
Alameda County Employees’ Retirement Association 

BOARD OF RETIREMENT 

INVESTMENT COMMITTEE/BOARD MEETING 

THIS MEETING WILL BE CONDUCTED VIA TELECONFERENCE [SEE EXECUTIVE ORDER N-

29-20 ATTACHED AT THE END OF THIS AGENDA.]

ACERA MISSION: 
To provide ACERA members and employers with flexible, cost-effective, participant-oriented 

benefits through prudent investment management and superior member services. 

Wednesday, July 8, 2020 

9:30 a.m. 

The order of agenda items is subject to change without notice. Board and Committee agendas and minutes are available online at 

www.acera.org. 

Note regarding public comments: Public comments are limited to four (4) minutes per person in total. 

Note regarding accommodations:  The Board of Retirement will provide reasonable accommodations for persons with special needs of 

accessibility who plan to attend Board meetings.  Please contact ACERA at (510) 628-3000 to arrange for accommodation.   

1 Alternate Retired Member (Votes in the absence of the Elected Retired Member, or, if the Elected Retired Member is present, then votes 

if both Elected General Members, or the Elected Safety Member and an Elected General Member, are absent).  
2 Alternate Safety Member (Votes in the absence of (1) the Elected Safety, (2) either of the two Elected General Members, or (3) both the 

Retired and Alternate Retired Members). 

ZOOM INSTRUCTIONS COMMITTEE MEMBERS 

The public can view the Teleconference 

and comment via audio during the 

meeting. To join this Teleconference, 

please click on the link below. 

https://zoom.us/join 

Meeting ID: 841-6798-2387 

Password: 308154 

For help joining a Zoom meeting, see: 

https://support.zoom.us/hc/en-

us/articles/201362193 
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NANCY REILLY ALTERNATE 
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DARRYL L. WALKER ALTERNATE SAFETY2 
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INVESTMENT COMMITTEE/BOARD MEETING 

NOTICE and AGENDA, Page 2 of 2 – Wednesday, July 8, 2020 

Call to Order: 9:30 a.m.    

Public Input (Time Limit: 4 minutes per speaker)  

Action Items: Matters for discussion and possible motion by the Committee  

1. Discussion of and Possible Motion to Recommend to the Board to Adopt a $40 million Investment

in Brookfield Super-Core Infrastructure Partners, as part of ACERA’s Real Assets Portfolio –

Infrastructure 3

9:30 – 10:15 Michael Botha, Managing Director, Brookfield Asset Management 

Eduardo Salgado, Managing Partner, Brookfield Asset Management 

John Nicolini, Verus Advisory Inc.  

Clint Kuboyama, ACERA 

Information Items:  These items are not presented for Committee action but consist of status 

updates and cyclical reports  

1. Semiannual Performance Review for the Period Ending December 31, 2019 – Real Assets

John Nicolini, Verus Advisory Inc. 

Clint Kuboyama, ACERA 

2. Review of Cash Overlay and Rebalancing

Margaret Jadallah, Verus Advisory Inc. 

Julius Cuaresma, ACERA 

Adjournment into Closed Session 

Consider the Purchase or Sale of a Particular, Specific Pension Fund Investment (CA Gov. Code 

section § 54956.81) 

Reconvene into Open Session to Report on Action Taken in Closed Session 

Trustee Remarks 

Future Discussion Items 

Establishment of Next Meeting Date 

August 12, 2020 at 9:30 a.m.  

3
In connection with their consideration of this investment, the trustees have received materials that are confidential and exempt from disclosure under 

California Government Code sections 6254.26 and 6255.  Those materials have not been included in the public agenda packet. 











