.50% 27,279,145           2,257,443          

William Blair Smid Growth 23,730,258        1.30% 1.50% 27,279,145           (3,548,887)         

Total 490,010,208      26.94% 26.00% 472,838,516         17,171,692        

INTERNATIONAL EQUITY

SGA International Growth 84,204,392        4.63% 6.00% 109,116,581         (24,912,188)       

PIMCO RAE International Value 98,524,662        5.42% 4.00% 72,744,387           25,780,275        

SSGA - ACWI Index Fund International Core 89,330,536        4.91% 6.00% 109,116,581         (19,786,044)       

Total 272,059,590      14.96% 16.00% 290,977,548         (18,917,958)       

GLOBAL EQUITY

Skellig Water Fund (KBI) Water Related 55,165,885        3.03% 3.00% 54,558,290           607,595             

Total 55,165,885        3.03% 3.00% 54,558,290           607,595             

PRIVATE EQUITY

Pantheon Private Equity - F of F 166,184             0.01%

Stepstone PE - Secondaries 5,109,859          0.28%

Ocean Avenue III Private Equity - F of F 21,586,494        1.19%

Ocean Avenue IV Private Equity - F of F 24,966,952        1.37%

Ocean Avenue V Private Equity - F of F -                         0.00%

Pathway Fund 8 Private Equity - F of F 33,065,979        1.82%

Pathway Fund 9 Private Equity - F of F 27,954,350        1.54%

Pathway Fund 10 Private Equity - F of F 17,470,029        0.96%

Direct Investments Verus Discretionary -                         0.00%

BlackRock Alternatives Private Equity - F of F 434,721             0.02%

Total 130,754,569      7.19% 12.00% 218,233,161         (87,478,592)       

FIXED INCOME

BlackRock Core Plus 105,110,706      5.78% 6.00% 109,116,581         (4,005,875)         

MacKay Shields Core Plus 104,295,468      5.73% 5.50% 100,023,532         4,271,935          

DoubleLine Core Plus 104,968,199      5.77% 5.50% 100,023,532         4,944,667          

PGIM Emerging Market Debt 47,768,571        2.63% 3.00% 54,558,290           (6,789,720)         

TCERA Asset Allocation Comparison 6-30-22 - Preliminary Numbers

Underweight pending new commitments and 

capital calls. Pantheon, Stepstone and 

BlackRock in liquidation phase. 
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Manager Category Market Value
Actual 

%

Target 

%
Value at Target

Difference to 

Target
Comments

TCERA Asset Allocation Comparison 6-30-22 - Preliminary Numbers

Total 362,142,943      19.91% 20.00% 363,721,935         (1,578,992)         

PRIVATE CREDIT

Sixth Street DCP (TSSP) Private Credit 86,660,967        4.77% 5.00% 90,930,484           (4,269,517)         

Total 86,660,967        4.77% 5.00% 90,930,484           (4,269,517)         

REAL ASSETS

Invesco Real Estate Debt 66,113,272        3.64% 3.00% 54,558,290           11,554,982        

American Realty Advisors Value Add Real Estate 87,220,315        4.80% 4.00% 72,744,387           14,475,928        

Opportunistic RE Funds Opportunistic Real Estate -                         0.00% 4.00% 72,744,387           (72,744,387)       

IFM Infrastructure -                         0.00% 4.00% 72,744,387           (72,744,387)       

SSGA US REIT REIT Index Fund 15,557,514        0.86% 0.00% -                           15,557,514        

RREEF America II Core Commingled 209,230,331      11.50% 3.00% 54,558,290           154,672,040      

Total 378,121,432      20.79% 18.00% 327,349,742         50,771,690        

OPPORTUNISTIC

KKR - Mezzanine Opportunistic 2,430,940          0.13% n/a -                           2,430,940          

Sixth Street TAO Contingent (TSSP) Opportunistic 26,792,968        1.47% n/a -                           26,792,968        

PIMCO BRAVO - Distressed Debt Opportunistic 10,246               0.00% n/a -                           10,246               

Total 29,234,154        1.61% -                           29,234,154        

OTHER 1.61% -                           29,234,154        

Cash 14,459,929        0.80% 0.00% -                           14,459,929        Capital Calls and Cash Flow Needs. 

Total 14,459,929        0.80% 0.00% -                           14,459,929        

Grand Total 1,818,609,676   100.00% 100.00% 1,818,609,676      

F:\Data\Public\Asst Administrator\Investment Committee\Agenda Backup Materials\Asset Allocation Comparison\Asset Allocation Comparison xx-xx-xx.xls

Opportunistic outside of Target Allocation.   

KKR and PIMCO funds in distribution phase. 

Underweight pending IFM Opportunistic RE 

and American Realty capital calls. RREEF 

America II overweight pending rebalancing. 

