
EAST BAY MUNICIPAL UTILITY DISTRICT 

DATE: 	November 15, 2018 

MEMO TO: Members of the Retirement Board 

THROUGH: Laura Acosta, Manager of Human Resources tb F 

FROM: 	Lisa Sorani, Manager of Employee Services L S. 

SUBJECT: Retirement Board Regular Meeting —November 15, 2018 

A regular meeting of the Retirement Board will convene at 8:30 a.m. on Thursday, 
November 15, 2018 in the Training Resource Center (TRC I) of the Administration Building. 

Enclosed are the agenda for the November 15, 2018 meeting and the minutes for the 
September 20, 2018 regular meeting. The package also includes the following: (1) ACTION 
items: Determination of Eligibility for Surviving Spouse Benefits for Blanca Basch, 
CenterSquare Release from Watch Status, Direction to Continue Holding Private Placement 
Securities; (2) INFORMATION items: Audited Financial Report, 3rd Quarter Performance 
Review as of September 30, 2018, Review of FY 2018 Proxy Voting, Update on Fixed 
Income, CEM Benchmarking Report, District Retirement Health Plan Update; (3) 
REPORTS FROM THE RETIREMENT BOARD. 

LS:eg 

Enclosures 



 

AGENDA 
 

EBMUD EMPLOYEES’ RETIREMENT SYSTEM 
November 15, 2018 

Training Resource Center (TRC1) 8:30 a.m. 
 
 

ROLL CALL: 
 
PUBLIC COMMENT:  The Retirement Board is limited by State Law to providing a brief 
response, asking questions for clarification, or referring a matter to staff when responding to 
items that are not listed on the agenda. 
 
ANNOUNCEMENT OF CLOSED SESSION AGENDA: 
 
1. Significant exposure to litigation pursuant to Government Code Section 54956.(9)(e)(2): 

Blanca Basch’s Claim for Surviving Spouse Benefits.  
 

2. Personnel matters pursuant to Government Code Section 54957: 
a.  Application for Disability Retirement of Melissa Carreon (R.B. Resolution No. 6884) 

 
REGULAR BUSINESS MEETING:  Upon completion of Closed Session 
 
CONSENT CALENDAR: 
 
1. Approval of Minutes – Regular meeting of September 20, 2018 
 
2. Ratifying and Approving Investment Transactions by Counselors for August 2018 and 

September 2018 (R.B. Resolution No. 6885) 
 
3. Ratifying and Approving Short-Term Investment Transactions by Treasurer for August 2018 

and September 2018 (R.B. Resolution No. 6886) 
 
4. Approving Treasurer’s Statement of Receipts and Disbursements for August 2018 and 

September 2018 
 
ACTION: 
 
5. Determination of Eligibility for Surviving Spouse Benefits for Blanca Basch – E. Grassetti 
 
6. CenterSquare Release from Watch Status – S. Skoda 
 
7. Direction to Continue Holding Private Placement Securities  – S. Skoda 

 
 



 

INFORMATION: 
 
8. Audited Financial Report – S. Skoda 
 
9. 3rd Quarter Performance Review as of September 30, 2018 – S. Skoda 
 
10. Review of FY 2018 Proxy Voting – S. Skoda 
 
11. Update on Fixed Income – S. Skoda 
 
12. CEM Benchmarking Report – S. Skoda 
 
13. District Retirement Health Plan Update – L. Sorani 
 
 
REPORTS FROM THE RETIREMENT BOARD: 

14. Brief report on any course, workshop, or conference attended since the last Retirement Board 
Meeting 

 
ITEMS TO BE CALENDARED: 
 

• Discuss 2019 Meeting Schedule 
 
MEETING ADJOURNMENT: 
 
The next regular meeting of the Retirement Board will be held at 8:30 a.m. on Thursday, 
January 17, 2019. 
 
2019 Retirement Board Meetings 
 
January 17, 2019 
March 21, 2019 
May 16, 2019 
July 18, 2019 
September 19, 2019 
November 21, 2019 
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MINUTES OF THE RETIREMENT BOARD 
September 20, 2018 

 
A regular meeting of the Retirement Board convened on Thursday, September 20, 2018 at 8:35 
a.m. in the Large Training Resource Center (TRC) Room. The meeting was called to order by 
President Doug Higashi. 
 
Roll Call – The following Retirement Board Members were present:  Alex Coate, Doug Higashi, 
Tim McGowan, Frank Mellon, and Lisa Ricketts. Marguerite Young was absent. 
 
The following staff members were present: Laura Acosta, Damien Charléty, Elizabeth Grassetti, 
Konana Gregory, Robert Hannay, Lourdes Matthew, Sophia Skoda, and Lisa Sorani.  
 
PUBLIC COMMENT 
 
There was none. 
 
CLOSED SESSION 
 
1. Significant exposure to litigation pursuant to Government Code Section 54956.9(d)(2): one 

matter.  
 
The Retirement Board discussed one matter. 

 
REGULAR BUSINESS MEETING:   
 
The Regular business meeting commenced at 9:32 a.m. The following Retirement Board 
Members were present:  Alex Coate, Doug Higashi, Tim McGowan, Frank Mellon, and Lisa 
Ricketts.  Marguerite Young was absent. 
 
CONSENT CALENDAR 
 
1-4. Consent Calendar – A motion to move the consent calendar was made by Alex Coate and 
seconded by Frank Mellon. The motion carried (4-0) by the following voice vote: 
AYES (Coate, Higashi, McGowan, Mellon), NOES (none), ABSTAIN (none), ABSENT 
(Young). 
 
ACTION 
 
5. Determination of Eligibility for Surviving Spouse Benefits for Blanca Basch – Blanca 
Basch appeared before the Retirement Board seeking reconsideration of the denial of her claim 
for surviving spouse benefits. Mrs. Basch appeared with her daughter, Shirley. Mrs. Basch 
informed the Retirement Board that she is represented by counsel, Chris McAllister, who could 
not attend on her behalf. Mrs. Basch provide the members of the Retirement Board and Staff 
documents ahead of the Board meeting that were included in the Board package, and at the 
meeting with a copy of her written statement.  To support her request, Mrs. Basch stated that she 
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did not know that Mr. Robert Basch had a pension from EBMUD because he did not 
communicate with her. She said she learned of the existence of the pension benefit in March of  
2017 when certain papers came into her possession and she discovered a check stub from May 
31, 2002 from Mr. Basch’s pension from EBMUD. She stated that the statute of limitations 
should start at the time she learned of the pension benefit due to the facts and circumstances, and 
that she is now asserting her rights to the surviving spouse benefit.  
 
Mrs. Basch stated that she didn’t know that Mr. Basch was receiving an EBMUD pension; that 
Mr. Basch lied to EBMUD about his marital status; that EBMUD didn’t require a spousal 
consent form at the time of Mr. Basch’s retirement; that EBMUD didn’t contact her when she 
would have been eligible for surviving spouse benefits; and that she only became aware of rights 
for surviving spouse benefits in March of 2017, and therefore the statute of limitations  should be 
subject to delayed discovery laws.  
 
Mrs. Basch said that she knew of Mr. Basch’s death in 2010, and of the probate proceedings, but 
that she and her two sons were disinherited in the will. At the time of the probate proceedings, 
Mrs. Basch had recently suffered the loss of one of her sons and was battling breast cancer. She 
tried to hire an attorney, but could not afford the fees that she was quoted to contest the probate 
case. Mrs. Basch reiterated that she was married to Mr. Basch for 47 years and that they never 
divorced. She said that if she had known there was a surviving spouse benefit, she would have 
claimed it right away. Mr. Basch apparently told her that he only had Social Security. Mrs. Basch 
stated that Mr. Basch was bi-polar and very difficult to talk with. 
 
The members of the Retirement Board asked her questions regarding their marital status at the 
time Mr. Basch retired and at least one year prior to his death.  Questions included whether she 
was on the District’s medical plans as Mr. Basch’s dependent; whether Mr. and Mrs. Basch filed 
joint income tax returns; whether Mrs. Basch indicated she was married in her former 
employment; and whether Mrs. Basch applied for Social Security benefits for surviving spouse.  
 
Mrs. Basch informed the Retirement Board that she worked for Contra Costa County for 30 
years as a Clerk in the County Recorder’s Office. Mrs. Basch stated that she had her own 
medical plan through her employer and knew nothing of Mr. Basch’s medical plan. She also 
informed the Retirement Board that she filed her income tax returns separately from Mr. Basch,  
but indicated on her income tax forms that she was married.  Mrs. Basch also stated that she is 
receiving her Social Security benefit rather than Mr. Basch’s because Social Security told her she 
earned more than he did, and that her own benefit would be higher and more beneficial to her.  
Mrs. Basch reiterated that Mr. Basch told everyone that he was divorced. Retirement Board 
member, Tim McGowan, asked if she stated she was married on her Contra Costa County 
retirement application.  She said she thinks she did.  She said that Mr. Basch had his own 
apartment because he was difficult to live with, but came by the house to do his laundry, etc.  
 
Retirement Board member, Tim McGowan, asked Mrs. Basch to provide further documentation 
to demonstrate she was married to Mr. Basch at the time of his retirement and at least one year 
prior to his death. Mr. McGowan requested that Mrs. Basch provide documents related to her 
employment with Contra Costa County to demonstrate that she represented to her employer that 
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she was married to Mr. Basch, and any other documentation she can provide that would 
substantiate the claim that they were married at the time of his retirement and death.  
 
The Retirement Board decided to table the determination to the next Board meeting pending 
receipt of the information requested by the Retirement Board and to be provided by Mrs. Basch. 
Tim McGowan made the motion to table until the November 15, 2018 Board meeting. Doug 
Higashi seconded the motion. The motion carried (4-0) by the following voice vote: AYES 
(Coate, Higashi, McGowan, Mellon), NOES (none), ABSTAIN (none), ABSENT (Young). 
 
6. Declaring the Results of the Election of the Retired Member of the Retirement Board – 
Retiree Representative, Lisa Ricketts, was re-elected to a two-year term beginning September 24, 
2018. She received 641 votes out of the 662 votes that were cast. Alex Coate moved to ratify the 
election, and Frank Mellon seconded the motion. The motion carried (4-0) by the following 
voice vote: AYES (Coate, Higashi, McGowan, Mellon), NOES (none), ABSTAIN (none), 
ABSENT (Young). 
 
7. Adopt Economic Assumptions and Response to Actuarial Audit – Andy Yeung and Dirk 
Adamsen from Segal reviewed the results of an interim study of economic assumptions. They 
made the following recommendations: 
 

1) Reduce the inflation assumption from 3% to 2.75% 
2) Reduce the cost-of-living adjustments assumption from 3.0% to 2.75% 
3) Reduce investment return assumption from 7.25% to 7.00% 
4) Reduce inflationary salary increase assumption from 3.00% to 2.75% and maintain 

“across-the-board” salary increase assumption of 0.50% 
5) Introduce an assumption to reflect the cost of election of one of the Retirement System’s 

optional forms of benefits 
 

Andy Yeung reviewed each of the recommendations in turn. He said that while lowering the 
inflation rate to 6.75% is an alternative, going to 7.0% is in line with the step-by-step approach 
the Board has been taking. Andy Yeung reviewed the moving average of inflation over the past 
80 years, which has been trending down, in making his recommendation. He then reviewed the 
investment return assumptions and how they were determined, the administrative costs of the 
investments, and reviewed the confidence level in return assumption. The Board requested a 
review in two years. Frank Mellon made the motion to adopt the recommendations, Tim 
McGowan seconded the motion, and the motion carried (4-0) by the following voice vote: AYES 
(Coate, Higashi, McGowan, Mellon), NOES (none), ABSTAIN (none), ABSENT (Young).  
 
8. Selection of Investment Managers – Sarah Bernstein from PCA reviewed the process used to 
search for candidates and narrow the candidates for both its Bank Loans and Short-Term High 
Yield investment mandates. An RFI was sent to seven firms for each mandate; five responses for 
each were received. The responses were scored and the two finalists for each mandate were 
invited to interviews by the Retirement Board.  
 
a) Bank Loan Manager: The two finalists for Bank Loans were Federated and BlackRock. 
Federated staff gave a background on the company and described the multi-sector approach they 
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use. The Portfolio Manager, Steve Wagner, described how they combine Trade Finance with 
Bank Loans for attractive risk adjusted returns with lower volatility, and low correlation between 
the two types of loans. 
 
BlackRock staff discussed their Bank Loan product, highlighting their emphasis on downside 
protection and their strong track record in Bank Loans. Their representatives also highlighted the 
benefits of BlackRock’s size when it comes to sourcing and negotiating deals, risk management, 
and proprietary technology.  
 
Federated received the highest score on its RFI response, scoring 86 out of 100 possible points. 
The Board appreciated Federated’s trade loan strategy, and that Federated would customize the 
strategy for EBMUD’s mandate. BlackRock offered a more standard approach to Bank Loans. 
Frank Mellon moved to retain Federated, and Tim McGowan seconded the motion. The motion 
carried (4-0) by the following voice vote: AYES (Coate, Higashi, McGowan, Mellon), NOES 
(none), ABSTAIN (none), ABSENT (Young).  
 
b) High-Yield Fixed Income Manager: The finalists for High-Yield Fixed Income manager 
were MacKay Shields and Neuberger Berman. MacKay Shields representatives discussed the 
organization. They only purchase US High-Yield investments and they do not do indexing or add 
bonds to their portfolio. They do bottom-up research on companies and quality is their primary 
consideration. They focus on downside risk and tend to outperform in down markets.  
 
Neuberger Berman was the second firm interviewed. They are an employee-owned company. 
Their philosophy is to aim for stabilizing, avoiding defaults and providing downside protection 
and upside participation. They have extensive research capabilities, and have issuer 
diversification. They have a comprehensive best practice checklist. 
 
MacKay Shields received a score of 89 out of 100, while Neuberger Berman received a score of 
84 out of 100 on the RFI. The Board was impressed by both presentations. Tim McGowan made 
the motion to select MacKay Shields, and Doug Higashi seconded the motion. The motion 
carried (3-0) by the following voice vote: AYES (Coate, Higashi, McGowan), NOES (none), 
ABSTAIN (none), ABSENT (Mellon, Young).  
 
INFORMATION 
 
9. 2nd Quarter Performance Review as of June 30, 2018 – Sarah Bernstein from PCA 
reviewed the 2nd quarter results for the fund. The fund outperformed over all time periods against 
its benchmark and against its peers. WAMCO and Parametric had a status of caution. Parametric 
is expected to have good returns in down markets, so their returns have lagged during this up- 
market.  WAMCO Short-Term High Yield will be replaced so performance is not of concern.   
 