PERIOD ENDING: DECEMBER 31, 2019

Real Assets Review

Alameda County Employees’ Retirement Association



VERUSINVESTMENTS.COM

SEATTLE  206-622-3700
LOS ANGELES  310-297-1777

SAN FRANCISCO  415-362-3484

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 document 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. Verus Advisory Inc. and Verus Investors, LLC (“Verus”) file a single form ADV under the United States Investment 
Advisors Act of 1940, as amended. 
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Real Assets Performance

December 2019
ACERA 3

Performance
— ACERA’s Real Asset Pool has produced a -3.94% IRR since inception. The portfolios poor performance has been driven primarily by the large

weighting in commodity futures (Gresham and AQR) and from earlier investments in energy (Sheridan). More recent investments in CIM
Infrastructure, Quantum Energy, and ISQ Global Infrastructure have emerged from their j-curve but are still too early in their fund life to gauge
performance.

— The commitment to Taurus Mining Finance II is ACERA’s first mining investment. Taurus’ strategy also helps to mitigate the broader portfolio’s j-
curve due the unique cash flow structure within project finance loans.
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Real Assets Performance vs. Pooled Benchmark IRR
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Period Ending: December 31, 2019

1-Year 3-Year 5-Year 10-Year
Since 

Inception
Natural Resources Funds -9.70% -18.67% -10.90% -14.21%
S&P Global Natural Resources Index 1 16.17% 6.25% 5.13% 2.64% 2.64%
Infrastructure Funds 15.63% 10.52% 9.76%
S&P Global Infrastructure Index 1 18.68% 9.48% 7.07% 7.07% 7.07%
Liquid Pool Funds 8.00% 0.52% -1.79% -3.89% -3.60%
Bloomberg Commodity Index 1 3.14% -2.00% -4.43% -6.57% -6.30%
Total Real Assets 6.97% -0.76% -1.94% -4.20% -3.94%

1   Benchmarks:  Identical cash flows invested in the appropriate benchmarks through the life of the portfolio up through 12/31/2019.  Analysis provided by Solovis.



Portfolio Diversification
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Strategy
Period Ending: December 31, 2019

Investment Type Commitment
Current 

Exposure
Current Exposure as % 

of Portfolio
Natural Resources 104,000,000      34,878,344         8.0%
Infrastructure 115,000,000      40,810,448         9.3%
Liquid Pool 689,235,893      362,495,593       82.7%
Total Portfolio 908,235,893      438,184,385       100.0%

Natural 
Resources

8%

Infrastructure
9%

Liquid Pool
83%

REAL ASSETS PORTFOLIO: CURRENT EXPOSURE



Portfolio Diversification
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Geography
Period Ending: December 31, 2019

Geography Reported Fair Value
North America 53,084,296
Europe 16,331,855
Asia 3,040,729
Rest of World 3,231,912
Total Portfolio* 75,688,792
*   Excludes Liquid assets.

North America
70%

Europe
22%

Asia
4%

Rest of World
4%



Portfolio Diversification
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Vintage Year
Period Ending: December 31, 2019

Vintage Year
Commitment as 

of 12/31/19
% of Portfolio 
Commitment

Reported Value as 
of 12/31/19

2009 62,900,000 6.9% 0
2010 24,000,000 2.6% 0
2011 60,800,000 6.7% 0
2012 223,979,858 24.7% 0
2014 15,000,000 1.7% 12,059,205
2016 35,000,000 3.9% 14,729,784
2017 75,000,000 8.3% 34,229,655
2018 40,000,000 4.4% 7,795,070
2019 371,556,035 40.9% 369,370,671
Total Portfolio 908,235,893 100% 438,184,385

VY 2009
7%

VY 2010
3%

VY 2011
7%

VY 2012
25%

VY 2014
2%VY 2016

4%
VY 2017

8%

VY 2018
4%

VY 2019
41%



— With ongoing ESG Policy discussions at ACERA, we are holding off on new commitments until we have direction from the 
Board around any investment restrictions.  

— We have a number of potential re-ups with existing ACERA real asset managers in 2020 so we are prioritizing those 
opportunities.  We also have a Core Infrastructure Fund which we may present to ACERA depending on its fit within the 
new ESG framework.  