SSGA REIT - Holding for other capital calls.
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Market
Value

% of
Portfolio

1 Mo Fiscal YTD
Fiscal
2021

Fiscal
2020

Fiscal
2019

1 Yr 3 Yrs 5 Yrs 10 Yrs 15 Yrs 20 Yrs

Total Fund 1,884,561,789 100.0 0.2 -1.8 23.6 0.6 6.0 -1.3 8.1 6.9 7.6 4.9 5.9

      Policy Index -0.1 -2.3 21.9 3.0 6.9 -1.0 8.2 7.2 7.6 5.5 6.4

  Total Domestic Equity 535,075,717 28.4 0.1 -6.0 44.5 4.2 7.6 -4.4 14.8 12.4 13.8 9.1 8.5

      Russell 3000 Index -0.1 -6.0 44.2 6.5 9.0 -3.7 15.6 12.7 14.0 8.9 8.5

    SSGA S&P 500 Flagship Fund 204,204,645 10.8 0.2 -2.6 40.8 7.5 10.4 -0.4 16.4 13.4 14.4 - -

      S&P 500 Index 0.2 -2.6 40.8 7.5 10.4 -0.3 16.4 13.4 14.4 - -

    PGIM QS US Core Equity 68,124,291 3.6 0.0 -1.1 39.5 3.8 6.6 0.4 15.5 12.3 14.0 - -

      S&P 500 Index 0.2 -2.6 40.8 7.5 10.4 -0.3 16.4 13.4 14.4 - -

    Macquarie Large Cap Growth - 0.0 0.0 -9.0 38.0 20.2 15.1 -4.1 17.2 16.7 16.1 - -

      Russell 1000 Growth Index -2.3 -11.8 42.5 23.3 11.6 -6.3 18.3 16.1 16.1 - -

    Boston Partners Large Cap Value 73,889,651 3.9 3.4 5.9 49.5 -8.8 4.5 4.0 15.4 11.1 12.9 8.8 8.7

      Russell 1000 Value Index 1.9 2.1 43.7 -8.8 8.5 0.9 12.8 9.5 12.1 6.6 7.5

    SSGA US Extended Market Index 64,352,205 3.4 -2.2 -22.6 - - - - - - - - -

      Dow Jones U.S. Completion Total Stock Market Indx -2.2 -22.9 - - - -20.2 - - - - -

    William Blair SMID Cap Growth 25,750,423 1.4 -3.1 -21.9 42.4 6.1 10.1 -19.2 8.0 10.3 13.7 10.3 -

      Russell 2500 Growth Index -2.4 -26.7 49.6 9.2 6.1 -22.8 8.9 9.6 12.0 8.4 -

    Leeward Small Cap Value 31,965,954 1.7 3.7 0.1 62.2 -14.5 -4.7 -1.7 14.2 8.1 11.0 - -

      Russell 2000 Value Index 1.9 -7.1 73.3 -17.5 -6.2 -7.7 12.2 7.8 10.7 - -

  Total International Equity 280,406,985 14.9 1.3 -11.3 38.3 -4.0 3.5 -11.8 7.6 5.4 7.1 2.0 4.8

      MSCI AC World ex USA Index 0.8 -11.4 36.3 -4.4 1.8 -12.0 7.0 4.9 6.9 2.7 6.2

    SSGA MSCI ACWI Ex US Index Fund 97,677,931 5.2 0.8 -11.7 35.9 -4.5 1.5 -12.2 6.7 4.6 6.6 - -

      MSCI AC World ex USA (Net) 0.7 -11.8 35.7 -4.8 1.3 -12.4 6.5 4.4 6.4 - -

    PIMCO RAE Fundamental Global Ex US Fund 98,524,662 5.2 3.6 -6.7 45.3 -14.9 -1.5 -8.7 6.7 4.0 - - -

      MSCI AC World ex USA Value (Net) 2.2 -4.1 37.6 -15.3 -0.1 -5.7 5.6 3.3 - - -

    SGA International Growth 84,204,392 4.5 -0.8 -15.7 34.3 6.5 10.7 -14.8 8.5 - - - -

      MSCI AC World ex USA Growth (Net) -0.9 -19.2 33.7 5.8 2.6 -18.9 6.8 - - - -

Total Fund

Executive Summary (Net of Fees) - Preliminary Period Ending: May 31, 2022

Tulare County Employees' Retirement Association

Interim Policy Index (10/1/2021): 26% Russell 3000, 16% MSCI ACWI ex US, 3% MSCI ACWI, 17% Bloomberg US Aggregate, 3% JPM GBI Global, 13.4% NCREIF-ODCE, 5% Russell 2000,
4.6% MSCI REIT Index, 7% Private Equity Returns, 5% Private Credit Returns. SSGA Russell Small Cap Completeness Index transitioned to SSGA US Extended Market Index on 6/10/21. Invesco
Commercial MIF funded 9/1/21. Franklin Templeton Global Bond Plus liquidated 12/9/2021. SSGA US REIT Index funded 12/10/2021. Macquarie Large Cap Growth and Leeward Small Cap Value
market value as of 3/31/2022. All data is preliminary. 1



Total Fund

Executive Summary (Net of Fees) - Preliminary Period Ending: May 31, 2022

Tulare County Employees' Retirement Association

Market
Value

% of
Portfolio

1 Mo Fiscal YTD
Fiscal
2021

Fiscal
2020

Fiscal
2019

1 Yr 3 Yrs 5 Yrs 10 Yrs 15 Yrs 20 Yrs

  Total Global Equity 59,377,005 3.2 1.0 -5.5 50.4 -3.6 1.9 -6.2 13.2 8.6 - - -

      MSCI AC World Index 0.2 -7.6 39.9 2.6 6.3 -6.4 12.2 9.5 - - -

    Skellig Water Fund (aka KBI) 59,377,005 3.2 1.0 -5.5 50.4 -3.6 1.9 -6.2 13.2 8.6 - - -