10. Working Capital Annual Update – Sophia Skoda gave an update on the transfer of 
retirement system funds to working capital to provide for retirement system benefit payments 
due to the growth in beneficiaries. 
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11. Transition Update on Private Placements – Sophia Skoda gave an update on the private 
placement securities that were unable to be sold as part of the transition to the new allocations in 
June 2018.  Staff is still exploring options related to these securities. 
 
REPORTS FROM THE RETIREMENT BOARD 
 
Brief report on any course, workshop, or conference attended since the last Retirement 
Board meeting  
 
There were no reports. 
 
ITEMS TO BE CALENDERED / UPCOMING ITEMS 
 

• Continuation of the Basch Surviving Spouse item 
• Proposal to revise the Investment Policy 

 
ADJOURNMENT – Tim McGowan moved to adjourn the meeting at 3:12 p.m. and Alex Coate 
seconded the motion; the motion carried (3-0) by the following voice vote: AYES (Coate, 
Higashi, McGowan), NOES (none), ABSTAIN (none), ABSENT (Mellon, Young). 
 

 
 

       __________________________ 
                                President 
 

ATTEST: ___________________________ 
                                                        Secretary 
 
11/15/2018 



EAST BAY MUNICIPAL UTILITY DISTRICT 

DATE: 	October 19, 2018 

MEMO TO: Members of the Retirement Board 

FROM: 	Sophia D. Skoda, Director of Finance 

SUBJECT: Investment Transactions by Retirement Fund Managers for August 2018 and 
September 2018 

The attached Investment Transactions by Retirement Fund Managers report for the months of 
August 2018 and September 2018 is hereby submitted for Retirement Board approval. 

Attachment 

SDS:DSK:MH 



INVESTMENT TRANSACTIONS BY RETIREMENT FUND MANAGERS 

Auaust 2018 
PURCHASES SALES PORTFOLIO VALUE 

MED INCOME 

CS. McKee $9,286,519 $5,504,613 $178,625,964 

Barclays Aggregate Index fund $O $O $132,705,723 

Western Asset Management Co.-IG $3,030,899 $0 $67,372,765 

Western Asset Management Co.-HI $O $O $35,478,792 

Western Asset Management Co.-HV $0 $o $32,524,947 

TOTAL $12,317,418 $5.604,613 $446,708,192 

DOMESTIC EQUITY 

Barrow Hanley $O $O $3 

Opus Capital $O $0 $O 

Russell 1000 Growth index Fund $0 $o $0 

Russell 2000 Growth index Fund $o $0 $o 

Russell 3000 Index Fund $O $o $462,084,239 

INTECH $o $o $0 

T. Rowe Price $o $o $2,896 

Total Domestic Equity $0 $0 $462,087,139 

COVERED CALLA 
Parametric (BXM) $2,731,203 $2,585,307 $122,046,599 

Parametric (Delta-Shift) $1,212,119 $925,141 $123,162,069 

Van Huizen $27,600,401 $27,683,573 $120,975,260 

Total Covered Calls $31,549,723 $31,194,020 9366,183,925 

INTERNAllONAL EQUITY 

ACWI index fund $o $o $169,543,615 

Franklin/Templeton $3,124,475 $2,990,021 $127,356,573 

Fisher Investments $3,679,245 $3,739,667 $129,405,001 

Global Transition $o $O $743,695 

Total international Equity $6,809,720 $6,729,687 $427,048,884 

REAL ESTATE EQUITY 

RREEF America II $o $O $37,945,515 

CenterSquare $1,312,388 $869,862 $54,353,118 

Total Real Estate $1,312,388 $869,862 $92,298,533 

TOTAL ALL FUND MANAGERS $51,977,249 $44,298,183 $1,794,328,775 

September 2018 

PURCHASES SALES PORTFOLIO VALUE 

FIXED INCOME 

CS. McKee $8,403,470 $8,049,345 $177,637,784 

Barclays Aggregate Index fund $0 $o $131,850,233 

Western Asset Management Co.-IG $1,022,135 $963,465 $67,290,938 

Western Asset Management Co.-HI $0 $o $35,661,537 

Western Asset Management Co--MY $o $o $32,682,047 

TOTAL 99,425,604 $9,012,810 $445,122,538 

DOMESTIC EQUITY 

Barrow Hanley $o $O $8 

Opus Capital $O $o $O 

Russell 1000 Growth Index Fund $0 $O $o 
Russell 2000 Growth Index Fund $o $o $O 

Russell 3000 Index Fund $o $o $462,912,862 

INTECH $o $o $o 

T. Rowe Price $o $0 $2,892 

Total Domestic Equity $0 $0 $482,915,782 

COVERED CALLS 

Parametric (BXM) $2,940,705 $2,659,839 $122,963,959 

Parametric (Delta-Shift) $1,311,834 $1,244,066 $123,932,888 

Van Hulzen $7,688,107 $7,387,609 $121,303,629 

Total Covered Calls $11,940,645 $11,291,514 $368,200,477 

INTERNATIONAL EQUITY 

ACWI Index fund $O $o $170,563,771 

Franklin/Templeton $4,814,224 $4,712,251 $128,694,571 

Fisher Investments $O $o $129,730,258 

Global Transition $O $99,571 $752,659 

Total International Equity $4,814,224 $4,811,822 9429,741,259 

REAL ESTATE EQUITY 

RREEF America ii $o $0 $37,945,515 

CenterSquare $1,624,067 $1,466,949 953,019,115 

Total Real Estate $1,624,067 $1,466,949 $90,964,630 

TOTAL ALL FUND MANAGERS $27,804,540 $26,583,096 $1,796,944,665 

Prepared By: Y1-46t97.LN Date: 10-17-18  

    

Matt HOOrk, AcceuntIn ThthnkIan  



R.B. RESOLUTION NO. 6885 

RATIFYING AND APPROVING INVESTMENT TRANSACTIONS BY THE COUNSELORS 
FOR MONTHS OF AUGUST, 2018 AND SEPTEMBER, 2018 

Introduced by: 	 ; Seconded by: 

WHEREAS, Retirement Board Rule No. B-5 provides for investment transactions without prior 
specific approval by the Retirement Board; and 

WHEREAS, investment transactions have been consummated during August, 2018 and 
September, 2018, in accordance with the provisions of said rule and in securities designated as 
acceptable by Retirement Board Resolution No. 4975, as amended; 

NOW, THEREFORE, BE IT RESOLVED that the investment transactions appearing on the 
following exhibits are hereby ratified and approved. 

President 

ATTEST: 

Secretary 

11/15/2018 



EAST BAY MUNICIPAL UTILITY DISTRICT 

DATE: 	October 3,2018 

MEMO TO: 	Members of the Retirement Board 

THROUGH: 	Sophia D. Skoda, Director of Finance 

FROM: 	D. Scott Klein, Controller  6 

SUBJECT: 	Short Term Investment Transactions for August 2018 

The attached Short Term Investment Transactions report for the month of August 2018 is hereby 
submitted for Retirement Board approval. 

Attachment 

SDS:DSK:MH 



EBMUD EMPLOYEES' RETIREMENT SYSTEM 
SHORT TERM INVESTMENT TRANSACTIONS 

CONSUMMATED BY THE TREASURER 
MONTH OF AUGUST 2018 

DATE OF 
PURCHASE 

9-Aug-18 

24-Aug-18 

COST/ 
FACE VALUE  

$ 	3,840,000.00 

3,836,000.00 

(9,446,000.00) 

DESCRIPTION  

Local Agency Investment Fund 

Local Agency Investment Fund 

Local Agency Investment Fund 

DATE OF 
SALEVATURITY 

lb 

31-Aug-18  

YIELD (°/01 

1.998 

1.998 

1.998 

$ 	(1,770,000.00) 	Net Activity for Month 

$ 6,868,846.55 

(1,770,000.00)  

$ 5,098,846.55  

Beginning Balance 

Net Activity for Month 

Ending Balance 

   

SUBMITTED BY 0 DATE  

 

D. Scott Scott Klein 
Controller 

  

—1—Robert L. Han 

Treasury Man ger 

c-LS eiv-ryk 1  svc 
Sandy Lindley 

Acctg. Systems Super. 

prepared by MHauck 



EAST BAY MUNICIPAL UTILITY DISTRICT 

DATE: 	October 19, 2018 

MEMO TO: 	Members of the Retirement Board 

THROUGH: 	Sophia D. Skoda, Director of Finance 

FROM: 	D. Scott Klein, Controller 	Ar yt 

SUBJECT: 	Short Term Investment Transactions for September 2018 

The attached Short Term Investment Transactions report for the month of September 2018 is 
hereby submitted for Retirement Board approval. 

Attachment 

SDS:DSK:MH 



EBMUD EMPLOYEES' RETIREMENT SYSTEM 
SHORT TERM INVESTMENT TRANSACTIONS 

CONSUMMATED BY THE TREASURER 
MONTH OF SEPTEMBER 2018 

COST/ 	 DATE OF 	DATE OF 
FACE VALUE 	DESCRIPTION 	PURCHASE SALE/MATURITY YIELD % 

$ 	3,849,000.00 Local Agency Investment Fund 	7-Sep-18 	 2.063 

3,860,000.00 Local Agency Investment Fund 	20-Sep-18 	 2.063 

(9,380,000.00) Local Agency Investment Fund 	 28-Sep-18 	2.063 

$ 	(1,671,000.00) 	Net Activity for Month 

$ 5,098,846.55 

(1,671,000.00)  
$ 3,427,846.55  

Beginning Balance 

Net Activity for Month 
Ending Balance 

   

EL-1(c\ -  
SUBMITTED BY 	

0 	
DATE  It)-VIc   

D. Scott Klein 
Controller 

471^1X1 	 t not  etc .̂ 

Robert L. Hannay 	Sandy Lindley 

Treasury Manager 	Acctg. Systems &Jew, 

prepared by MHouck 



R.B. RESOLUTION NO. 6886 

RATIFYING AND APPROVING INVESTMENT TRANSACTIONS BY THE TREASURER 
FOR AUGUST, 2018 AND SEPTEMBER, 2018 

Introduced by: 	 ; Seconded by: 

WHEREAS, Retirement Board Rule No. B-7 provides for the temporary investment of 
retirement system funds by the Treasurer or Assistant Treasurer in securities authorized by 
Sections 1350 through 1366 of the Financial Code or holding funds in inactive time deposits in 
accordance with Section 12364 of the Municipal Utility District Act; and 

WHEREAS, investment transactions during August 2018, and September, 2018 have been made 
in accordance with the provisions of the said rule; 

NOW, THEREFORE, BE IT RESOLVED that the investment transactions consummated by the 
Treasurer and included on the attached Exhibit A for August, 2018, and September, 2018 are 
hereby ratified and approved. 

President 

ATTEST: 

Secretary 

11/15/2018 



EAST BAY MUNICIPAL UTILITY DISTRICT 

DATE: 	October 3,2018 

MEMO TO: 	Members of the Retirement Board 

THROUGH: 	Sophia D. Skoda, Director of Finance 

FROM: 	D. Scott Klein, Controller 04,141,:— 

SUBJECT: 	Statement of Receipts and Disbursements for August 2018 

The attached Statement of Receipts and Disbursements report for the month of August 2018 is 
hereby submitted for Retirement Board approval. 

Attachment 

SDS:DSK:MH 



STATEMENT OF RECEIPTS AND DISBURSEMENTS 
EMPLOYEES' RETIREMENT FUND 

MONTH OF AUGUST 2018 

CASH BALANCE at July 31, 2018 716,175.92 

Receipts_ 
Employees' Contributions 1,349,101.05 
District Contributions 6,379,742.65 
LAIF Redemptions 9,446,000.00 
Refunds and Commission Recapture 19 760.86 

TOTAL Receipts 17,194,604.56 

Disbursements 
Checks/Wires Issued: 

Service Retirement Allowances 8,346,294.06 
Disability Retirement Allowances 159,643.83 
Health Insurance Benefit 933,844.59 

Payments to Retiree's Resigned/Deceased 54,000.40 
LAIF Deposits 7,676,000.00 
Administrative Cost 349 076 49 

TOTAL Disbursements (17,518,859.37) 

CASH BALANCE at August 31, 2018 391,921.11 

LAIF 5 098 846 55 

LAIF and Cash Balance at August 31, 2018 5,490,767.66 

Domestic Equity 
Barrow Hanley 3.48 
Russell 1000 Index Fund 0.40 
Russell 2000 Growth Index Fund 0.07 
Russell 3000 Index Fund 462,084,239.42 
T. Rowe Price 2,895.65 

Subtotal Domestic Equity 462,087,139.02 

Covered Calls 
Parametric (BXM) 122,046,599.17 
Parametric (Delta-Shift) 123,162,069.38 
Van Hulzen 120,975,259.77 

Subtotal Covered Calls 366,183,928.32 

International Equity 
ACWI Index fund 169,543,615.03 
Franklin Templeton 127,356,572.68 
Fisher Investments 129,405,001.21 
Global Transition 743 694 84 

Subtotal International Equity 427,048,883.76 

Real Estate 
RREEF America REIT II 37,945,515.00 
Center Square 54,353,117.63 

Subtotal Real Estate 92,298,632.63 

Fixed Income 
CS Mckee 178,625,964.05 
Barclays Aggregate Index fund 132,705,722.94 
Western Asset Mgt Co-Short Term Inv Grade 67,372,765.17 
Western Asset Mgt Co-Short Term High Income 35,478,792.19 
Western Asset Mgt Co-Short Term High Yield 32 524 947.24 

Subtotal Fixed Income 446,708,191.59 

Total for Domestic and International Equities 1,794,326,775.32 

MARKET VALUE of ASSETS at August 31, 2018 $ 	1,799,817,542.98 

Respectfully submitted, 

D. coaein 
Controller 

   

rlo I tot \--• 

S. F. Lindley 
/tette Sys Sum. 

prepared by mhouck 

  

Robert L. Hannay 
Treasury Mw. 



EAST BAY MUNICIPAL UTILITY DISTRICT 

DATE: 	October 19, 2018 

MEMO TO: 	Members of the Retirement Board 

THROUGH: 	Sophia D. Skoda, Director of Finance * 

FROM: 	D. Scott Klein, Controller 0 

SUBJECT: 	Statement of Receipts and Disbursements for September 2018 

The attached Statement of Receipts and Disbursements report for the month of September 2018 
is hereby submitted for Retirement Board approval. 