— As mentioned previously, we plan to increase the allocation to infrastructure investments at the expense of natural 
resource strategies as we move away from investments in the oil & gas industry.  

ACERA 8

Real Assets Program Update

December 2019
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Date:  July 8, 2020      

To:  Members of Investment Committee                                        

From:  Julius Cuaresma, Investment Analyst; John Ta, Investment Officer 

Subject: Review of Cash Overlay and Rebalancing 

 

Recommendation: 
 

This is an Information Item.  
 

Background: 
 

At the January 8, 2020 Investment Committee meeting, Staff and Verus introduced Cash Overlay 

and Rebalancing operational services to the Committee. The educational presentation assessed 

the Committee’s interest in operational services that could efficiently implement Board-approved 

strategic asset allocation targets (relative to the current rebalancing process). After a discussion 

on the potential benefits (e.g., automated rebalancing) and the associated risks (e.g., basis risk or 

increased equity exposure via derivatives intended to replicate the Total Fund’s private markets 

exposure), the Committee guided Staff and Verus to further explore these operational services.  

 

Discussion: 

 

Since the January Investment Committee meeting, Staff and Verus sent an RFI to a shortlist of 

six candidates, including the incumbent rebalancing consultant, Doug McCalla, and his Optimal 

Portfolio Rebalancing program. Staff and Verus has subsequently analyzed the candidates’ 

respective proposals, particularly noting capabilities that could improve ACERA’s operational 

efforts.  Staff’s and Verus’ early findings suggest that the Cash Overlay and Rebalancing 

services offered by the institutional managers would improve ACERA’s current investment 

operations in terms of efficiency (speed and automation), albeit at a higher cost.  Further 

cost/benefit analysis will be conducted to determine the appropriateness of these institutional 

Cash Overlay and Rebalancing services for ACERA. 

 

At this meeting, Staff and Verus will present continued insight into Cash Overlay and 

Rebalancing services and the due diligence surrounding the RFI. Further, given that this is 

effectively the half-year point in a challenging year, Staff and Verus will provide important but 

not urgent steps on how such services could improve ACERA’s operational efforts. One such 

step perhaps is to ask the candidates to run a “paper” portfolio of the Total Fund through their 

proposed services for the next X-determined months; this “paper” portfolio exercise could then 

help us understand better how such operational services improves ACERA in volatile conditions.                                                                      

 

Conclusion: 

 

Staff and Verus will continue research on the Cash Overlay and Rebalancing operational services 

offered by the short list of managers and report back by the end of the year. 

           jcc
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Memorandum 
 
To: ACERA 
From: Verus 
Date: July 8, 2020 
RE: Update on rebalance and cash overlay research 
 
Executive Summary  
 
ACERA has used Optimal Portfolio Rebalancing (OPR) consulting services, run by sole proprietor 
Doug McCalla, since 1999 to provide guidance to ACERA on portfolio rebalancing.  OPR uses a 
volatility-based rebalancing approach which is implemented by ACERA staff with updated 
rebalancing spreadsheets provided by Doug McCalla and data feeds provided by custodian State 
Street.  This means of rebalancing has been functional and cost effective.   
 
In recent months, Verus and ACERA staff started researching rebalancing/cash overlay managers 
and methodologies to consider the cost/benefit analysis of adding cash overlay services to the 
Plan and to compare rebalancing approaches.  The addition of cash overlay should increase 
returns incrementally over time since risk assets outperform cash over the long run.  Synthetic 
rebalancing used by overlay mangers is more efficient and typically cheaper than physical 
rebalancing for larger institutional plans. The addition of an overlay manager would also provide 
additional breadth and depth of resources to ACERA’s staff.  Not surprisingly, these combined 
services would cost more than ACERA’s current approach.   
 