      MSCI AC World Index (Net) 0.1 -8.0 39.3 2.1 5.7 -6.8 11.7 9.0 - - -

  Total Fixed Income 367,014,622 19.5 0.2 -10.2 2.8 2.9 7.2 -9.8 -1.3 0.3 1.6 3.3 4.7

      Blmbg. U.S. Aggregate Index 0.6 -8.9 -0.3 8.7 7.9 -8.2 0.0 1.2 1.7 3.4 4.5

  Total Domestic Fixed Income 316,179,141 16.8 0.1 -9.2 2.3 7.3 7.6 -8.5 0.3 1.4 2.1 - -

      Blmbg. U.S. Aggregate Index 0.6 -8.9 -0.3 8.7 7.9 -8.2 0.0 1.2 1.7 3.4 -

    BlackRock Core Plus Fixed Income 106,915,475 5.7 0.6 -9.3 0.5 9.1 8.0 -8.6 0.2 1.3 1.9 3.6 4.9

      Blmbg. U.S. Aggregate Index 0.6 -8.9 -0.3 8.7 7.9 -8.2 0.0 1.2 1.7 3.4 4.5

    Doubleline Core Plus 104,968,199 5.6 -0.3 -8.4 2.9 4.1 7.0 -7.7 -0.2 1.0 - - -

      Blmbg. U.S. Aggregate Index 0.6 -8.9 -0.3 8.7 7.9 -8.2 0.0 1.2 - - -

    MacKay Shields Core Plus 104,295,468 5.5 0.2 -9.9 3.7 8.5 7.4 -8.9 0.9 1.7 - - -

      Blmbg. U.S. Aggregate Index 0.6 -8.9 -0.3 8.7 7.9 -8.2 0.0 1.2 - - -

  Total Emerging Markets Fixed Income 50,835,481 2.7 1.0 -13.2 10.3 -2.4 - -13.3 -2.2 - - - -

      50% JPM EMBI Global Div/50% JPM GBI EM Global Div 0.9 -15.7 7.1 -1.1 - -15.9 -2.3 - - - -

    PGIM Emerging Markets Debt 50,835,481 2.7 1.0 -13.2 10.3 - - -13.3 - - - - -

      50% JPM EMBI Global Div/50% JPM GBI EM Global Div 0.9 -15.7 7.1 - - -15.9 - - - - -

  Total Real Estate 381,864,590 20.3 -0.4 21.0 2.2 5.3 6.7 21.0 9.2 8.4 9.6 5.4 7.2

      NCREIF ODCE 0.0 22.7 7.1 1.3 5.5 27.3 10.3 8.9 9.9 6.0 6.6

    RREEF America II 210,655,847 11.2 -0.1 28.8 2.1 5.3 6.6 28.8 11.5 9.7 11.1 6.8 -

      NCREIF ODCE 0.0 22.7 7.1 1.3 5.5 27.3 10.3 8.9 9.9 6.0 -

    American Realty 87,220,315 4.6 0.0 20.2 3.4 - - 20.2 - - - - -

      NCREIF ODCE 0.0 22.7 7.1 - - 27.3 - - - - -

    Invesco Commercial Mortgage Income Fund 67,124,851 3.6 0.0 - - - - - - - - - -

      NCREIF ODCE 0.0 - - - - - - - - - -

    SSGA US REIT Index Non-Lending Fund 16,863,577 0.9 -6.9 - - - - - - - - - -

      NCREIF ODCE 0.0 - - - - - - - - - -

Interim Policy Index (10/1/2021): 26% Russell 3000, 16% MSCI ACWI ex US, 3% MSCI ACWI, 17% Bloomberg US Aggregate, 3% JPM GBI Global, 13.4% NCREIF-ODCE, 5% Russell 2000,
4.6% MSCI REIT Index, 7% Private Equity Returns, 5% Private Credit Returns. SSGA Russell Small Cap Completeness Index transitioned to SSGA US Extended Market Index on 6/10/21. Invesco
Commercial MIF funded 9/1/21. Franklin Templeton Global Bond Plus liquidated 12/9/2021. SSGA US REIT Index funded 12/10/2021. Macquarie Large Cap Growth and Leeward Small Cap Value
market value as of 3/31/2022. All data is preliminary. 2



Total Fund

Executive Summary (Net of Fees) - Preliminary Period Ending: May 31, 2022

Tulare County Employees' Retirement Association

Market
Value

% of
Portfolio

1 Mo Fiscal YTD
Fiscal
2021

Fiscal
2020

Fiscal
2019

1 Yr 3 Yrs 5 Yrs 10 Yrs 15 Yrs 20 Yrs

  Total Private Equity 125,559,779 6.7 0.0 21.6 42.4 5.4 17.8 21.6 22.2 20.3 15.4 - -

      Private Equity Benchmark 0.0 21.6 42.4 5.4 17.8 21.6 22.2 20.3 15.9 - -

    BlackRock Alternative Advisors 434,721 0.0 0.0 -19.6 -13.7 8.1 8.8 -19.6 -9.1 -1.7 2.7 - -

    Ocean Avenue Fund III 19,781,511 1.0 0.0 44.6 25.2 13.7 35.4 44.6 27.2 31.9 - - -