Attachment 
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STATEMENT OF RECEIPTS AND DISBURSEMENTS 
EMPLOYEES' RETIREMENT FUND 

MONTH OF SEPTEMBER 2018 

CASH BALANCE at August 31, 2018 391,921.11 

Receipts 
Employees' Contributions 1,354,012.28 

District Contributions 6,402,432.82 
LAIF Redemptions 9,380,000.00 
Refunds and Commission Recapture 12 260.70 

TOTAL Receipts 17,148,705.80 

Disbursements 
ChecksNVires Issued: 

Service Retirement Allowances 8,276,333.66 

Disability Retirement Allowances 159,120.97 
Health Insurance Benefit 933,695.02 

Payments to Retiree's Resigned/Deceased 2,955.66 
LAIF Deposits 7,709,000.00 

Administrative Cost 129 221.66 

TOTAL Disbursements 117,210,326.971 

CASH BALANCE at September 30, 2018 330,299.94 

LAIF 3 427 846 55 

LAIF and CASH BALANCE at September 30, 2018 3,758,146.49 

Domestic Equity 
Barrow Hanley 7.56 

Russell 3000 Index Fund 462,912,862.43 
T. Rowe Price 2 891 81 

Subtotal Domestic Equity 462,915,761.80 

Covered Calls 
Parametric (BXM) 122,963,959.17 
Parametric (Delta-Shift) 123,932,888.31 
Van Hulzen 121 303 629.02 

Subtotal Covered Calls 368,200,476.50 

International Equity 
ACWI Index fund 170,563,770.63 

Franklin Templeton 128,694,571.33 

Fisher Investments 129,730,257.75 

Global Transition 752 659.05 

Subtotal International Equity 429,741,258.76 

Real Estate 
RREEF America REIT II 37,945,515.00 

Center Square 53 019 114.77 

Subtotal Real Estate 90,964,629.77 

Fixed Income 
CS Mckee $ 	177,637,783.88 

Barclays Aggregate Index fund 131,850,232.82 

Western Asset Mgt Co-Short Term Inv Grade 67,290,937.52 

Western Asset Mgt Co-Short Term High Income 35,661,536.77 
Western Asset Mgt Co-Short Term High Yield 32 682 046 85 

Subtotal Fixed Income 445,122,537.84 

Total for Domestic and International Equities 1,796,944,664.67 

MARKET VALUE of ASSETS at September 30, 2018 $ 	1,800,702,811.16 

Respectfully submitted, 

    

     

 

D. icon Kle' 
Controller 

    

  

c_ 

 

-5r,'S trek. I tiNC 
S. F. Lindley 

Acctg Sys Supyr. 

preparsd by mhouck 

   

Robert L. Hannay 
Treasury Mgr. 



EAST BAY MUNICIPAL UTILITY DISTRICT 

DATE: 	November 15, 2018 

MEMO TO: Members of the Retirement Board 

THROUGH: Laura Acosta, Secretary to the Retirement Board  t•-• fl 

FROM: 	Elizabeth Grassetti, Senior Human Resources Analyst  Cer- 

SUBJECT: 	Determination of Eligibility for Surviving Spouse Benefits for Blanca Basch 

This item was continued from the September 20, 2018 meeting where Retirement Board member 
Tim McGowan asked Mrs. Basch to provide further documentation to demonstrate she was 
married to Mr. Basch at the time of his retirement and at least one year prior to his death. Mr. 
McGowan requested that Mrs. Basch provide documents related to her employment with Contra 
Costa County to demonstrate that she represented to her employer that she was married to Mr. 
Basch and any other documentation she can provide that would substantiate the claim that they 
were married at retirement and death. 

Staff received an e-mail from Mrs. Basch's attorney, Chris McAllister with further 
documentation on November 2, 2018. Mr. McAllister also requested that Mrs. Basch and her 
daughter Shirley be allowed to make a statement to the Retirement Board and answer any 
questions the Board may have. 

Attachment 
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EAST BAY MUNICIPAL UTILITY DISTRICT 

DATE: 	November 15, 2018 

MEMO TO: Members of the Retirement Board 

THROUGH: Laura Acosta, Secretary to the Retirement Board  t•-• fl 

FROM: 	Elizabeth Grassetti, Senior Human Resources Analyst  Cer- 

SUBJECT: 	Determination of Eligibility for Surviving Spouse Benefits for Blanca Basch 

This item was continued from the September 20, 2018 meeting where Retirement Board member 
Tim McGowan asked Mrs. Basch to provide further documentation to demonstrate she was 
married to Mr. Basch at the time of his retirement and at least one year prior to his death. Mr. 
McGowan requested that Mrs. Basch provide documents related to her employment with Contra 
Costa County to demonstrate that she represented to her employer that she was married to Mr. 
Basch and any other documentation she can provide that would substantiate the claim that they 
were married at retirement and death. 

Staff received an e-mail from Mrs. Basch's attorney, Chris McAllister with further 
documentation on November 2, 2018. Mr. McAllister also requested that Mrs. Basch and her 
daughter Shirley be allowed to make a statement to the Retirement Board and answer any 
questions the Board may have. 

Attachment 
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LEGAL SERVICES 

Elizabeth Grassetti 
	 NoRTHIRN CALIFORNIA 

Email: elizabeth.grassetti@ebmud.com  

VIA EMAIL 

Friday, November 02, 2018 

RE: Blanca Basch Supporting Documents for November 15, 2018 Retirement Board Meeting 

Dear Ms. Grassetti, 

This letter and the accompanying documents are in response to the Retirement Board's request that 
Mrs. Basch provide further documentation to demonstrate that she was married to Robert Basch at the 
time that he retired in 1996 and that they remained married until his death in 2010. What follows is a 
list of documents Mrs. Basch would like the Board to consider at the next meeting scheduled for 

November 15, 2018 along with some clarifying information that may be helpful in interpreting these 
documents. 

Blanca Basch's Certificate of Naturalization 

Blanca Basch became a naturalized US Citizen on September 09, 2008, two years before Robert 
Basch's death. Mrs. Basch declared herself to be married on her citizenship application, as 
reflected on the certificate. The Board should note that United States Citizenship and 
Immigration Services (USCIS) takes misstatements or misrepresentations on citizenship 

paperwork very seriously. Misrepresentations on a citizenship application can result in the 
denial of an application or even revocation of citizenship in the event that USCIS discovers the 
misrepresentation after the fact. 

Mrs. Basch would like the Board to know that the decision to become a United States Citizen 
required her to give up her citizenship in her country of origin and that she did not take this 
decision lightly. When Mrs. Basch decided to become a US Citizen, she had lived in the United 
States for decades. She had a distinguished career and raised a family in this county. Misstating 
her marital status on her citizenship application for no apparent benefit would have put her 
entire life in serious jeopardy. 

Blanca Basch's Application for Employment with Contra Costa County 

Mrs. Basch stated that at the September 20, 2018 meeting of the Retirement Board, members 
of the Board inquired about documents showing that she represented herself as married to her 
employer. Asking about marital status In a pre-employment context is prohibited by Title VII of 
the Civil Rights Act of 1964 and is considered by the United States Department of Labor as 

evidence of the intent to discriminate. Therefore, Mrs. Basch's employment application with the 
county does not ask about her marital status. 

Western  States Pension 
Assistance Project: 

501 12th Street 
Sacramento, CA 95814 

P: 866A13 4911 
F: 916.551 2197 
www.lsnc.not 

11 fttp,  ) Pr , 	ISC 



Although the application does not directly address her marital status, Mrs. Basch would like to 

call the Board's attention to item 16 of the application where she lists Robert Basch as an 
emergency contact. 

Grant Deed Transferring Ownership of Blanca Basch's Home to Her 

Mrs. Basch acquired her home in 1988. The Grant Deed clearly grants ownership of the property 
to "Blanca E. Basch, a married woman, as her sole and separate property." 

Certificate of Appreciation Issue by Contra Costa County at Blanca Basch's Retirement 

Mrs. Basch stated that at the September 20, 2018 meeting of the Retirement Board, members 

of the Board inquired about documents showing that she represented herself as married on her 

own retirement application. Mrs. Basch retired from employment with Contra Costa County on 

July 5, 2014. Because Robert Basch died in 2010, Mrs. Basch was not married at the time she 
retired and therefore did not declare herself to be married at that time. 

The enclosed documents are included as evidence of Mrs. Basch's retirement date after the date 
of Robert Basch's death. 

Additionally, Mrs. Basch requests that she and her daughter, Shirley Basch, be allowed to be present at 

the November 15, 2018 Retirement Board meeting to make a statement and answer any questions that 

the Board may have at that time. If there is anYadditional information or documentation that Mrs. 

Basch or I can provide at this time, please feel free to contact me at the number below or via email at 
cmcallister@lsnc.net. 

Best Regards, 

- ?Ma 
Chris McAllister 

Staff Attorney, Western States Pension Assistance Project 
Phone: (916) 551-2146 

Fax: (916) 551-2197 

Email: cmcallister@lsnc.net  

Enclosures: 	Blanca Basch Certificate of Naturalization 

Blanca Basch's Application for Employment with Contra Costa County 

Grant Deed Transferring Ownership of Blanca Basch's Home to Her 

Certificate of Appreciation Issue by Contra Costa County at Blanca Basch's Retirement 

2 
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. 	 An equal Opportunity Employer 
CONTRA COSTA COUNTY PERSONNEL DEPARTMENT 

491 Pine Settee. Manion, Californie 114553 	 RECEIVED 
For Personnel Use Only 

APPLICATION FOR 
A i Etil.R6N 7—  PERSWilt Accepted queened 

EXAMINATION 

JAM 30 	4 40 P$' '89 Ana yee 	E(13— 	Oats 	-..a&Z" I _ 
POSITION APPLYING FOR 	 .. 

Remo 
en 

exact Merit Syste 	ob ti 

.. 

PLEASE TYPE OF PRINT IN INK 41:Myel" 
WI 

C.NL
Enter 

1221 

_ 	, Social Security Number — for Applic nt/Employee Record Control IVoluntaryl 13 

Name 

84 c-, GAL 	 e4,9 Ale- A 	 6.  
Me Lest %roe 	 Firm Nome 	 Moat Name 

Address 

673 8 	CZ A g r so ..- 	Cr 	a pat/ t 	C. A 	67(r-cm-I  , 

Test Code Area 
JA—Central 
0 W —Wee! 
0 3—East 
0 S —Special 

c  

Oil 2 n 
414  r 

1121 
NO 	Street (9) 	 Ape. No. 	 City (IOU 	 State/Zip Code (11) 

Phones 

10 s ) 	).t- 4( 39 	 ( LI IS5 	4; 4 6 - '0 76 	( 	i 1131 	 Nome 1141 	 1151 	Salons 1161 	 1171 	Energency 1181 
5 	If you are not a United States Citizen, do you have permission to work In the United 

States from the U.S. Immigration and Naturalization Service? 	 Yes 	611 	No 	D 
You will be required to submit proof of your permission to work if employed. 

6 	Have you ever been convicted of any offense by any civilian 
please note in Section 15 the date and place of each offense, 
date and place of conviction and the fine or sentence received. 
violations for which the only penalty Imposed was a fine 
inal record is not necessarily a bar to employment. Each 
sideration, based on job relatedness. 

or military court? if yes, 
the specific charge, the 

You may omit traffic 	 Yes 	0 	No 	Pli 
of less than $50.00. A crim- 
case is given individual con- 

7 	Have you ever been discharged, forced to resign, or rejected during a probationary 
period from any employment within the last ten years? 	 Yes 	0 	No 	17.1 
If yes, give name and address of employer, reason for each release and dates of 
employment. 

If mown is yes. it b not necessarily a bar 40 employment. Ewe case ii green individual conbelerabon, based on job wateriness. 

Are you fluent in any language other than English? If so, please specify- 	CFA 1)15/4 

Veterans who have served continuously on active duty for more than 180 days and have received an honorable 
discharge within the last five years, and disabled veterans without limit as to date of discharge, may be allowed 
an additional 5% of their total earned score (providing the exam is successfully completed). To obtain this 
credit, veterans MUST provide FORM DD214, proof of disability if applicable, or other acceptable proof of 
service WITH EACH APPLICATION by the application filing deadline. This credit does not apply to promo-
tional examinations. 

Do you wish to apply for Veterans Credit? 	Yes 	0 	No 0 Verify (VI  
1191 

OFFICE USE ONLY 
10 	Have you ever worked for Contra Costa County before? 	 Yes 	9II 	No 	0 

Are you currently working in a permanent Merit System position for Contra Costa County? 	Yes 	OK No 	14 A 
Merit System job title 	 izei 

List licenses, certificates and/or registrations required for this job (Driver's 
License, Registered Nurse License, etc.). 

TITLE 	 DATE ISSUED 	OA Te EXPIRES 	 NUMBER 

Verified By Lic. No. 1 

1231 
Lic No 2 

1241 
Lic. No. 3 

1251 
a . el 4A/001 

OFFICE USE ONLY 



16. 	In case of emergency please notify: Name 	 1- T 
Phone  79e - 3 city 	Address 	 4 

13, EDUCATIOK: Check appropriate box if you possess one of the following; 
High School Diploma 	 G.E.D. Certificate 

Give Highest Grade or Educational Level Achieved 0 California High School Proficiency Candice t.  

Names of coliegesruniveralties attended Dales 
Attended 

Course or 
StudyiNtalor 

Degree 
Awarded 

Units Completed i. 
rww,"7,... 
--el—  

Date Dogre 

Semester Quarter 
Resuiremen

<  Complete 
A) _TN yek -Atnelaich 0 	A-ClirbE-rn )7  I 4 5-2- / .3-  cii avzie v I s 5 Yes 0 No 0  

CE tar OF.' 

Ell UMI ticg.s, ri 0 F CA tig.. 	SF /9‘-7" FR Eif°61  Yes 0 No R 
C) Be-fl, rs 	schw e or 441..Junc•Es 5 r •  

Other 
I i r-s-/ 5" 4 EP' 6-its 04  

_ce- g. 
Yea 0 NOD ca in 

n 'cc. 
CZ eft rep 

re 
1-) 

Or 
schools/trelning complated:,_ Course a  rgSigAt 	Itg s  

r 	..1.- a 

c.2, 

 
/ftre..$2mAletect CRAP 

es9AtrY-Scser- 1/ 
vale Awarkd . 

ger .1i C. 
. 	 SECTION MUST BE FILLED OUT COMPLETELY, although you may submit a Immo or other supporting documentation 

If so desired. Begin with present or most recent experience and account to ALL time during he past 10 years. Use additional sheets 11 
necessary. Voluntary non-paid experience will be accepted if job-related. 

A) 	Dates  Employees Name and Address 

From i, ̂ $ S-  e. ed . Elee n 0 NS- OE-Pr 

Title 0/1 7-4  FAJ 7" v 19A-7,) 7/Reason for Leaving-1.1—:77.--r 	----,:;47-7-3 ,o) 

Dulles performed 6.1TER/Alt-  fri- eicrki Ft cc 	A 
To PRe 5 es)  r 5,-44 m A JP 5  7 vA ei Ery OF PP TA cto m c 0 DE--b 	Unica Deb -- 
Total 	..3 	1  til A ia.?-t 1../5 '1 , 6R DOCl/WIEQTC• 	 C3(17-Ctil ?JO- 	-t- .5.ok7ikia. 

