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INTRODUCTION



Introductions
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Pension Plans Are Like Super Tankers!
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DECISION MAKING



How does your Board make decisions?
Majority vote or consensus?
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How does your Board make decisions?
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• Trustees are not required to be investment experts but are 
expected to exercise good judgement and in the sole interest of . . .

• You will be “wined & dined” but, of course, . . . 
• Is the process formal or more informal
• There is a lot of imprecision in investing
• Some questions don’t have a “right” answer (e.g., asset or perf fee)
• Admittedly, sometimes you can’t develop a consensus 
• Sometimes not to make a decision is a decision (e.g., do we change 

the assumed ROR or not?)
• However, if consensus can be achieved:

• Direction to staff is clear
• You have buy-in from all parties
• May be more likely to avoid pitfalls
• Investment ideas are more likely to be maintained 
• May take longer to react to opportunities
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DELEGATION &
ALLOCATION OF RESPONSIBILITIES



Delegation & Allocation of Responsibilities
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Delegation & Allocation of Responsibilities
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Delegation & Allocation of Responsibilities
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Delegation & Allocation of Responsibilities
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Delegation & Allocation of Responsibilities
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(continued)



A Continuum of Structures
for Investment Staff & Consultant

15SONOMA COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION

Fully Outsourced 
CIO Model

In-House

Less Delegated More Delegated

External to 
the Org.

Extension of Staff 
Model

OCB
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THE OUTSOURCED CIO MODEL



How are asset owners responding in the current environment?
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What are the key reasons for considering outsourcing
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Outsourced CIO (OCIO) & the Governance Structure
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What key decisions drive results?
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Strategic Partnership Spectrum
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The “Extension of Staff” Model
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Considerations When Selecting an OCIO
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SCERA’S ALLOCATION 
OF RESPONSIBILITIES



SCERA’s Allocation of Responsibilities

25SONOMA COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION

RETIREMENT BOARD

SCERA STAFF  /  CONSULTANT

MANAGERS
US Equity / Non-US Equity / Global Equity / Fixed Income /   

Real Assets / Opportunistic / Global Asset Allocation / Hedge 
Funds / Private Equity / Cash Overlay & Rebalancing

CUSTODY & ADMINISTRATION
Custodian/Performance Measurement/Prime Broker/Securities Attorneys/Trade 

Cost Consultant(s)/Transition Manager(s)/Securities Lending Agent/Proxy Service 
Provider/Foreign Tax Agents/Cost Management Consultant/Independent Auditor  



SCERA’s Retirement Board
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• Establishes overall strategy – return objective, risk tolerance, 
etc. 

• Approves Investment Policy Statement and investment 
guidelines

• Approves recommended managers & other service providers
• Oversees/directs investment staff



SCERA’s Investment Staff
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• Coordinates and directs other service providers 
• Due diligence on investment consultant
• Ongoing due diligence on managers and custodian
• Rebalancing asset allocation with physicals
• Leads manager selection process
• Leads project planning for investments
• Monthly market & performance highlights for Board mtgs
• Manages system liquidity
• Analyzes risk, market trends, legislation, litigation & other 

external forces impacting investment strategy
• Oversees integrity of investment process & quality of trading 

activities and ensures compliance with the Board’s investment 
policy & guidelines



SCERA’s Investment Consultant
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• Brings expert investment advice in and across asset classes 
• Asset/Liability modeling
• Asset class expertise when hiring managers and considering 

investment structures and guidelines within asset classes
• Manager operational due diligence & ongoing due diligence of 

managers and custodian
• Recommends investment ideas (e.g., Davidson Kempner for 

opportunistic)
• Provides pool of vetted managers for manager searches 
• Presents annual manager reviews
• Conducts annual risk budgeting analysis
• Provides Medium Term Views and capital market assumptions
• Topical educational presentations
• Quarterly performance & analytics reports and related presentations
• Attends monthly meetings to provide insights & consultant perspective



SCERA’s Investment Managers

29SONOMA COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION

• Manage portfolios with agreed upon objectives and within 
guidelines

• Monthly reconciliations of holdings to custodian
• Separate account trade activity reported to custodian
• Reporting to staff & consultant – performance, positioning, 

organizational changes 
• Cash overlay manager also rebalances the Plan’s asset allocation 

using derivatives 



Custody & Administration at SCERA
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• State Street Custody
• Custody of assets
• Selects & manages relationships w/ non-US subcustodians  
• Market values & monthly returns for benchmarks and portfolios
• Quarterly “universe” reports – performance & asset allocations
• Filing securities class action claims - domestic 

• State Street Securities Finance
• Securities lending

• State Street Global Markets
• Transition management
• Interim management
• Commission recapture

• Prime Broker
• Custody of assets and facilitation of borrowing & lending



Custody & Administration at SCERA (cont.)
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• Trade Cost Consultants
• GTA - Ongoing qtrly US and non-US equity as well as fixed 

income trade cost analysis & reporting
• KlarityFX - Periodic quarterly currency trade cost reporting

• Foreign Tax Agents
• Non-US tax filings

• Proxy Service Providers
• Recommendations to managers on how to vote proxy issues
• Cast proxy votes for managers

• Independent Auditor
• Checks SCERA books/accounting
• Reviews integrity of valuation processes

• Securities Litigation – domestic & foreign
• Law firms Cohen & Milstein and Berman DeValerio monitoring 



The Investment Policy Statement (IPS)
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• The IPS is often conceived of as foundational document which, 
like the Constitutional, provides overall guidance 

• The IPS could be a single or multiple documents?
• Asset class or strategy guidelines could be in separate 

documents
• The IPS may be narrow and specific or looser and more 

accommodating
• Is it stable and unchanging or a “living” document?

(the more specific it is the more likely it is subject to change)



SCERA’s IPS
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• Investment philosophy statement
• Risk philosophy statement
• Duties & responsibilities

• The Board, the Investment Committee, investment 
consultant, investment managers, custodian, prime 
broker, custodian, auditor, actuary

• Hiring and reviewing external service providers
• Investment objectives

• Return, risk, time horizon, liquidity requirements, special 
purpose investments (ESG?) 

• Asset allocation targets and ranges
• Rebalancing and cash management

• Rebalancing with derivatives
• Rebalancing with physicals



SCERA’s IPS (continued) 
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• Investment guidelines and portfolio structure
• Core Fixed Income, Alt Fixed Income, Real Assets, US 

equities, Non-US & Global Equities, Overlay Strategies 
(Cash & EIRP Overlay), Opportunistic

• Prohibited investments
• Derivatives (kinds, uses, limitations)
• Required reporting
• Control procedures (perf reviews, ongoing due diligence) 
• Managers on “Watch”
• Performance objectives
• Commission recapture
• Securities lending
• Perf measurement standards (benchmarks & peer universes)
• Securities litigation (separate policy)
• Proxy voting (separate policy)



Planning
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• The annual budget
• The organization’s annual plan
• Periodic off-site meetings

(e.g., SCERA’s Annual Planning Session)
• Periodic (Monthly/Qtrly) Investment Committee meetings 

• Rotation for manager/service provider presentations
• Investment projects for the year / by calendar quarter
• Committee inputs to project list 