    Ocean Avenue Fund IV 25,814,193 1.4 0.0 33.4 35.2 - - 33.4 - - - - -

    Pantheon Ventures 351,183 0.0 0.0 -3.8 4.4 -23.1 5.6 -3.8 -8.2 -2.6 2.2 3.7 -

    Pathway Private Equity Fund Investors 8 32,224,720 1.7 0.0 22.3 67.5 4.9 26.4 22.3 29.1 28.0 - - -

    Pathway Private Equity Fund Investors 9 25,580,659 1.4 0.0 21.0 73.9 0.0 22.0 21.0 28.1 - - - -

    Pathway Private Equity Fund Investors 10 14,760,903 0.8 0.0 7.1 46.9 - - 7.1 - - - - -

    Stepstone Secondary Opportunities Fund II 6,611,888 0.4 0.0 -4.9 22.4 -0.5 2.1 -4.9 5.0 5.1 - - -

  Total Private Credit 85,054,769 4.5 0.0 3.0 28.3 -4.5 11.2 3.0 8.1 8.7 - - -

      Private Credit Benchmark 0.0 3.0 28.3 -4.5 11.2 3.0 8.1 8.7 - - -

    Sixth Street DCP (frmrly TSSP DCP) 85,054,769 4.5 0.0 3.0 28.3 -4.5 11.2 3.0 8.1 8.7 - - -

  Total Opportunistic 28,651,292 1.5 0.0 22.7 15.0 -6.2 -6.2 22.7 9.8 9.8 12.8 - -

    Sixth Street TAO Contingent (frmrly TSSP TAO Contingent) 26,227,845 1.4 0.0 28.3 27.6 - - 28.3 - - - - -

    KKR Mezzanine Partners I 2,413,123 0.1 0.0 -8.4 -13.6 -7.3 1.5 -8.4 -9.8 -2.4 4.8 - -

    PIMCO Bravo 10,324 0.0 0.0 -3.8 -23.8 -76.0 -45.1 -3.8 -43.9 -27.7 -9.0 - -

Interim Policy Index (10/1/2021): 26% Russell 3000, 16% MSCI ACWI ex US, 3% MSCI ACWI, 17% Bloomberg US Aggregate, 3% JPM GBI Global, 13.4% NCREIF-ODCE, 5% Russell 2000,
4.6% MSCI REIT Index, 7% Private Equity Returns, 5% Private Credit Returns. SSGA Russell Small Cap Completeness Index transitioned to SSGA US Extended Market Index on 6/10/21. Invesco
Commercial MIF funded 9/1/21. Franklin Templeton Global Bond Plus liquidated 12/9/2021. SSGA US REIT Index funded 12/10/2021. Macquarie Large Cap Growth and Leeward Small Cap Value
market value as of 3/31/2022. All data is preliminary. 3
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Key terms

Socially Responsible Investing
SRI is investing with one's values, screening out or not investing in certain companies or industries 
(negative screens), or only investing companies because they exhibit desirable traits (positive screens).

Environmental, Social and/or Governance (ESG)
ESG integration combines ESG considerations (return and/or risk) with traditional financial analysis. ESG 
integration approaches remain alpha-focused with the goal of maximizing financial returns and/or 
lowering portfolio risk through seeking to minimize material ESG risks. 

Active Ownership
Investing with the additional purpose of encouraging companies to manage non-financial ESG risks and 
run sustainable businesses in order to create long-term shareholder value. This can be exercised 
through shareholder advocacy or shareholder engagement, proxy voting and corporate resolutions. 

Impact Investing
Investing with the intent to generate positive, measurable social and/or environmental impact alongside 
a financial return. Impact investments can target a range of returns from below market to market rate, 
depending on investors’ strategic goals.

Sustainable Investing
Sustainable investing covers a wide landscape that considers both financial return and social and 
environmental good.  Sustainable investing and sustainability are broad brush descriptions often used to 
describe an array of approaches as described above.  

There is a broad 

and 
heterogeneous 

spectrum to ESG 
and associated 
investment 

strategies.

Plan-specific ESG 

approaches also 
can vary 
tremendously by 

policy goals and 
implementation.

ESG is not one 
size fits all.
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An abbreviated history

Events, people and interest have all contributed to the current environment

1700s
The origins are rooted with 
early religious investors who 
promoted screens avoiding 
gambling, tobacco, and other 
“sin stocks.”

1968
Ford Foundation pioneered 
Program Related Investments. 
The IRS coined the term 
“program related investment” 
in the Tax code of 1969.

1973
First 20th century shareholder 
resolution by religious 
organization fi led by Episcopal 
Church through Interfaith 
Center of Corporate 
Responsibility.

1971
Pax World Fund – considered 
the first socially responsible 
investment (SRI) mutual fund 
– avoids investments in 
weapons contractors. The 
fund offered an option to 
investors opposed to 
militarism & the Vietnam war.

1980s
Social investors supported the 
anti-apartheid movement by 
divesting from companies 
doing business in South Africa. 
As a practice based on values 
and moral principles, 
avoidance screening became 
one of the basic strategies of 
social investing.

2006
UN-supported Principles for 
Responsible Investing 
unveiled at New York Stock 
Exchange

2015
The Department of Labor 
issued new guidance 
confirming consistency with 
fiduciary duty of 
“economically targeted 
investments” by pension 
funds under ERISA.