	

Yre, 	
klos' 

	

Full time 	t----  
Salary per month $ 	300.2E DIA( iJTA a A) 1 Ai a 	IDI 0 b <ion 0 0 	.... 	MI) C (1 r n..1  C.  
0 Volunteer 	Hr. Salary 
Hrs. per week '/0 	$ 

Ur Li Z-(•710 k) 	'R ECO 42'S . 
Part time 

13) 	Dotes Employers Name and Address 

.016.5m2__, gickaCES-DianPFSOuties 
intil t'Ars / he 	PP. 

lilie keep RD s Ccemikfi77,Reason tor Leaving //.., f  77,ny 	6-‘ irnIA ri  
performed From 	7- P 3 

To 	4 - V / P area At) 5 /nigAi/9 	..efwerErt-11- 	So- 
Total 	1/ LL A 	tUrn- 	1:-  r , C4 • 

- 	7- <jig 4- inel; ki - 
re--• /IA A / cs• 	0 	Lc 	 0 	Rerao •n••eo to 	cr."/ 	-4- /2 ece it 

	

Yrs. 	
Mos.Salary 

Full 	time 	r...." 
per month $ _a_.45----;  c-‘4/ C Tifok/ 4- 	IC o g 	144 C 	0 Fr.  / C ar 	)9 A J 15 	2 ',' ,,,,,-,3 	 . 

0 Volunteer 	Hr. Salary 
Hrs. par week 	Y'C  0 	.a 

/3 I/4 fl C Ft. Cl; - 
Part time 

Dale, Employees Name 	rid Address 	...‘ sna  rrnnrint.  Ir-r  on I  Tale 	/t 4, I) 	cc,. c -7,4 Au y ems 	or Leaving/4040D rep of  preQ i 
From 	/ 0  - 	i 1--C/4-  TEG f  uir 	K Duties performed &NI vl> C 	cR 7.  0 PeiA TiP 	A$5,5 	sl - 	7-4 
To 	/0 - 3))2.- FirTy 	FA Le ST.  rc Mari/TRIO 	RE-00gb5 	OA 	oik, 4 , kir 	pAr#4 
Total 	1 SA i../ 	Fkn kie.iSCn. apt • Thp au A,  A Ls— 	Ai a , o_r_tsu 	i ii -1   C 	...- I.) P 1,)A .F.) 	 ri ti A' 

Full time time 	I 

Salary per month $ /2 e0 2#  t or DA 7-A- 	35qc.r.--  . 	A 5 4 / G 77 IV a 	E#JaeLieffellki 
0 Volunteer 	 fir, Salary 
Hrs. per week 41-.0 	G 

iO,S0  ti ki 6t  ( 	),") 6.42_a_L_Lr(_Co m Mot 	fe'12.55 a oat. . 
Part time 

Dates Employer's Name and Address Trite  VA v 1. -r 	e4eRK 	Reason tor Leaving RE.: rot ma) 0.-  0Q eou  
From 	i/ - el' 620 Ar E P._ rsb, 5AL le106;5 Duties performed 	mAtit r 	Re-c6k Ds 	-s- 	/3 A s.) C ; 7-., c 
To 	e - r i 7 ° Al C14. e OLE-A F A ..a're 0 0 ti &tn.) 714 71•21 0 	TO A t N 7-r-- 1,/ 74 Ai c i7 	beat trzok 
Total 	 7 (1)14 it 7-, c--  7z. ,Cp DJ-P-1c e 	sm- c-  a e A tuc.4-4.e5 , 

	

Yre. 	Mes' 

	

Full time 	̀--- 
Salary per month $ 	(100 1'2  Accis no g 	co 5 ro is E (2., 	Sfrva vice- - 
0 Volunteer 	Hr. Salary 
Hrs. per week 9- 0 	C,  Part time 

Dates Employees Name end Address Title -11-9SM/QTRUA 1 	Ai  N Reason lor Leaving Et, 1 ho 	r 	i .../ 
From 1 - 17 4 Cars 7 fah rrin- &70,20.6 D, i .DutleS performed 
To 	9 - S-  0  pis-3s-  E jut! irpee Btvp. 13i- 4.ip 6 u A.. c 	Tus T.-pi/or/6 u A t_. 	1\ i D — 4o 0,1k- 
Total 	1 	tot,

. 
(.iti- irriar?,Q5.f\ 	. an 1 1-• 'a) rz 7-  n 	CcA SS ?PO M c 	1 0 	r t t e A tt1114 0 Yrs. 

Full time 	‘ic- 
Salary per month $ MeL7-11 	 pr'A V i SW - SA/ Ci, $ 	77S4 AA' IA r,  
0 Volunteer 	Hr. Salary 
Hrs. per week .. 	0 	$ Part time 	1----  

15. Remarks 	  

17 I authorize the employers and educational institutions identified in this employment application to release any information they have 
concerning my employment or education, to the County of Contra Costa. Yes 0 No 
May we contact your present employer? Yes t;11\  No 0 

18 	CERTIFY that the statements made by me in this application are true, complete, and correct to the best of my knowledge and belief, 
and are made in good faith. I understand and agree misstatements/omIsslons of material fact will Cause forfeiture of my rights to 
employment by Contra Costa County. 
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Mama Ce giada 
C46. Mutat C58arai joined the Contra Costa County Clerk-Recorder's 

office in December 1986 as a Data Entry operator for Elections. 

In 1989, (53horta- transferred to the Clerk's Data Entry group where she 
excelled in data entry. 

Recognizing her dedication, work ethic and exemplary work quality, 

CWevtarwas soon promoted to a Lead position of Clerk Specialist. 

In 1998, C53/otaa-  was deputized as a Deputy Commissioner of Marriages; 

and according to her own account, has performed over 10,000 ceremonies joining 
couples together in matrimony. 

During her 281/2  years in the Clerk-Recorder's Office, C53hmaa-  has 
contributed to training nearly every employee in the Division. 

In May 2014, CS3hcroareceived a letter from President Obama recognizing 

and commending her nearly three decades of civil service and wishing her well as 
she enters a richly-deserved retirement. 

As Contra Costa County Clerk-Recorder and on behalf of dekerea:r current 
and former colleagues and the thousands of customers she has served, we 
congratulate her and thank her for her remarkable service to Contra Costa County 

and the Clerk-Recorder's Office as CSBilitaroffidally retires on July 5, 2014. 

SE H E. CANCIAMILLA 

' Contra Costa County Clerk-Recorder 

461- 



THE WHITE HOUSE 

WASHINGTON 

April 30, 2014 

Ms. Blanca Basch 
Concord, California 

Dear Blanca: 

I am pleased to join your family, friends, and colleagues in 
congratulating you on your retirement. 

Your hard work and dedication have helped fulfill important 
obligations to your community and our Nation. Public service is an 
honorable calling, and it is my privilege to join in celebrating your 
career. 

I thank you for all you have done, and I wish you happiness 
and good health in the years ahead. 

Sincerely, 



EAST BAY MUNICIPAL UTILITY DISTRICT 

DATE: 	November 15, 2018 

MEMO TO: 	Members of the Retirement Board 

FROM: 	Sophia D. Skoda, Director of Finance 

SUBJECT: 	CenterSquare Release from Watch Status 

CenterSquare Investment Management (CenterSquare) invests in a public REIT portfolio on 
behalf of the Retirement System. The CenterSquare account was valued at $53.0 million as of 
September 30, 2018, representing about 2.9% of total Retirement System assets. In December 
2017, CenterSquare was placed on "Watch" status due to a change in the firm's ownership. 
Pension Consulting Alliance LLC (PCA), the Retirement System's investment consultant, has 
been monitoring the impact of the change since that time. PCA reports that the firm's investment 
process and portfolio management team have remained stable. PCA recommends that 
CenterSquare be removed from "Watch" status and has prepared the attached memo to provide 
further details. 

Staff supports removing the CenterSquare public REIT portfolio from "Watch" status, as 
recommended by PCA. 

SDS:RLH 



 

  

M E M O R A N D U M  
Date: October 31, 2018 

 

To: East Bay Municipal Utility District (EBMUD) 

 

From: Pension Consulting Alliance, Inc. (PCA)  

 

CC: Eric White, CFA; Sarah Bernstein; Ashley Yoshida – PCA    

 

RE: CenterSquare “Watch” Status Update 

 

 
 

Summary 

 

PCA recommends that the EBMUD Employees’ Retirement System (EBMUDERS) remove the 

CenterSquare public REIT portfolio from “Watch” status.  The firm was placed on “Watch” status as 

of December 2017 upon BNY Mellon Investment Management announcing the sale of the 

CenterSquare business to CenterSquare’s management team and private equity firm, Lovell 

Minnick Partners in September 2017.  Since the transaction closed on January 2, 2018, there have 

been no changes to the US REIT strategy’s investment process and the portfolio management 

team has remained stable.  Additionally, performance has outperformed the benchmark over 

short- and long-term periods measured. 

 

Discussion 

 

EBMUDERS is invested in CenterSquare Investment Management’s public REIT portfolio focusing on 

real estate in the United States.  As of September 30, 2018, the Plan had interests in CenterSquare 

valued at approximately $53.0 million, equal to approximately 58.5% of its real estate portfolio 

assets and 2.9% of its total assets. 

 

In September 2017, BNY Mellon, the sole owner of CenterSquare Investment Management, 

announced it had entered into a definitive agreement to sell CenterSquare Investment 

Management to CenterSquare’s management team and the private equity firm Lovell Minnick 

Partners.  The transaction was subject to standard regulatory approval and closed on January 2, 

2018.   

 

Since inception in the EBMUD portfolio, the portfolio has experienced minimal team turnover and 

positive absolute performance results over the time periods measured.  Over the recent quarter 

and 1-year periods ended September 30, 2018, the portfolio outperformed the FTSE NAREIT Equity 

REITs Index by 0.6% and 2.7%, respectively, and longer-term performance exceeded the 

benchmark by over 1.0% annually.  The portfolio has also exceeded the benchmark over the last 

five consecutive calendar years.  

 

Upon the close of the transaction there have been no changes to the CenterSquare US REIT 

strategy’s investment process or investment management team.  CenterSquare’s senior 

management team has continued to have day-to-day authority and responsibility for managing 

CenterSquare and making all investment decisions.  The number of clients invested in the US REIT 

strategy has also remained relatively stable following the transition. 
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CenterSquare Investment Management 

Real Estate 

 “Watch” Status Update 
 

Product and Organization Review Summary 

Reason for Update    

   Failed Performance Criteria  

        Organizational Changes  

  Scheduled Watch Update 

 
Level of 

Concern^ 

Investment 

process 

(client 

portfolio) 

Investment 

Team 

 Performance 

Track Record 

Team/ 

Firm 

Culture 

Product      

Key people changes None     

Changes to team structure/individuals roles None     

Product client gain/losses None     

Changes to the investment process None     

Personnel turnover None     

      

Organization      

Ownership changes Low    Low 

Key people changes  None     

Firm wide client gain/losses None     

^None, low, medium, or high 

 

Review and Recommendation History 

Date PCA Findings and Recommendation Board  

11/2018 PCA recommends removal from “Watch” 

status 

Pending 

11/2017 PCA recommended “Watch” status due to 

organizational changes. 

Approved 
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Background 

 

EBMUDERS is invested in CenterSquare Investment Management’s public REIT portfolio focusing on 

real estate in the United States.  EBMUD retained CenterSquare in October 2011 with an initial 

investment of approximately $24 million.  As of September 30, 2018, the account totaled $53.0 

million in assets. 
 

Discussion 

 

Organizational Review 

 
CenterSquare Investment Management Holdings, Inc. was founded in 1987 to provide direct real 

estate investment management services to institutional investors. In 1995, CenterSquare 

Investment Management, Inc. was formed as a wholly-owned subsidiary of CenterSquare 

Investment Management Holdings, Inc. (collectively referred to as “CenterSquare”) to provide 

U.S. real estate securities investment management services.  

 

In February 2006, CenterSquare was acquired by The Bank of New York Company, Inc. (BNY). BNY 

and Mellon Financial Corporation merged on July 1, 2007, creating the largest securities servicing 

and asset management firm globally.  The Bank of New York Mellon Corporation (BNY Mellon), is 

one of the world’s leading asset managers. CenterSquare was a real asset investment 

management subsidiary within BNY Mellon's boutique asset management model and was solely 

owned by BNY Mellon. 

 

In September 2017, BNY Mellon announced it had entered into a definitive agreement to sell 

CenterSquare Investment Management to CenterSquare’s management team and the private 

equity firm Lovell Minnick Partners.  The transaction was subject to standard regulatory approval 

and closed on January 2, 2018.  CenterSquare management acquired a significant stake in the 

company (diversified among over 30 senior employees), with the remainder owned by Lovell 

Minnick Partners.  BNY Mellon stated that the sale of CenterSquare was in-line with their strategy 

to streamline their portfolio to provide a more focused set of specialist investment solutions for 

clients.  Additionally, the new CenterSquare ownership structure, with meaningful equity 

ownership by management, enhanced the firm’s alignment of interest with its clients and sought 

to ensure a strong and stable future for the firm. 

 

Lovell Minnick Partners was founded in 1999 and has a long track record of investing across the 

investment management, distribution, and advisory value chain.  Lovell Minnick provides 

developing companies with equity capital to support private company recapitalizations, 

leveraged buyouts, and pursue growth opportunities.  The firm has expertise in investing in the 

financial and related business services sectors and in addition to capital will provide strategic 

support and resources to CenterSquare management in driving execution of business plans. 

 

The new governance structure of CenterSquare Investment Management includes a Board of 

Directors consisting of two members appointed by Lovell Minnick, two members appointed by 

CenterSquare, and the appointment of an independent director by Lovell Minnick.  Strategic 

decisions will be made by the Board, with formal meetings held quarterly and informal discussions 

as necessary.  The existing senior management team at CenterSquare has continued to have 

day-to-day authority and responsibility for managing CenterSquare and makes all investment 

decisions.  CenterSquare obtained 100% client consent to assign prior investment management 

agreements to the new entity. 



 

4 

 

Investment Team 

 

The investment team for the U.S. public REIT portfolio has remained relatively stable. Over the last 

several years the team has experienced the departure of one portfolio manager in 2015.  The 

portfolio is currently managed by four portfolio managers and supported by six analysts, including 

one analyst added this year.   

 

Investment decisions are discussed among the investment team, with final decision-making 

authority by Global Head of Real Estate Securities Dean Frankel.  All members of the investment 

team have responsibility for making stock selection for companies they cover. The investment 

team meets at least weekly to discuss macroeconomic events, sector weightings and individual 

security issues.  The team model allows for an open exchange of investment ideas across all 

property sectors. 