The rest of the memo outlines the due diligence Verus and staff has conducted so far. At this 
point, we are providing an update on this operational research and plan to report back with a 
recommendation a proposed course of action, if any, by year-end.   Verus’ view is that this is a 
worthwhile but not urgent initiative due to the number of projects already on ACERA’s workplan.   
 
Initial Research Process  
 
Verus and Staff sent summary questionnaires to six rebalancing managers, including ACERA’s 
rebalancing consultant Optimal Portfolio Rebalancing (OPR) run by Doug McCalla.  The list of 
managers included all institutional rebalancing and cash overlay managers that we could 
identify. (This is specialized service with a relatively small number of institutional providers.) The 
questionnaire asked about their organizations, cash overlay and rebalancing capabilities and 
teams, methodologies and means of implementation, fee schedules and reporting capabilities.  
A summary comparison of the firms is shown on page 3.   
 
Of the six respondents, two are much smaller in size and do not offer cash overlay services.  One 
of these is OPR.  While outside the asset classes outlined in ACERA’s EIM Policy, both could 
reasonably be considered emerging by virtue of size and client depth.  Both also use 
sophisticated approaches to rebalancing. 
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The remaining four are much larger in size and client breadth and use a variety of approaches to 
their investment philosophy (active, passive, custom) and implementation methods (futures, 
options, swaps).  These firms have established teams dedicated to overlay services, and robust 
infrastructure and reporting.  Fees for these managers are in the range of 2-3.5 bps (versus less 
than 1 bp for OPR’s rebalancing consulting fee).   
 
Verus and staff believe that further research is warranted to vet the following topics and 
decision points: 
  
 Cost/benefit analysis of cash overlay to net performance; 
 Comparison of rebalancing methodologies and their appropriateness for ACERA; 
 Resourcing help for ACERA staff (extension of staff); 
 Reporting and online capabilities; 
 Overall cost/benefit analysis for the Plan 
 

Verus and ACERA staff will answer questions about the six respondents at the ICM.  We plan to 
continue research on a short list of managers and finish this operational due diligence before 
year-end.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
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 investment vehicle or any trading strategy. This document 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.  
Verus – also known as Verus Advisory™. 
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Firm name Location Website
Year 
founded # clients AUM ($MM)

# public fund 
clients

public fund 
AUM ($MM) Strategy Hedging instruments Reports

AlphaEngine Global Investments 
Solutions (AEGIS) Plano, TX www.alphaengine.net 2002 6 2,360 1 (a) 900 (a) active/dynamic hedging

No cash overlay at this time. For 
rebalancing, liquid, exchange 
traded futures. Options on futures 
where permitted.

Monthly plus daily 
web-based

NISA St. Louis, MO www.nisa.com 1993 120           155,000 15 34,272            
Custom. Active, passive, liability 
hedging, currency, risk premia. 

Futures, forwards, swaps, options, 
repurchase agreements Monthly  

Optimal Portfolio Rebalancing 
(Doug McCalla) Kalaheo, HI None 1998 1 8,300             1 (b) 8,300 (b) volatility-based None; not an overlay manager

Daily monitoring 
report 
(spreadsheet).

Parametric Minneapolis, MN www.parametricportfolio.com 1987 331 97,971           53 16,524            active/dynamic rebalancing Futures

Daily web-based 
plus monthly and 
quarterly reports

Russell Seatle, WA www.russellinvestments.com 1953 219 267,051         54 79,895            active/dynamic/custom Futures/forwards/swaps

Monthly. More 
frequent updates 
available by email.

SSGA Boston, MA www.ssga.com 1978 685           330,038 79             64,627 active/dynamic/passive/custom
Futures, forwards, swaps, TBAs, 
ETFs

Monthly and 
quarterly

Data as of 12/31/19
(a) This public fund client temporarily paused its dynamic overlay program. AlphaEngine has been shortlisted for a 1B overlay search.
(b) Another 9B public fund uses "legacy components" of Optimized Portfolio Relancing's processes.
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