2021
Pres ident Biden signed an 
executive order on climate-

related financial risk that 
suspended the Final Rule 
publ ished under the Trump 
administration. This signaled an 
environment friendlier to ESG 
investing in retirement plans, 
whi le retaining the concept that 
one may not sacrifice investment 
returns  or take additional ri sk in 
support of a collateral objective

April 2022 
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ESG – proposed DOL update 
- In 2021, President Biden signed an executive order on climate-related financial risk that 

suspended the Final Rule published under the Trump administration. This signaled an 
environment friendlier to ESG investing in retirement plans.

- Changes in administration could impact adoption of proposed rule

Proposal Rule-

- The amended rule proposed by the Department of Labor on October 13, 2021, “Prudence and 
Loyalty in Selecting Plan Investments and Exercising Shareholder Rights,” follows Executive 
Order 14030, signed by President Biden on May 20, 2021. 

- The order directs the federal government to implement policies to help safeguard the 
financial security of America’s families, businesses and workers from climate-related financial 
risk that may threaten the life savings and pensions of U.S. workers and families.

- The proposed rule retains that investment decisions and the exercise of shareholder rights 
must be solely based on risk and return factors (i.e., one may not sacrifice investment returns 
or take additional risk in support of a collateral objective).

- If adopted, this would replace the final regulations implemented by the DOL in 2020 (the 
Existing Rule).

July 2022 
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Growth of ESG
ESG continues to experience exponential growth

US ESG FUNDS ANNUAL  ASSETS UNDER MANAGEMENT

Sources: US Social Investment Forum Foundation; Morningstar 

US sustainable fund assets 

grew to $330 billion as of 
September 2021.  

US ESG funds gained $51 
billion in net new 

investments in 2021. Most 
inflows went into equity 

funds followed by passive 
funds.  

ESG options continue to 
grow across all vehicle 

types.
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Implementation trade-offs

SRI 

ESG 
integration

Resource demands

D
ir

e
ct

 Im
p

ac
t

Lower Higher

Higher

Active 
ownership

Impact 
investing
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II. Understanding ESG

July 2022 

TCERA 9



Focus areas by category

Examples of E, S, and G 

focus areas include:

Environmental – Carbon 
emissions, pollution, 
climate change, resource 

utilization

Social – Human rights, 
diversity, living wage, labor 
rights

Governance – Shareholder 

treatment, executive 
compensation, board 
structure 

July 2022 
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ESG issues globally

— Climate change risk

▪ Net carbon zero emissions

▪ COP26

— Greater disclosure of ESG metrics and standardization of data

▪ Pecuniary implications

▪ Sustainable Finance Disclosure Regulation (SFDR)

— Increased emphasis on social issues

▪ COVID effects (global inequity)

▪ Diversity, equity and inclusion

— Biodiversity risk

▪ Agriculture, water, deforestation

July 2022 
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ESG issues for U.S. institutional investors

— Climate change and carbon emissions 

— Conflict risk

— Tobacco 

— Board-related issues (mainly governance-focused)

— Sustainable natural resources and agriculture

▪ 95% increase to assets since 2018

Based on a survey 

of 530 

institutional asset 

owners with $6.2 

trillion in ESG 

assets.

Survey accounts 

for about half of 

U.S.  institutional 

assets.
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Overview of roles and process for ESG 
development

Identify ESG 
Criteria

Board 
Education

Board 
Consensus

Investment 
Policy 
Statement Implementation

Roles 

― Board/Staff:  Identify ESG criteria relevant to organization

― Investment Consultant: Education. Help solidify criteria and role in portfolio (i.e., SRI vs. ESG 
integration; risk mitigation vs. return seeking)

― Board: Approve investment policy statement (IPS)

― Investment Committee: Make recommendations for IPS investment language; implementation

Process  

―There are several steps involved in developing an appropriate ESG approach for a plan.

―Policy (ESG criteria) and optimal implementation are both important considerations.

―Risk/return determination and staff resourcing considerations are integral inputs.
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III. Portfolio implications
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Comparison of different approaches

Socially 
Responsible Investing

ESG 
Integration

Active 
Ownership

Impact Investing

Le
ve

l o
f 

im
p

ac
t

Lowest impact on the mission 
relative to other approaches

Medium impact on the mission 
relative to other approaches 

Higher (direct) impact in terms of 
change; for a small equity share, 
investors can effect big changes

Higher impact, with dual mandate 
(ESG impact) but varying return 

profiles

C
o

st
co

n
si

d
e

ra
ti

on
s

Least resource-intensive in terms 
of staff and expertise required to 

implement and monitor

Less resource-intensive in terms of 
staff and expertise required to 

implement and monitor

Higher resource requirements in 
order to actively follow and 

engage with companies’ 
management

Highest in cost in terms of 
resources, oversight and due 

diligence

Im
p

le
m

e
nt

at
io

n
co

n
si

d
er

at
io

n
s Difficult to implement in mutual 

funds or commingled funds, unless 
the investment manager has a 

screened product

For mutual funds, commingled 
funds and separate accounts, the 

onus is on the investment 
manager(s) to integrate ESG in the 

investment decision making 
process

For mutual funds, commingled 
funds and separate accounts, onus 

is on the investment manager to 
exercise active ownership on 

behalf of investors

Hardest to implement relative to 
other approaches, and can require 

finding a specialist provider or 
partners to seek social-investment 

opportunities

Easier to implement in direct 
investments and/or separate 

accounts

For direct investments, onus is on 
asset owner to incorporate ESG in 
the investment decision making 

process

For direct investments, asset 
owner can directly engage with 

investee companies

Similar to positive/best in class 
screening

Limited albeit growing corporate 
sustainability disclosure by 

companies

Lower implementation cost/lower impact
Higher implementation cost/higher impact
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SECTOR COMPARISON ROL L ING 5-YEAR RETURNS

Performance impact

— The MSCI KLD 400 Social Index is based on the methodology used by MSCI for index construction and 
maintenance. The index seeks to provide exposure to companies with high MSCI ESG ratings while excluding 
companies whose products may have negative social or environmental impacts.