 

Investment Strategy  

 

CenterSquare's strategy is to invest in a diversified portfolio of real estate securities with low-relative 

stock prices to provide clients with high risk-adjusted returns. CenterSquare aims to uncover low-

relative price opportunities across sectors and at different turning points in the real estate cycle.  

 

CenterSquare Investment Management, Inc.’s investment philosophy has remained unchanged 

since inception in 1995. It is based on the following three tenets:  

 

1. A value-oriented investment philosophy,  

2. Both real estate and capital markets research, and  

3. Proprietary quantitative analysis. 

 

The firm utilizes a value-oriented investment philosophy, with the goal to identify mispriced assets 

in the marketplace. The firm's experience has shown that attractive relative valuations provide 

both downside protection and potential for upside growth. 

 

The process of translating CenterSquare's investment philosophy into prudent decisions is based 

on real estate and capital markets experience. In general, this experience has convinced the firm 

that REITs are neither real estate nor stocks alone. They are, in fact, both.  

 

As ‘hybrid’ investments, REITs are valued based on a number of factors, only one of which is a 

company’s underlying real estate asset value. Therefore, investment returns will be a function of:  

- Underlying real estate investment results;  

- The management team that operates the real estate and sets the strategic direction for 

the company and its balance sheet strength; and, 

- The company’s position within a continuously changing public capital market. 

 

Continuing the thesis above, as ‘hybrids’, REITs are capable of trading at implied real estate 

valuations which are materially different from those which would otherwise exist in the private 

institutional real estate market. Such variances (as measured by a premium or discount to net 

asset value) may exist for sustained periods of time due to the three non-real estate factors listed 

above, including management quality, balance sheet strength and the public market 

environment.  

 

In addition to calculating and comparing REIT net asset values, CenterSquare has also developed 
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a proprietary relative value model that assesses a REIT’s value based on factors unrelated to 

traditional real estate metrics.  CenterSquare's cycle-tested performance is grounded in an 

innovative investment process with the ability to look beyond apparent value to the full range of 

business, management and capital market factors that determine the true quality of a company, 

and the value of a client’s investment.  

 

Investments are identified based on relative value across their universe of securities. 

CenterSquare’s investment process focuses on identifying attractive securities relative to property 

sector peers. In addition, they are seeking to identify securities that are valued at discounts to 

private market values.  CenterSquare follows a rigorous investment process, including primary 

components:  

 

1. Top-down Research: The firm’s research process begins by considering the macroeconomic 

landscape. The team examines factors such as economic growth, interest rates, inflation, 

employment, and consumer spending. From this perspective, they refine and form an opinion on 

how each of these macroeconomic factors will impact the different real estate sectors within the 

U.S. (including office, apartment, retail, hotel, industrial, etc.) They layer pricing considerations into 

this relative value analysis to determine which property sectors to over or underweight.  

 

2. Bottom-up Research: The bottom-up element focuses on detailed stock-level analysis. Real 

estate is a management-intensive business, and so the team starts with a qualitative assessment 

of each REIT by understanding each company’s strategic vision, governance practices, and 

history of value creation in varying economic cycles. Next, they quantify the fundamentals and 

valuation of the underlying real estate using traditional real estate valuation tools, such as implied 

capitalization rates, net asset value, and replacement costs. They also evaluate each underlying 

property from an operating perspective, considering items like rental rates, occupancy, expenses, 

property locations, and quality of buildings, as well as quality of tenants and tenant turnover. The 

final phase of the bottom-up portion of their process involves evaluating each security using their 

proprietary valuation models. The team strives to understand how independent variables drive 

valuation. Proprietary models look at leverage, growth, size, property type and other critical 

factors to derive a view of relative value. A critical component is a rigorous underwriting of each 

company’s balance sheet to understand the impact of debt and debt maturities on a company’s 

ability to navigate the capital markets and successfully implement its strategy. This disciplined 

financial modeling allows the team to compare valuations across the REIT universe on a like-for-

like basis over time.  

 

Each REIT in CenterSquare's investment universe is assigned to one of their research analysts. 

Financial information received directly from companies and other sources is used to build and 

maintain valuation models. Certain information provided by independent and sell side analysts, 

such as estimates for recurring capital expenditures, is incorporated into these models. Frequent 

requests for additional information is made directly to REIT management or requested during 

quarterly conference calls. Prevailing interest rates, changes in economic data and up-to-the 

minute industry news are monitored via Bloomberg Financial Markets. The portfolio managers are 

also involved in the research process.  

 

3. Risk Management: While identifying attractive securities is an important element of the process, 

risk management ensures a proper balance between alpha generation and risk minimization. With 

a goal of adding 200-300 basis points of excess return on an annual basis, this third step of the 

process focuses on identifying and understanding factor exposures and active bets relative to the 

benchmark. The firm monitors exposures across a number of facets, including, but not limited to, 
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VaR, tracking error, beta, sector weights, active bet exposures, correlation, standard deviation, 

and Sharpe ratio. 

 

CenterSquare’s research efforts are dedicated to finding relative value opportunities between 

and within sectors and regions. Firm management, strategy for value creation, the underlying real 

estate assets, valuation and catalysts have a significant impact on the team’s assessment of each 

company in the research universe. In addition, each company has unique characteristics (factor 

exposures) which are continuously monitored.  

 

Other Considerations 

 

Performance Review 

 

The CenterSquare portfolio performance has been positive on an absolute and relative basis over 

short- and long-term periods measured.  Over the recent quarter and 1-year period ended 

September 30, 2018, the portfolio outperformed the FTSE NAREIT Equity REIT Index by 0.6% and 

2.7%, respectively.  Longer-term performance has exceeded the benchmark by 1.2% and 1.6% 

over the 3- and 5-year periods, respectively.  Since its late 2011 inception, the portfolio 

outperformed by 1.4% annually.   On a calendar year basis, the portfolio bested the benchmark 

over the last five consecutive calendar years. 
 

Performance Results 

 Annualized, Ending 9/30/2018 

Performance Qtr 1 Yr 3 Yr 5 Yr 

Since 

Inception 

(11/2011) 

CenterSquare 1.4 6.0 8.8 10.8 11.1 

FTSE NAREIT Equity REIT Index 0.8 3.3 7.6 9.2 9.7 

Difference  0.6 2.7 1.2 1.6 1.4 

 

 

 Calendar Years, ending 12/31 

Performance 2012 2013 2014 2015 2016 

 

2017 

CenterSquare 17.4 3.6 32.7 5.5 9.0 7.0 

FTSE NAREIT Equity REIT Index 18.1 2.5 30.1 3.2 8.5 5.2 

Difference  -0.7 1.1 2.6 2.3 0.5 1.8 
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Assets & Accounts 

 

Over the last three calendar years, both, firm and product assets and clients steadily increased.  Since 

the ownership transaction, firm-wide clients declined year-to-date but US REIT clients have been 

relatively stable; firm and product assets grew slightly over the first half of the year.  The U.S. Real Estate 

Securities product, in which EBMUDERS is invested, currently represents more than half of the firm’s 

assets under management. 

 

Capital Assets / Clients 

 Firm-wide U.S. Real Estate Securities 

 

Assets 

($ billions) Clients 

Assets 

($ billions) Clients 

2018-06 9.8 147 5.9 64 

2017-12 9.6 189 5.7 67 

2016-12 8.8 183 4.7 54 

2015-12 8.2 138 3.8 50 

2014-12 8.4 N/A* 3.3 N/A* 

2013-12 6.8 177 2.3 37 

2012-12 7.6 175 2.0 34 

2011-12 4.6 162 1.5 34 
  Source: eVestment Alliance 

   *data not available from eVestment 
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DISCLOSURES:  This document is provided for informational purposes only. It does not constitute an offer of securities of any of the issuers that 

may be described herein. Information contained herein may have been provided by third parties, including investment firms providing 

information on returns and assets under management, and may not have been independently verified.  The past performance information 

contained in this report is not necessarily indicative of future results and there is no assurance that the investment in question will achieve 

comparable results or that the Firm will be able to implement its investment strategy or achieve its investment objectives. The actual realized 

value of currently unrealized investments (if any) will depend on a variety of factors, including future operating results, the value of the assets 

and market conditions at the time of disposition, any related transaction costs and the timing and manner of sale, all of which may differ 

from the assumptions and circumstances on which any current unrealized valuations are based. 

 

Neither PCA nor PCA’s officers, employees or agents, make any representation or warranty, express or implied, in re lation to the accuracy 

or completeness of the information contained in this document or any oral information provided in connection herewith, or any data 

subsequently generated herefrom, and accept no responsibility, obligation or liability (whether direct or indirect, in contract, tort or 

otherwise) in relation to any of such information.  PCA and PCA’s officers, employees and agents expressly disclaim any and a ll liability that 

may be based on this document and any errors therein or omissions therefrom.  Neither PCA nor any of PCA’s officers, employees or agents, 

make any representation of warranty, express or implied, that any transaction has been or may be effected on the terms or in the manner 

stated in this document, or as to the achievement or reasonableness of future projections, management targets, estimates, prospects or 

returns, if any.  Any views or terms contained herein are preliminary only, and are based on financial, economic, market and other conditions 

prevailing as of the date of this document and are therefore subject to change.   

 

The information contained in this report may include forward-looking statements. Forward-looking statements include a number of risks, 

uncertainties and other factors beyond the control of the Firm, which may result in material differences in actual results, performance or 

other expectations. The opinions, estimates and analyses reflect PCA’s current judgment, which may change in the future. 

 

Any tables, graphs or charts relating to past performance included in this report are intended only to illustrate investment performance for 

the historical periods shown. Such tables, graphs and charts are not intended to predict future performance and should not be used as the 

basis for an investment decision. 

 

All trademarks or product names mentioned herein are the property of their respective owners.  Indices are unmanaged and one cannot 

invest directly in an index.  The index data provided is on an “as is” basis.  In no event shall the index providers or its affiliates have any liability 

of any kind in connection with the index data or the portfolio described herein.  Copying or redistributing the index data is strictly prohibited. 

 

The Russell indices are either registered trademarks or tradenames of Frank Russell Company in the U.S. and/or other countries.  

 

The MSCI indices are trademarks and service marks of MSCI or its subsidiaries.  

 

Standard and Poor’s (S&P) is a division of The McGraw-Hill Companies, Inc.  S&P indices, including the S&P 500, are a registered trademark 

of The McGraw-Hill Companies, Inc. 

 

CBOE, not S&P, calculates and disseminates the BXM Index. The CBOE has a business relationship with Standard & Poor's on the BXM.  CBOE 

and Chicago Board Options Exchange are registered trademarks of the CBOE, and SPX, and CBOE S&P 500 BuyWrite Index BXM are 

servicemarks of the CBOE. The methodology of the CBOE S&P 500 BuyWrite Index is owned by CBOE and may be covered by one or more 

patents or pending patent applications. 

 

The Barclays Capital indices (formerly known as the Lehman indices) are trademarks of Barclays Capital, Inc. 

 

The Citigroup indices are trademarks of Citicorp or its affiliates. 

 

The Merrill Lynch indices are trademarks of Merrill Lynch & Co. or its affiliates. 

 

FTSE is a trademark of the London Stock Exchange Group companies and is used by FTSE under license. All rights in the FTSE indices and/or 

FTSE ratings vest in FTSE and/or its licensors. No further distribution of FTSE data is permitted with FTSE’s express written consent.  

 

  

































































































































East Bay Municipal Utility District

Preliminary Report

This report is solely for the use of client personnel. No part of it may be circulated, quoted, or reproduced for distribution outside the client organization without prior written approval from
Pension Consulting Alliance, LLC.

Nothing herein is intended to serve as investment advice, a recommendation of any particular investment or type of investment, a suggestion of purchasing or selling securities, or an invi-

tation or inducement to engage in investment activity.

Q3 2018



Asset Class Performance (gross of fees)

^Historical net returns for the Total Portfolio aggregate are currently available from 2Q 2011.

^^^ Policy Benchmark consists of 25% Russell 3000 (blend), 25% MSCI ACWIxU.S. (blend), 20% CBOE BXM, 15% BBg BC Aggregate, 5% BBg BC US 1-3 Year Government/Credit, 2.5% BBg BC 1-5 Year U.S. High Yield

Cash Pay, 2.5% S&P/LSTA Performing Loans, 2.5% NCREIF (lagged), and 2.5% FTSE NAREIT Equity REITs index 7/1/18-present; see Appendix for historical Policy Benchmark composition.

*Russell 3000 as of 10/1/05. Prior: 30% S&P500, 10% S&P400, 10% Russell 2000 (4/1/05-9/30/05); 33% S&P500, 10% S&P400, 10% Russell 2000 (9/1/98-3/31/05); 30% S&P500, 15% Wilshire 5000 (4/1/96-8/31/98).

**MSCI ACWIxU.S. as of 1/1/07; MSCI EAFE ND thru 12/31/06.
***60% BBg BC Aggregate, 20% BBg BC US 1-3 Year Government/Credit, 10% BBg BC 1-5 Year U.S. High Yield Cash Pay, and 10% S&P/LSTA Performing Loans index 7/1/18-present; 50% BBg BC Aggregate, 25% BBg
BC US 1-3 Year Government/Credit, 12.5% BBg BC 1-5 Year U.S. High Yield Cash Pay, and 12.5% S&P/LSTA Performing Loans index 4/1/14-6/30/18; 75% BBg BC Aggregate, 12.5% BBg BC 1-5 Year U.S. High Yield Cash
Pay, and 12.5% S&P/LSTA Performing Loans index 3/1/14-3/31/14; BBg BC Universal 1/1/08-2/28/14; BBg BC Aggregate thru 12/31/07.

****50% NCREIF (lagged), 50% FTSE NAREIT Equity REITs Index as of 11/1/11; NCREIF (lagged) thru 10/31/11.

EBMUD, gross Policy Benchmark
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Quarter 1 Year

EBMUD Total Plan

   Beginning Market Value 1,747,174 1,661,872

   Net Contributions -2,798 -9,420

   Gain/Loss/Expenses 55,693 147,618

   Ending Market Value 1,800,069 1,800,069

Quarter 1 Year 3 Year 5 Year 10 Year 20 Year

EBMUD Total Plan 3.2 9.1 11.4 9.3 9.4 7.7

Policy Benchmark^^^ 3.1 8.6 11.0 8.6 8.7 7.2

Domestic Equity 7.1 19.3 17.4 13.8 12.5 8.6

Russell 3000* 7.1 17.6 17.1 13.5 12.0 8.6

International Equity 0.8 -0.1 9.5 4.4 6.2 7.3

MSCI ACWI x US (blend)** 0.8 2.3 10.5 4.6 5.7 5.6

Covered Calls 5.3 9.3 11.7 - - -

CBOE BXM 4.9 9.8 10.3 - - -

Fixed Income 0.4 0.9 2.4 2.3 4.9 5.0

Fixed Income benchmark (blend)*** 0.5 0.6 2.5 2.5 4.2 4.6

Real Estate 1.7 7.2 9.1 11.0 5.1 -

NCREIF/NAREIT (blend)**** 1.3 5.5 8.1 9.7 6.2 -

Cash 0.5 1.4 0.9 0.6 0.7 2.5

FTSE 3 Month T-Bill 0.5 1.6 0.8 0.5 0.3 1.8

Performance and Market Values As of September 30, 2018

Investment Performance Portfolio Valuation (000's)
Investment Performance
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Total Fund Risk/Return Analysis - Latest 3 Years Total Fund Risk/Return Analysis - Latest 5 Years

0.0

3.0

6.0

9.0

12.0

14.0

R
e

tu
rn 

(%
)

0.0 2.0 4.0 6.0 8.0 10.0 12.0

Risk (Standard Deviation %)

Risk Free Rate

Policy Benchmark
EBMUD Total Plan

0.0

3.0

6.0

9.0

12.0

15.0

18.0

R
e

tu
rn 

(%
)

0 3 6 9 12 15 18

Risk (Standard Deviation %)

Risk Free Rate

Policy Benchmark
EBMUD Total Plan

3
Years
Return

3
Years

Standard
Deviation

3
Years

Sharpe
Ratio

5
Years
Return

5
Years

Standard
Deviation

5
Years

Sharpe
Ratio

EBMUD Total Plan 11.4 6.3 1.6 9.3 6.7 1.3

Policy Benchmark 11.0 6.0 1.6 8.6 6.4 1.3

EBMUD Portfolio Review

Gross Investment Performance As of September 30, 2018
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Actual Asset Allocation Comparison

*Current policy target allocations elected by the Board in March 2018, took effect July 2018 upon the transition to the new long-term strategic allocation.
**Policy rebalancing ranges shown are for non-turbulent market periods.  The Plan also has established rebalancing ranges to be in effect during turbulent market periods.
^Includes approximately $2,900 in closed T.Rowe Price account as of September 30, 2018.
^^Includes approximately $752,700 in the global transition account.

^^^RREEF performance results and allocation are lagged one-quarter.

Asset
Allocation

($000)

Asset
Allocation

(%)

Target
Allocation*

(%)

Variance
(%)

Minimum
Allocation**

(%)

Maximum
Allocation**

(%)

1,800,069 100.0 100.0 0.0 - -

463,666 25.8 25.0 0.8 20.0 30.0

428,989 23.8 25.0 -1.2 22.0 28.0

376,779 20.9 20.0 0.9 18.0 22.0

68,344 3.8 5.0 -1.2 2.0 8.0

368,200 20.5 20.0 0.5 16.0 24.0

90,661 5.0 5.0 0.0 3.0 7.0

EBMUD Total Plan^ 
Domestic Equity^^ 
International Equity 
Core Fixed Income 
Non-Core Fixed Income 
Covered Calls

Real Estate^^^
Cash 3,428 0.2 0.0 0.2 0.0 0.0

September 30, 2018 : $1,800,069,366

Domestic
Equity
25.8

Intl
Equity
23.8

Cash

0.2
RE
5.0

Fixed 
Income
24.7

Covered
Calls
20.5

June 30, 2018 : $1,747,174,489

Domestic
Equity
24.8

Intl
Equity
24.4

Cash

0.3

RE
5.1

Fixed 
Income
25.4

Covered
Calls
20.0

Actual vs. Target Allocation
As of September 30, 2018
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*As of January 1, 2007, the benchmark changed from MSCI EAFE to MSCI ACWI x U.S.

Manager - Style Mkt
Value
($000)

1
Quarter

1
Year

3
Years

5
Years

Domestic Equity

     Northern Trust (Russell 3000) - Passive 462,913 7.1 - - -

     Russell 3000 Index 7.1 - - -

International Equity

     Fisher Investments - Active 129,730 1.4 0.2 11.0 5.9

     Franklin Templeton - Active 128,695 0.6 1.3 8.5 3.2

     MSCI ACWI xUS (blend)* 0.8 2.3 10.5 4.6

     Northern Trust (ACWI ex-US) - Passive 170,564 0.6 - - -

     MSCI ACWI xUS 0.8 - - -

Manager Performance (Gross of Fees)

As of September 30, 2018
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*Results are lagged one quarter.
**On watch as of 4/2016
***On watch as of 4/2016

****On watch as of 12/2017

Manager - Style Mkt Value
($000)

1
Quarter

1
Year

3
Years

5
Years

Covered Calls

     Parametric BXM - Replication 122,964 5.2 8.8 11.1 -

     Parametric Delta Shift - Semi-active 123,933 7.1 12.8 15.0 -

     Van Hulzen 121,304 3.6 5.7 8.8 -

     CBOE BXM 4.9 9.8 10.3 -

Real Estate

     RREEF America II (Lag)* 37,642 2.2 8.8 9.8 11.7

     NCREIF NPI (Lag)* 1.8 7.2 8.3 9.8

     CenterSquare**** 53,019 1.4 6.0 8.8 10.8

     FTSE NAREIT Equity REIT Index 0.8 3.3 7.6 9.2

Total Fixed Income

   Core Fixed Income

     Northern Trust (BBg BC Agg Bond) - Passive 131,850 0.0 - - -

     CS McKee - Active 177,638 0.1 -0.7 1.9 2.5

     Bloomberg BC U.S. Aggregate Index 0.0 -1.2 1.3 2.2

     Western Asset - Short Duration - Active 67,291 0.4 0.6 1.3 -

     Bloomberg BC 1-3 Year Gov/Credit Index 0.3 0.2 0.7 -

   Non-Core Fixed Income

     Western Asset - Bank Loans** - Active 35,662 1.7 5.0 4.8 -

     S&P/LSTA Performing Loans Index 1.9 5.5 5.5 -

     Western Asset - Short-Term HY*** - Active 32,682 2.6 3.8 4.4 -

     Bloomberg BC US High Yield 1-5 Yr Cash Pay 2% 2.2 4.7 7.9 -

As of September 30, 2018

Manager Performance (Gross of Fees)
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DISCLOSURES: This document is provided for informational purposes only. It does not constitute an offer of securities of any of the issuers that may be described herein. Information contained herein
may have been provided by third parties, including investment firms providing information on returns and assets under management, and may not have been independently verified. The past
performance information contained in this report is not necessarily indicative of future results and there is no assurance that the investment in question will achieve comparable results or that the Firm will
be able to implement its investment strategy or achieve its investment objectives. The actual realized value of currently unrealized investments (if any) will depend on a variety of factors, including future
operating results, the value of the assets and market conditions at the time of disposition, any related transaction costs and the timing and manner of sale, all of which may differ from the assumptions
and circumstances on which any current unrealized valuations are based.

Neither PCA nor PCA’s officers, employees or agents, make any representation or warranty, express or implied, in relation to the accuracy or completeness of the information contained in this document
or any oral information provided in connection herewith, or any data subsequently generated herefrom, and accept no responsibility, obligation or liability (whether direct or indirect, in contract, tort or
otherwise) in relation to any of such information. PCA and PCA’s officers, employees and agents expressly disclaim any and all liability that may be based on this document and any errors therein or
omissions therefrom. Neither PCA nor any of PCA’s officers, employees or agents, make any representation of warranty, express or implied, that any transaction has been or may be effected on the
terms or in the manner stated in this document, or as to the achievement or reasonableness of future projections, management targets, estimates, prospects or returns, if any. Any views or terms
contained herein are preliminary only, and are based on financial, economic, market and other conditions prevailing as of the date of this document and are therefore subject to change.

The information contained in this report may include forward-looking statements. Forward-looking statements include a number of risks, uncertainties and other factors beyond the control of the Firm,
which may result in material differences in actual results, performance or other expectations. The opinions, estimates and analyses reflect PCA’s current judgment, which may change in the future.

Any tables, graphs or charts relating to past performance included in this report are intended only to illustrate investment performance for the historical periods shown. Such tables, graphs and charts are
not intended to predict future performance and should not be used as the basis for an investment decision.

All trademarks or product names mentioned herein are the property of their respective owners. Indices are unmanaged and one cannot invest directly in an index. The index data provided is on an “as
is” basis. In no event shall the index providers or its affiliates have any liability of any kind in connection with the index data or the portfolio described herein. Copying or redistributing the index data is
strictly prohibited.

The Russell indices are either registered trademarks or tradenames of Frank Russell Company in the U.S. and/or other countries.

The MSCI indices are trademarks and service marks of MSCI or its subsidiaries.

Standard and Poor’s (S&P) is a division of The McGraw-Hill Companies, Inc.  S&P indices, including the S&P 500, are a registered trademark of The McGraw-Hill Companies, Inc.
CBOE, not S&P, calculates and disseminates the BXM Index. The CBOE has a business relationship with Standard & Poor's on the BXM. CBOE and Chicago Board Options Exchange are registered
trademarks of the CBOE, and SPX, and CBOE S&P 500 BuyWrite Index BXM are servicemarks of the CBOE. The methodology of the CBOE S&P 500 BuyWrite Index is owned by CBOE and may be
covered by one or more patents or pending patent applications.

The Barclays Capital indices (formerly known as the Lehman indices) are trademarks of Barclays Capital, Inc.

The Citigroup indices are trademarks of Citicorp or its affiliates.

The Merrill Lynch indices are trademarks of Merrill Lynch & Co. or its affiliates.

FTSE is a trademark of the London Stock Exchange Group companies and is used by FTSE under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. No further

distribution of FTSE data is permitted with FTSE’s express written consent.

Disclosures
As of September 30, 2018

East Bay Municipal Utility District Page 6













EAST BAY MUNICIPAL UTILITY DISTRICT 

DALE: 	November 15, 2018 

MEMO TO: Members of the Retirement Board 

FROM: 	Sophia D. Skoda, Director of Finance ,' 

SUBJECT: Update on Fixed Income 

As part of the 2018 Asset Reallocation, the Retirement System has made some changes in the 
fixed income asset class over the last few months. This memorandum documents the process of 
these changes. 

Bank Loans and Short-Term High Yield Allocations: The Retirement Board selected new 
managers for the Bank Loans and Short-Term High Yield allocations at the Retirement 
System's September 20, 2018 meeting. Onboarding calls have been held with both 
selected firms, Federated Investment Counseling (Federated) and MacKay Shields LLC 
(MacKay Shields). Each firm has provided the documents required to open accounts and 
the details of the specific investment mandates. Staff and Pension Consulting Alliance 
LLC (PCA) are reviewing the documents. 

Glide Path: Following the latest move by the Federal Reserve Open Market Committee 
on September 26, 2018 to increase its federal funds rate by 25 basis points (bps) to an 
upper bound of 2.25%, staff worked with the current Short Duration fixed income 
manager, Western Asset Management Company, LLC (WAMCO), to transfer 
$20 million to the passively-managed core fixed income mandate. This transfer brought 
the assets in line with the Glide Path schedule. 

WAMCO: The transition of the Bank Loans and Short-Term High Yield mandates, along 
with the Glide Path transfers, will lower the total amount of assets managed by WAMCO 
to less than $100 million. Under the terms of the agreement for the Short Duration 
mandate, the management fee would increase to 20 bps for the remaining assets. In 
subsequent conversations on future progress of the Glide Path, WAMCO has also 
indicated that a minimum mandate size of $30 million would be required to continue 
managing the Short Duration mandate. As adopted, the Glide Path would conclude with a 
final transfer when assets under management fall below $20 million. Therefore, 
WAMCO's minimum asset constraint could affect the timing and size of the final 
planned Glide Path transfer. 

SDS:DC 



EAST BAY MUNICIPAL UTILITY DISTRICT 

DATE: 	November 15, 2018 

MEMO TO: Members of the Retirement Board 

FROM: 	Sophia D. Skoda, Director of Finance $.. 

SUBJECT: 2017 Investment Benchmarking Analysis from CEM Benchmarking 

For the fourth year, the Retirement System participated in the CEM Benchmarking survey. CEM 
Benchmarking provides benchmark analysis for pension funds, with a primary focus on 
investment performance. Participants receive a free, high level report comparing their responses 
to benchmarks and can also commission more detailed, customized reports for a fee. 

Staff provided data to CEM Benchmarking on the Retirement System portfolio from calendar 
year 2017, the most recently completed year at the time of submittal. The benchmarks in the 
report this year are based upon 154 U.S. pension funds of differing types, including 55 public 
funds. The funds vary in size with a median of $8.3 billion in assets. The Retirement System is 
among the smallest (in the 10th  percentile). Of the 154 pension funds in the survey, CEM 
Benchmarking has identified just 17 as appropriate peers for the Retirement System: public 
systems with a median portfolio size of $1.7 billion (the same as that of the Retirement System 
for the time period being evaluated in the report). 

The benchmarlcing analysis is based upon a comparison of the Retirement System to the entire 
U.S. pension fund database. The report is overall generally positive for the Retirement System, 
showing: 

The Retirement System's net total return, including investment costs, was 16.4% which is 
above the U.S. median of 15.2%. 
The Retirement System's "policy return," the return that could have been earned by 
passively indexing investments based on the Retirement System's investment policy mix, 
was 15.9%, compared to the U.S. median of 15.2%. 
The "net value added" provided by active management was +0.5%, above the +0.3% 
U.S. median. 
Total investment cost was 33.4 basis points (bps), well below the median 54.5 bps and a 
10.2 bps cost saving compared to our 43.6 bps benchmark. This benchmark was 
calculated by CEM Benchmarking to reflect the Retirement System portfolio's size and 
asset mix. 
The Retirement System's asset risk, a measure of price volatility, was 11.3% compared to 
the 9.7% U.S. median, and its asset-liability risk of 13.0% compared to the 12.0% U.S. 
median. As discussed in previous years, PCA suggests this is because covered calls are 
categorized as equity rather than an offset to equity, and because the U.S. median 
allocates over 20% to private investments which appear less volatile because they are 
valued less frequently. 

Staff recommends continuing to provide CEM Benchmarking with information about the 
Retirement System portfolio and taking advantage of the complimentary report that they provide. 

Attachment 



BenchmarkDB

2017 Investment Benchmarking Analysis for

East Bay Municipal Utility District



Introduction

Prepared on September 17, 2018

We are pleased to present the 27th edition of the annual CEM Investment Benchmarking Report for defined 

benefit plans. We greatly appreciate your business and continued support.

In this report you will find a comparison of your fund’s investment returns, value added and costs to the U.S. 

universe. 