— The index screens out companies involved in Nuclear Power, Tobacco, Alcohol, Gambling, Military Weapons, 
Civilian Firearms, GMOs, and Adult Entertainment. 

— The most common social screens typically lead to portfolios biased toward technology and consumer 
products and underweight more cyclical, or value-oriented, sectors.

— Over the long term, social screens should have minimal impact on performance.  However, performance may 
vary over shorter time frames, primarily due to sector differences.

July 2022 

TCERA

Performance differences 

will be most notable 

during periods of 

trending sector 

performance where the 

greatest over and under 

weights exist

Source: eVestment

Data as of May 31, 2022
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There are a range of ESG criteria and implementation options

The spectrum of investment manager    
ESG integration 

Integration of partial ESG

— Partial integration of ESG reflects that the investment 
manager integrates one or two of the ESG 
components into their investment process and 
decision-making.  

— An example of this is when a manager states that 
they consider governance in their evaluation process 
but does not consider specific environmental or 
social criteria.

Integration of broad ESG

— Integration of broad ESG reflects that the investment 
manager integrates each of the ESG components into 
their investment process and decision-making.

ESG-specific product 

— For ESG-specific products, the investment manager 
identifies the product as an ESG product.  

— Examples:  Low carbon emissions, sustainable energy 
etc.

Integration of 
partial ESG

Integration of broad 
ESG

ESG-specific 
product
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An example: carbon-conscious investing

Which approach aligns with TCERA’s collective beliefs on one issue?

Exclude all fossil fuel companies

— With this approach, where should the line of distinction be drawn?  Does the exclusion focus on producers only or does the exclusion extend to all 

distribution channels?  Depending on the line of distinction, there may be unintended exclusions, such as the elimination of retail companies.

Seek “better actors” within fossil fuel industries

— Better actors are firms that are seeking to improve.  They may spend significant amounts on clean air technology or might be implementing changes 

to have a positive impact on the environment. 

Actively engage within fossil fuel industry

— Positive changes at the larger companies oftentimes can result in a positive environmental impact.  Public equity investors can promote change 

through proxy voting and shareholder engagement.  

Impact investing can create needed change

— Promote change by proactively investing in fossil-fuel alternatives. 

RANGE OF OPTIONS TO IMPLEMENT A VIEW ON FOSSIL FUELS

Exclusion “Better actors”
Active 
engagement

Impact 
investing
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Proxy Voting

— Proxy voting allows a shareholder of a corporation who may not be able to 
attend a shareholder’s meeting to cast a ballot on a range of issues, both 
financial and non-financial.

— Shareholders vote on issues related to boards and directors, capital structure 
proposals, mergers and acquisitions, executive compensation and shareholder 
protections.

— Proxy voting extends to general corporate governance matters and 
environmental and social issues, such as climate risk.

▪ Proxy voting services are continuing to expand their specialty policies to address the 
evolving needs of their clients.

TCERA 

outsources 

proxy voting to 

its separate 

account 

investment 

managers.

Proxy voting 

for commingled 

funds is 

governed by 

fund 

prospectuses.
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“Typical” plan approaches to ESG

― ERISA and ERISA-like (corporate and public pension)

▪ Obligation to make decisions on behalf of the beneficiaries of the pension

▪ Climate change/fossil fuel and diversity common trends 

▪ Increased shareholder advocacy through engagement and/or proxy voting

― Non-profit (endowments & foundations)

▪ Most heterogeneous as core values and priorities differ from one entity to another

▪ Trustees have a dual obligation to the E/F and its mission and maintaining the 
organization’s tax-exempt status

▪ Impact investing commonly used with this plan type

▪ Religious organizations often incorporate SRI exclusionary screens (i.e., no sin stocks)

― Taft-Hartley/multi-employer

▪ Incorporate values that are labor friendly

▪ Often invest in asset classes that support this value (real estate, infrastructure)

― Resourcing limitations a practical constraint across plan types for optimal ESG 
approach (staff size and cost considerations)
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Peer implementation
— Verus polled ’37 Act county peers inquiring into ESG policy and implementation

— Few funds responded. But Verus works with nine ‘37 Act counties and reached out to a handful of CA public funds 
known to be active in ESG implementation in order to better understand associated resources and costs.