We take pride in our data cleaning process. This ensures that the findings of the analysis are reliable, and can 

help our clients optimize their performance and maximize retirement income of fund participants.

Copyright ©2018 by CEM Benchmarking Inc. (CEM).  Although the information in this report has been based upon and 

obtained from sources we believe to be reliable, CEM does not guarantee its accuracy or completeness.  The information 

contained herein is proprietary and confidential and may not be disclosed to third parties without the express written 

mutual consent of both CEM and East Bay Municipal Utility District.
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1
Executive summary

Your fund's 2017 net total return was 16.4%. 

This was above the U.S. median of 15.2%. 

Net value added measures the value produced 

over what could have been earned by using 

passive management. It equals net total return 

minus policy return.

Your 2017 net value added was 0.5%. This was 

above the U.S. median of 0.3%.

The primary comparisons in this report are to 

the U.S. universe. It is comprised of 154 funds 

with plan size ranging between $235 million 

and $218.2 billion. The median fund was $8.3 

billion which compares to your fund's $1.7 

billion.
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$000s

Basis  

points

Your investment cost 5,375 33.4 bp

less: Your benchmark cost 7,021 43.6 bp

equals: Your cost savings 1,645 10.2 bp

Your fund's total investment cost was 33.4 bps. 

This was below the U.S. median of 54.5 bps.

Total investment costs used in this analysis 

exclude transaction costs and private asset 

performance fees.

Benchmark cost analysis

Your asset risk was 11.3%. This was above the 

U.S. median of 9.7%. 

Asset risk is the expected standard deviation of 

your policy return. It is based on the historical 

variance of, and covariance between, the asset 

classes in your policy mix. 

Differences in total cost are often due to 

differences in fund size and asset mix. 

Therefore, to help you assess whether your 

costs are high or low, CEM calculates a 

benchmark cost for your fund that adjusts for 

differences in fund size and asset mix. Your 

benchmark cost can be thought of as the 

median cost for a fund with your size, asset mix 

and country of origin. 

Your total investment cost of 33.4 bps was 

below your benchmark cost of 43.6 bps.

28.6 33.4 36.8

54.5

74.7

96.9
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Benefits of upgrading to peer-based benchmarking

This report is based on comparisons to the

U.S. universe. Over 100 leading funds

have upgraded to peer-based benchmarking.

Benefits of peer-based benchmarking include:

• Blue Cross Blue Shield of Michigan

Campbell Soup Company

CIEBA #006

East Bay Municipal Utility District

• Detailed cost comparisons - Shows precisely Eastman Chemical Company

where you are paying more or less than KPMG LLP

your peers by asset class and implementation Los Angeles County Metropolitan Transit 

style. Clients often use this analysis to Metropolitan Water Reclamation District Retirement Fund

negotiate fees with their external managers NiSource Inc.

and to reduce internal costs. Philips Healthcare

• Insights into best practices being adopted Praxair

by leading U.S. and global funds, Procter & Gamble

industry trends, characteristics of Tacoma Employees

top-performing funds, and value added The Aerospace Corporation

potential by asset class. Thomson-Reuters

• Multi-year periods are critical Valvoline

for assessing investment performance. Voya Financial

• Private equity partnership cost details by

LP type and age.

• Customized executive summary highlights

the most important findings.

• In-person, on-site presentation of your results.

For more information contact:

Alan Torrance

Tel: 416 369-1078

Email: alan@cembenchmarking.com

or visit our website:  www.cembenchmarking.com

Proposed peer group for East Bay Municipal 

Utility District
• 17 peers, median size of $1,731 million versus 

your $1,731 million.

Peer-based analysis - A proposed peer group for 

your plan is shown on the right. It was selected 

from plans based on plan size because size is the 

primary driver of costs.

© 2018 CEM Benchmarking Inc. 6



The benchmarking database

CEM's global benchmarking database

• 154 U.S. pension funds with aggregate assets of $3.7 trillion.

• 68 Canadian pension funds with aggregate assets of $1.4 trillion.

•

• 10 Asia-Pacific pension funds with aggregate assets of $1.0 trillion.

2

36 European pension funds with aggregate assets of $3.0 trillion. Included are funds from the Netherlands, 

Norway, Sweden, Finland, Denmark, the UK, and Ireland.

CEM has been providing cost benchmarking solutions since 1991. The 2017 survey universe is comprised of 

269 funds representing $7.6 trillion in assets. The breakdown by region is as follows:
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Characteristics of the U.S. survey universe

In this report, your fund's results are compared to the 2017 U.S. survey universe.

• Combined the funds had aggregate assets of $2.9 trillion. 

• The funds range in size between $235 million and $218 billion.

• The median size was $8.3 billion (versus your $1.7 billion).

• 92 are corporate funds, 55 are public, and 7 are other. 

•

The U.S. universe is comprised of 154 pension funds:

The median membership was 59,726 members (versus your 3,782 members). The median assets per 

member was $124,708 (versus your $457,774).
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Net returns, policy returns and net value added

Policy return is the return you could have 

earned passively by indexing your investments 

according to your policy mix. Your 2017 policy 

return was 15.9%. This is above the U.S. 

median of 15.2%. 

Your 2017 net total fund return was 16.4%. This 

was above the U.S. median of 15.2%. 

Your 2017 net value added was 0.5%. This was 

above the U.S. median of 0.3%.

Net return is a good indicator of a fund's 

performance. However, comparisons of total 

return do not help you understand the reasons 

behind relative performance. Therefore, we 

separate total return into its more meaningful 

components: policy return and net value 

added.
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Policy asset mix

Your U.S.

Asset Class Fund Average

Stock
Employer Stock 0.0% 0.1%
U.S. Broad/All 0.0% 6.6%
U.S. Large Cap 40.0% 9.0%
U.S. Mid Cap 0.0% 0.7%
U.S. Small Cap 0.0% 1.8%
EAFE 0.0% 4.5%
Emerging 0.0% 2.2%
Global 0.0% 9.3%
Other 20.0% 0.5%
ACWI x U.S. 15.0% 5.5%

Stock - Total 75.0% 40.2%
Fixed Income

U.S. 17.5% 9.5%
U.S. Gov't 0.0% 1.4%
U.S. Credits 0.0% 1.1%
EAFE 0.0% 0.0%
Emerging 0.0% 0.9%
Global 0.0% 0.8%
Inflation Indexed 0.0% 1.3%
High Yield 2.5% 1.5%
Mortgages 0.0% 0.1%
Other 0.0% 0.7%
Cash 0.0% 0.0%
Long Bonds 0.0% 21.4%
Private Debt 0.0% 0.4%
Bundled LDI 0.0% 0.4%
Convertibles 0.0% 0.0%

Fixed Income - Total 20.0% 39.3%
Real Assets

Commodities 0.0% 0.5%
Infrastructure 0.0% 0.5%
REITs 5.0% 0.6%
Natural Resources 0.0% 0.5%
Real Estate ex-REITs 0.0% 5.0%
Other Real Assets 0.0% 0.4%

Real Assets - Total 5.0% 7.6%
Hedge Fund 0.0% 4.9%
Risk Parity 0.0% 0.6%
Funded TAA 0.0% 1.1%
Private Equity

Diversified Private Equity 0.0% 5.2%
Venture Capital 0.0% 0.2%
LBO 0.0% 0.4%
Private Credit 0.0% 0.4%
Other Private Equity 0.0% 0.1%

Private Equity - Total 0.0% 6.2%

Total 100.0% 100.0%

Differences in policy return are caused by differences in policy asset mix. Policy asset mix is a fund's long-term 

asset mix policy or target asset weights. Policy weights are usually established by an investment committee or 

board and are determined by long-term considerations, such as liability structure, risk tolerance and long-term 

capital market expectations. 

2017 Policy asset mix by asset class
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Calculation of your policy return and net value added

Net

Policy Net Benchmark value

Asset class weight return* Benchmark description return added

40.0% 22.6% Russell 3000 21.1% 1.5%
14.6% Russell 2000 14.6% 0.0%

15.0% 26.5% MSCI ACWI xUS gross 27.8% -1.3%
20.0% 14.1% CBOE BXM 13.0% 1.1%

17.5% 3.0% 57% BC Aggregate; 29% BC US 1-3 year Govt/Credit; 14% S&P/LSTA Performing Loans 2.8% 0.2%
2.5% 4.9% BC US 1-5 Year US High Yield Cash Pay 6.4% -1.5%

0.8% US 90 day T bill 0.8% 0.0%
5.0% 6.6% Your REIT benchmark 6.1% 0.5%

Total 100.0%
Net total fund return 16.4%
Policy return 15.9%
Net value added (Net return - policy return) 0.5%
* If you were unable to provide full year net returns the default is to set the unavailable return equal to the benchmark return.

•

•

U.S. Small Cap
ACWI x U.S.

Calculation of 2017 policy return and value added for

Cash
REITs

East Bay Municipal Utility District

U.S.

Other

U.S. Large Cap

Fixed Income

Stock

Net value added equals your net return minus your policy return. It primarily reflects the contribution of 

active management.

Policy return is the return a fund would have earned if it had passively implemented its policy mix through its 

benchmark indices. Your policy return equals the sum of your policy weights multiplied by your benchmarks 

for each asset class.

Your 2017 net value added was 0.5%. This was determined by subtracting your policy return of 15.9% from your 

net return of 16.4%.

High Yield
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Returns and value added by asset class

Bench- Net Bench- Net

Net mark value Net mark value

Asset class return¹ return added² return return added²

Stock

U.S. Large Cap 22.6 21.1 1.5 21.8 21.8 0.1
U.S. Small Cap 14.6 14.6 0.0 15.1 14.7 0.0
ACWI x U.S. 26.5 27.8 -1.3 29.0 27.8 1.2
Other 14.1 13.0 1.1 16.9 17.9 0.0

Total Stock 20.5 20.3 0.2 24.3 23.9 0.4
Fixed Income

U.S. 3.0 2.8 0.2 4.1 3.5 0.4
High Yield 4.9 6.4 -1.5 6.9 7.5 -0.2
Cash 0.8 0.8 0.0 1.0 0.9 0.1

Total Fixed Income 3.1 3.3 -0.1 7.6 7.5 0.3
REITs 6.6 6.1 0.5 8.5 6.9 0.3

1.  Net return shown on this page equals the asset-weighted average of internal passive, internal active, external passive and 

external active actual returns for each asset class.

2.  Net value added equals net return minus benchmark return. Net returns are calculated as reported gross return minus 

management fees, internal costs and performance fees for public assets.

The table below compares your fund's net returns, benchmark returns and net value added by asset class to the 

U.S. median.

2017 Returns and net value added by asset class

Your fund U.S. median
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The correlation between net returns and policy returns

Generally, in any given year, the greater the difference between stock and bond returns, the more differences in 

net return can be explained by differences in policy return.

The primary reason for differences in total fund return is usually differences in asset mix policy. But asset mix 

policy matters more in some years than others. This plot of net return versus policy return demonstrates the 

extent to which investment policy explained differences in investment returns in 2017. 

The R² of the regression of policy returns versus net returns in 2017 was 83%. This means that, on average, 83% of 

differences in net return for 2017 can be explained by differences in investment policy.
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Risk analysis

In calculating risk levels, CEM does not use your specific policy benchmarks. Standard asset class proxies are 

used for each given asset class.

When assessing returns and value added it is important to also consider investment risk. Two important risk 

measures are asset risk and asset-liability risk. 

Asset risk is the expected volatility of your plan's 

policy returns. Your asset risk at the end of 2017 

was 11.3%, which was above the U.S. median of 

9.7%.

Your asset-liability risk was 13.0%. This was 

above the U.S. median of 12.0%. 

Asset-liability risk is the expected volatility of 

funded status caused by market factors. It is a 

function of the expected standard deviations of 

your asset risk, your marked-to-market liabilities 

and the correlation between the two.
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Your 2017 investment costs

Passive Active Monitoring Base Under- Perf. Monitoring

Fees & Other Fees lying Fees¹ & Other Total

U.S. Large Cap 62 994 93 1,150

U.S. Small Cap 19 19 1 39

ACWI x U.S. 1,298 1,298

Other 805 805

U.S. 535 535

High Yield 125 125

471 40 511

Total asset management costs excluding private asset performance fees 4,464

Oversight of the fund* 250
Custodial 474
Consulting and Performance Measurement 169
Audit 18
Other n/a
Total oversight, custodial & other asset related costs 912

Total investment cost (excluding private asset performance fees and transaction costs) 5,375
33.4 bp

Internal & Co-Inv. External Passive External Active

Asset Category

Your 2017 total investment cost was 33.4 basis points. It is comprised of asset management fees and costs plus 

oversight, custodial and other costs. It excludes transaction costs, private asset performance fees and non-

investment pension costs such as actuarial costs and benefit administration.

Your 2017 investment management costs in $000's

Stocks

REITs

Fixed Income

Real Assets

Private Equity

1. Total cost excludes carry/performance fees for infrastructure, natural resources, real estate, and private equity. 

Performance fees are included for all other asset classes.

2. Excludes non-investment costs, such as PBGC premiums, actuarial fees, and preparing checks for retirees.

* Default costs applied. Refer to Appendix C.

Your 2017 oversight, custodial & other asset related costs ($000s)²
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Total investment cost

Comparisons of total investment cost must be interpreted with caution because differences are often due to 

differences in size and asset mix. Therefore, CEM calculates a benchmark cost for each fund to help them 

understand whether they are high or low cost after adjusting for differences in size and asset mix. The 

benchmark cost is determined using regression analysis on all participating funds in the CEM database.

Your plan's total investment cost, excluding transaction costs and private asset performance fees, was $5.4 

million or 33.4 bps. This was below the U.S. median of 54.5 bps.

Your total investment cost consists of asset 

management costs and oversight, custodial and 

other costs.  A breakdown of these costs can be 

found on page 17.

Total investment cost excludes transaction costs, 

private asset performance fees and actuarial 

costs.

Total investment cost

28.6 33.4 36.8

54.5

74.7

96.9

0 bp

20 bp
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Benchmark cost analysis

($000) basis points

Your investment cost 5,375 33.4 bps

less Your fund's benchmark cost 7,021 43.6 bps

equals Your fund's cost savings 1,645 10.2 bps

•  

•  

•  Paying more (or less) than similar size funds for oversight, custodial and other costs.

CEM determines a benchmark cost using regression analysis on its entire database. The R² for the benchmark cost 

equation was 74%. This means that fund size, asset mix and country of origin explain more than 74% of the 

differences in costs between funds. This is good explanatory power, but not perfect. Your benchmark cost is 

intended to be used only as an indicator and should not be interpreted too precisely. 

Your fund's benchmark cost was 43.6 bps in 2017. Your benchmark cost can be thought of as the average cost for 

a fund with your size, asset mix and country of origin. Your actual total cost of 33.4 bps was below your 

benchmark cost.