— Key takeaways regarding :

▪ Board commitment to dedicating meaningful staff time and resources to support ESG policies

▪ Have dedicated ESG staff, in some cases, multiple individuals, as they tend to have larger staffs in general

▪ Employ combination of ESG integration and shareholder engagement (“activism”)

▪ Facilitate through custom proxy voting policies. Time consuming and labor intensive during proxy voting 
season for funds with dedicated staff

▪ Membership in Principles for Responsible Investment (“PRI”) (LACERA, City of Los Angeles, City and County of San 
Francisco, CalPERS, CalSTRS, University of California)

▪ Purchase third party ESG reporting and analytics services (depending upon depth and breadth of services, range 
between $25,000 and $50,000+)

— ESG implementation approach drives intensity of staff time and necessary resources to support. Shareholder 
engagement requires exponentially more staff time and resources versus ESG integration approach.

— Smaller ‘37 Act counties have no ESG initiatives or less resource intensive ESG initiatives, such as monitoring through 
manager supplied data and/or custom proxy voting.
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IV. Data measurement and 
monitoring
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ESG data sources

The number of ESG databases, indices, and resources are growing as ESG investing grows.

— The database used most widely is MSCI ESG

— Investment managers generally supplement database information with their own research

MSCI ESG 
Research

Thomson Reuters 
ESG Research Data

Sustainalytics
Institutional 
Shareholder 
Services (ISS)

Dow Jones 
Sustainability 

Index

Corporate Knights 
Global 100

ES G

Databases, Sources and Indexes
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MSCI ratings overview
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ESG rating framework and process overview

STEP 1: EVALUATE CORPORATE GOVERNANCE
— Examination across governance structures, director-level data, 

governance events, etc.

— Includes six universal key issues evaluated for every company

STEP 2: IDENTIFY KEY ISSUES BY INDUSTRY
— Key issues are identified at industry level using a quantitative 

approach

— Six to ten key issues are assigned to each company within the industry

STEP 3: SCORE KEY ISSUES (1-10)
— Assess data points across key issues focusing relationship between a 

company’s core business and industry issues

— Assess risks and opportunities for the company

STEP 4: FINAL ESG RATING (AAA-CCC)
— Weighted average of the key issues scores are aggregated and scores 

are normalized by their industry

— Final adjusted score corresponds to a letter rating

24

Source: MSCI



Example of Ratings Model
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Source: MSCI
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ESG ratings limitations

— ESG ratings are subjective

▪ Lack of quality: No reporting standards, regulatory oversight, or auditing of ESG ratings

▪ A MIT study1 found that the ESG rating correlation among different agencies was only 
about 61%. Among credit rating agencies in the corporate bond space the correlation is 
99%.

— ESG ratings generally measure the environmental, social, and governance risks a 
business may face.

▪ ESG scores necessarily do not reflect the impact a company has on the planet but rather 
if a company is a good financial decision to invest in or not.

— ESG ratings generally measure how a company fares relative to its peers, not 
across industries

▪ Oil companies may receive good ESG scores although it could be argued that all oil 
companies should have bad ESG scores.
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1. Berg, Florian and Kölbel, Julian and Rigobon, Roberto, “Aggregate Confusion: The Divergence of ESG Ratings” (August 15, 2019). 

ESG scoring is 

an effective tool 

in the 

investment 

management 

community, but 

more can be 

done to make 

the process 

consistent

26



ESG manager monitoring

ESG research often used at firms without ESG-specific strategies

Non-ESG strategies 
examples

ESG Assessment
Database &/or Internal?

Written
ESG Policy?

ESG
Committee?

Ability to
explain integration?

ESG Products
at firm?

Equity manager A – Internal Yes
ESG Team

Governance Committee
Yes No

Equity manager B – MSCI and primarily proprietary research Yes Yes Yes No

Equity manager C – MSCI, ISS, and proprietary research Yes No Yes, for proxies Yes

Fixed income manager A
– Primarily proprietary research
– Internal scoring system

Yes Yes Yes Yes

Fixed income manager B – MSCI, Bloomberg Barclays, Proprietary research Yes Yes Yes Yes
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Verus ESG evaluations assessed alongside 
investment evaluations 

ESG A
Fully Integrated

ESG B
Some ESG Elements Observed

ESG C
Minimal/No ESG Integration

A
Alignment

Firm actively promotes ESG principles;
Incentive comp is ESG aligned

Firm has an ESG policy; PRI neither necessary 
nor sufficient
Incentive comp not ESG aligned

Firm does not have any type of ESG policy

E
Edge

ESG features in product’s stated objective;  
Product is differentiated from peers based on 
ESG approach;
ESG-ness is obvious to a client

Stated objective emphasizes longer 
investment horizon;  May be “unintentional 
ESG” due to philosophy emphasis on 
governance, quality, or sustainable returns

Stated objective has features inconsistent 
with ESG management due to sector 
emphasis, high turnover or momentum 
orientation

I
Implementation

ESG principles explicitly incorporated in 
security analysis/valuation

ESG principles explicitly incorporated in 
security analysis/valuation
(whether or not explicitly labeled as “ESG”)

Manager may vote proxies, but no other ESG 
elements apparent in process;
When prompted, may cite ESG as implicit in 
security analysis/valuation

O
Optimal 

Use of Risk

ESG elements are critical to portfolio 
construction and risk management;
Can cite multiple examples where ESG 
influences active risk taken

ESG elements may be influences in portfolio 
construction or risk management; Manager 
can cite an example of ESG influence on 
active risk

Portfolio construction and risk focuses 
exclusively on volatility, liquidity, default;
Manager cannot cite examples of ESG 
influence on active risk

U
Understandable 

Performance

Performance attribution reflects ESG 
elements or portfolio success is measured 
based on ESG elements

Performance is consistent with the manager’s 
stated objective

Performance is consistent with the manager’s 
stated objective
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ESG and performance results
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Examples 

represent a 

small sampling 

of recent ESG 

studies that 

compare 

incorporating 

ESG and 

performance 

results.

29

While less prevalent today, historically there have been concerns that incorporating ESG 
would lead to underperformance.  Many studies have found this to be a misconception.

— A meta-analysis by University of Hamburg’s School of Business, Economics and Social Science on ESG 
issues and performance reviewed over 2000 studies, likely the most comprehensive study ever 
conducted. The study found overwhelming evidence that the data across 40 years of studying the 
impact of ESG finds at worst, no impact on overall performance and likely suggests a positive 
relationship. In addition, the impact has remained consistent across the 40-year time period suggesting 
it is likely to continue to hold in the future (Gunner Friede, Timo Busch and Alexander Bassen 2015).

— According to the CFA Institute, “empirical evidence does not support the notion that ESG considerations 
necessarily adversely affect performance…ESG integration…is simply about doing a more complete 
investment analysis.” (“Environmental, Social, and Governance Issues in Investing: A Guide for 
Investment Professionals, 2015, CFAI). 

— The University of Oxford & Arabesque Partners analyzed 200 studies on whether sustainable corporate 
practices affect investment returns. It concluded that “88% of the research shows that solid ESG 
practices result in better operational performance of firms and 80% of the studies show that stock price 
performance of companies influenced by good sustainability practices” (Clark, Feiner, and Viehs 2014)

— The metastudy on ESG issues and performance by Mercer (2009), “Shedding Light on Responsible 
Investment: Approaches, Returns and Impact” reached similar conclusions.



V. Summary
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ESG summary

— Inclusion of ESG criteria in investments continues to grow at a rapid pace globally, including 
for U.S. institutional investors.

— ESG represents a heterogeneous set of factors and requires customization both in 
determining appropriate E,S and G criteria and in determining the optimal means of 
implementation.

▪ Developing a comprehensive ESG policy takes time.

▪ Resource and cost constraints must be considered.

▪ Public plans typically use an ERISA-like approach that focuses on ESG risk mitigation and materiality.

— ESG institutional trends are broadening out from a governance focus to one that is more 
inclusive of environmental and social criteria.

— Multiple ESG data sources exist and are often complemented with internal research.

▪ ESG ratings are an effective tool, but it does have its shortcomings and is inconsistent across 
providers.

— Several of TCERA’s ‘37 Act county peers have taken steps to implement ESG into their plans, 
but implementation intensity varies depending on plan size and resources
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Notices & disclosures

Past performance is no guarantee of future results. This document is provided for informational purposes only and is directed to institutional clients and 
eligible institutional counterparties only and is not intended for retail investors. Nothing herein constitutes investment, legal, accounting or tax advice, or 
a recommendation to buy, sell or hold a security or pursue a particular investment vehicle or any trading strategy. This docu ment may include or imply 
estimates, outlooks, projections and other “forward-looking statements.” No assurance can be given that future results described or implied by any 
forward looking information will be achieved. Investing entails risks, including possible loss of principal.  Additional info rmation about Verus Advisory, Inc. 
is available on the SEC’s website at www.adviserinfo.sec.gov.

Verus – also known as Verus Advisory™.

July 2022 

TCERA 32





F:/RETBD/AGENDA MASTER EDUCATIONAL ACTIVITIES  

 

 
 

EDUCATIONAL EVENTS - Board of Retirement  
 
 

2022 
 

 
1. NCPERS, Public Pension Funding Forum, Aug 21-23, Los Angeles, UCLA Meyer & Renee 

Luskin Conference Center. Agenda includes: Pros & Cons of ESG Investing, Fiscal 
Sustainability, Defining and Measuring Public Pension Fiscal Sustainability and other topics. 
Agenda in Binder. 

       
2. CALAPRS, Principles of Pension Governance for Trustees, Aug 29-Sept 1, Current location-

Pepperdine, Malibu - subject to change. No agenda currently. 
 
3. ALTSSV, Forum, Sept. 8, Computer History Museum, Mountain View.  ALTSSV is hosted 

by CFA Society San Francisco, CAIA Association, CalALTs and Markets Group. Alternative 
investment industry insight on the future of venture capital, private equity, private debt, hedge 
fund and real asset investing.  Full Agenda in binder.  

 
4. Nossaman, Public Pensions & Investments Fiduciaries’ Forum, Oct 17-18, Los Angeles, E-

Central Hotel.  Agenda forthcoming. 
 
5. Sixth Street, Annual Investors Meeting, Oct 25-27, St. Regis San Francisco.  

Only Save-the-Date currently. 
 
     6. CALAPRS, Trustee Round Table, October 28, Virtual Program 

 
7. SACRS, Fall Conference, November 8-11, Hyatt Regency Long Beach, Long Beach, CA.  

 
8. Invesco Real Estate, Global Conference, Nov 15-17, The Lodge at Torrey Pines, San Diego. 

Only a Save-the-Date currently. 
 
 
 

2023 
 
      1. CALAPRS, General Assembly, March 4-7, 2023, Monterey   
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