Benchmark cost analysis

The primary reasons why a fund's costs might be high (or low) compared to their benchmark cost are:

Using a higher (or lower) cost implementation style (i.e., internal versus external, passive versus active). See 

page 20. For example, funds with more passively managed indexed assets tend to be lower cost than funds 

with active management.  Similarly, funds with more internal management tend to be lower cost than those 

with more external management. Differences in implementation style are not taken into account in the 

benchmark equation, because they are considered to be within the control of sponsors.

Paying more (or less) than similar size funds for same-style, same-asset-class investment management.
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Implementation style

•  Internal: managed by in-house investment managers.

•  External: managed by outside or external investment managers.

•  Passive: managed with the aim of replicating an index, immunizing liabilities, etc.

•  Active: managed with the intention of outperforming an index.

The greatest cost impact is usually caused by differences in the use of either:

•

•

The benchmark cost analysis does not adjust for the cost impact of implementation style because this is 

considered to be a choice within your control.

One reason why funds are high (or low) cost compared to their benchmark cost is differences in implementation 

style. Implementation style is defined as the way in which you implement your asset allocation. It includes 

internal, external, active, passive and fund-of-funds styles.  

External active management – External active management tends to be much more expensive than either 

passive or internal management. Your fund was 81% externally actively managed. This was above the U.S. 

average of 73%.

Fund of funds usage - Fund of funds tend to be the most expensive type of external active management 

because costs include the management fee of the fund of fund manager plus the management fees to the 

managers of each of the underlying funds invested in by the fund of fund manager. 

Implementation style

0%
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100%

Your fund U.S. funds All funds

Internal passive 0.0% 3% 3%

Internal active 0.0% 4% 11%

External passive 19.4% 20% 19%

External active 80.6% 73% 67%
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Asset class Passive Active Passive Active LP FoF¹ Passive Active Passive Active LP FoF¹

Stock
Employer Stock 0.0 11.0 1.1
U.S. Broad/All 2.8 11.4 2.3 40.0
U.S. Large Cap 2.2 30.8 1.6 12.5 2.3 42.7
U.S. Mid Cap 3.0 14.2 5.2 54.4
U.S. Small Cap 6.4 5.3 1.8 12.1 4.4 66.4
EAFE 13.4 17.3 5.6 53.2
ACWI x U.S. 61.9 3.1 31.2 6.1 54.4
Emerging 8.0 33.8 8.9 72.3
Global 3.3 21.0 4.5 52.5
Other 23.9 2.1 2.4 8.3 74.0

Fixed Income
U.S. 22.3 2.2 4.4 3.1 22.8
U.S. Gov't 3.4 2.9 8.7
U.S. Credits 0.2 16.3 31.2
Long Bonds 1.1 5.7 6.2 18.9
EAFE 38.0
Emerging 29.3 2.7 54.0
Global 5.2 2.7 31.9
Inflation Indexed 1.8 1.3 2.6 23.0
High Yield 40.4 8.2 18.8 39.8 42.8
Mortgages 12.8 2.5 42.8
Private Debt 14.1 90.3
Absolute Return Bonds
Bundled LDI 13.9 10.0
Convertibles 57.2
Other 14.4 17.5 -6.9 54.8
Cash 0.0 4.9 10.2

Commodities 5.2 10.1 27.6 70.8
Infrastructure² 43.5 104.2 130.3 172.6
Natural Resources² 32.5 73.9 133.3 195.0
REITs 60.4 4.6 13.2 7.0 57.4
Real Estate ex-REITsex-REITs² 27.2 93.1 131.2 181.4
Other Real Assets² 12.6 85.2
Hedge Funds Total* 237.9 306.9
• Base fees top layer 147.3 71.3
• Perf. Fees top layer 88.7 15.7
• Underlying base & perf 219.5
Risk Parity 10.0 49.1
Funded TAA 32.1 94.2
Diversified Private Equity² 22.8 162.2 231.7
Venture Capital² 14.8 196.6 251.0
LBO² 180.5 195.2
Private Credit² 130.2 194.8
Other Private Equity² 9.1 111.1
Total before overlays 27.7 53.7
Overlay management costs 1.1
Total direct investment management cost 27.7 54.2

Comparison of asset management costs by asset class

2. External performance fees are excluded from private asset costs. Costs are as a percentage of the amount fees are based on; usually the 

committed amount during the commitment period, and unreturned invested capital afterwards.

2017 Asset management costs in basis points

Comparisons of your costs to the universe must be interpreted with caution, given the breadth of the universe, which 

encompasses funds with widely varying size and asset mix.  Peer-based analysis is needed to truly understand where 

you are paying more and where you are paying less on a comparable basis. See Page 6.

¹ FoF stands for Fund-of-Funds. Fund of funds costs include management fees paid to the fund of funds manager plus fees paid to the manager of 

each of the underlying funds selected by the fund of funds manager. 

Internal Internal

Your fund U.S. average

ExternalExternal
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Comparison of oversight, custodial and other investment costs

Oversight, custodial and other costs You

Oversight 1.6 bps 2.0 bps

Custodial 2.9 bps 1.1 bps
Consulting, performance measurement 1.1 bps 1.3 bps
Audit 0.1 bps 0.2 bps
Other 1.0 bps
Total 5.7 bps 5.6 bps

U.S. 

average
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Cost effectiveness ranking

Being high or low cost is neither good nor bad. The more important question is, are you receiving sufficient 

value for your excess cost? At the total fund level, we provide insight into this question by combining your value 

added and your excess cost to create a snapshot of your 2017 cost effectiveness performance relative to that of 

the survey universe. For the 2017 year, your fund ranked in the positive gross value added, low cost quadrant.

In an ideal world, the more you pay (i.e., the higher your excess cost) the more you would get (i.e., the higher 

your value added). If this were true, you would see an upward sloping trend in the scatter chart above. Clearly, 

this is not the case. Our research over the past 27 years shows no consistent relationship between excess costs 

and the net value added they achieve.
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Investment and plan structures

# of funds % %
with data Yes No

Your fund 1 Yes
U.S. 141 48% 52%

# funds 

with data

Flat

benefit

Career

average

Final 

average

Other 

(or multiple)
Your fund 1 - - Yes -
U.S. 147 14% 14% 84% 29%

Plan liabilities

To what extent are your retired members' benefits indexed to inflation?

Your fund
U.S.

# of Funds 

with data

Average # 

members

% Active % Retired % Other Avg Assets per 

Member
Your fund 1 3,782 48% 45% 7% 457,774
U.S. 145 142,970 35% 42% 20% 169,239

# of Funds 

with data

($000s) % of Total 

assets
Your fund 1 69 0.4bp
U.S. 143 724 1.3bp

What % of the plan's liabilities are in respect to retired members?

# of Funds 

with data
Your fund 1
U.S. 127

Performance-based fees

Were any of your external stock or fixed income mandates subject to performance fees in 2017?

Type of plans

Average contractual¹ indexation 

as % of CPI

% of Funds with contr. indexation > 0 

where indexation is subject to a cap 

Average Fees

Other plan data - Plan liabilities

% Plan liabilities for retired 

members
61%
51%

Plan membership

Actuarial fees

1. Several funds had contractual inflation protection subject to caps (ranging from 2% to 8%).  Most of these funds have had close to 100% inflation protection 

during the last 5 years of low inflation and this is how we have recorded their inflation protection.  However, in high inflation environments, we will have 

grossly overestimated their true inflation protection.

Indexation of retired members' benefits

100%
22%

-
92%
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2017 Valuation assumptions

Actuarial assumptions for funding purposes during 2017.
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Appendix A - Glossary of terms

Average - All averages are fund weighted (i.e., b) Custodial costs before any reductions relating to

each fund is given equal weight, regardless of size). securities lending. Note that custodial costs for
preparing benefit checks or relating to other asset

Benchmark cost - Can be thought of as the pools should not be included. 

predicted operating cost for a fund given its size, c) Consulting and performance.
asset mix and country of origin.  It is calculated d) Audit and other measurements costs.
using the cost function, which is determined from the
survey database using regression analysis. Operating costs - Sum of overlay, direct investment 

management and oversight, custodial and other
Benchmark return - Rate of return on an index costs.
of investable assets (such as the S&P500)

designated as the benchmark portfolio against which Overlay - Derivative-based program, that is unfunded 
the fund measures its own performance for that other than margin requirements. 
asset class.

Passive - Assets managed passively, i.e., indexed
Category benchmarks - Policy-weighted to broad capital market benchmarks or dedicated to
average of passive and active benchmarks given for matching a specific set of liabilities.
each asset class.

Policy mix - Reflects long term policy or target
Direct investment management costs - asset weights.  Policy mix is often established by an
a) For externally managed assets, it is the sum of all investment committee or board and is determined by
investment management fees, participation fees, such long-term considerations as liability structure,
commitment and carrying fees and should include all risk tolerance and long-term capital markets
hidden fees netted from commingled asset pools. prospects.  If asset mix policy is expressed in
b) For internally managed assets, it is the costs ranges, our default is the midpoint of those ranges.

directly traceable to internally managed investments
and should include: compensation and benefits of Policy return - The return a fund would have earned
investment employees and support staff, related if it had passively implemented its policy mix through
overhead (office rent, telephone, computer systems, its benchmark indices. Policy return equals the sum
etc.) and associated costs (conference, research, of policy weights multiplied by benchmarks for each
travel, subscriptions and memberships, etc.). asset class.

Excess cost - Difference between actual cost and R² (Coefficient of determination) - The percentage 
benchmark cost. of the differences in the dependent variable explained

by the regression equation.  For example, an R² of 1
F statistic - Measure of the statistical significance means 100% of the differences are explained and an

of the regression coefficients taken as a group. R² of 0 means that none of the differences are
Generally, a regression equation with 5 coefficients explained.
and sample size greater than 20 is statistically
significant if its F-statistic is greater than 3. Value Added - Difference between actual return

and policy return.
Oversight, custodial and other costs, the sum of:
a) Oversight costs which are (i) the salaries and
benefits of executives and their assistants and
clerical staff, carrying out duties directly associated

with the oversight of plan assets, (ii) fees/salaries of
Board of Trustees or Investment Committee based
on the amount of time spent in this capacity, and (iii)

office overhead (rent, utilities, telephone, office,
computer systems, etc.) and associated costs

(travel, subscriptions, memberships, etc.) all of
which should be allocated on a pro rata governance
and administration.
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Appendix B - Data quality Appendix C - Your data

We recognize that the value of the information Your data is summarized on the following pages.

contained in these reports is only as good as the As discussed with you or the person who provided
quality of the data we receive. Our procedures for the data for your fund during the data confirmation
checking and improving the data include: process, there may be changes to your original

survey responses for the following reasons:
• Constant improvement in survey clarity - Years
of feedback from survey participants has led to 1.  Returns not available - We requested that you 

improved definitions and survey clarity. enter no value if full year returns for an asset class were
unavailable. The default for an unavailable return is

• Client confirmation -  A five-page summary of to set it equal to your benchmark return for the same
each respondent's data as it appears in our database asset class, thereby effectively neutralizing that
was sent to all survey participants for confirmation asset class when determining your in-category value
prior to preparing this report.  Your data is added.
summarized in Appendix C (which begins on the
following page). 2.  Costs not given - The costs of non-traditional 

assets and real estate are often buried in
•  Automated & manual checks -   We compare commingled funds and may not be worth the effort to
responses to norms for the survey universe and to obtain if their asset value is immaterial relative to
each sponsor's prior year data when available.   This your total fund. Therefore, if you report assets but do
typically results in questions that we email back to not report costs/fees we impute a figure using
each survey respondent and follow up on by phone. industry data.  See the last page of Appendix C for any

defaults used for your fund.
In addition, the quality of our data continues to
improve as the universe of participants grows. Our

confidence in the results improves with universe size
as unbiased errors tend to average themselves out.  
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Plan info 2017 2016

Contact Sophia Skoda Dari Barzel

Type of fund (corporate, public, other) Public Public

Total fund size (Millions) 1,731 1,492
Are assets provided year end or average? Year End Year End

Total return for year ended 16.4% 8.2%

Is the return net or gross? Net of all investment costs Net of all investment costs

Do you have costs for selecting and monitoring external managers? No No

Total fund policy or benchmark return 15.9% 8.8%

Was your effective asset mix different from your physical asset mix? No No

External stock or fixed income mandates subject to performance fees? Yes Yes

Ancillary data 2017 2016

What is your hedging policy for:
Foreign non-U.S. Holdings? 0.0% 0.0%

What were your actuarial fees in 000s? 69.1 164.1
How many plan members/beneficiaries do you have:

Active - accruing benefits 1,802 1,789
Active - not accruing benefits 0 0
Retired - receiving benefits 1,713 1,630
Inactive - entitled to future benefits 267 248

What type of plans do you have?  Final Average Final Average

To what extent are your retired members' benefits indexed to inflation?
     Contractual % 100.0% 100.0%

     If the indexation is subject to a cap, describe the cap
3% (<85%) or 5% (>85%) funding 

level on a Projected Benefit 

Obligation basis

3% (<85) or 5% (>85) funding 

level on a Projected Benefit 

Obligation basis

What % of the plan's liabilities pertain to retired members? 61% 58%
Most recent actuarial assumptions:

Discount rate 7.3% 7.3%
Expected rate of return on assets 7.3% 7.3%
Salary increase rate 4.0% 4.0%

East Bay Municipal Utility District

Appendix C - Your Data
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Policy
weight Benchmark description Return

2017 40.0 Russell 3000 21.1

2016 40.0 Russell 3000 12.7

2015 40.0 Russell 3000 0.5

2017 0.0 Russell 2000 14.6

2016 0.0 Russell 2000 21.3

2015 0.0 Russell 2000 -4.4

2017 15.0 MSCI ACWI xUS gross 27.8

2016 15.0 MSCI ACWI xUS gross 5.0

2015 15.0 MSCI ACWI x US gross -5.3

2017 20.0 CBOE BXM 13.0

2016 20.0 CBOE BXM 7.1

2015 20.0 CBOE BXM 5.2

2017 17.5 57% BC Aggregate; 29% BC US 1-3 year Govt/Credit; 14% S&P/LSTA Performing Loans 2.8

2016 17.5 57% BC Aggregate; 29% BC US 1-3 year Govt/Credit; 14% S&P/LSTA Performing Loans 3.3

2015 17.5 57% BC Aggregate; 29% BC US 1-3 year Govt/Credit; 14% S&P/LSTA Performing Loans 0.5

2017 2.5 BC US 1-5 Year US High Yield Cash Pay 6.4

2016 2.5 BC US 1-5 Year US High Yield Cash Pay 16.2

2015 2.5 BC US 1-5 Year US High Yield Cash Pay -5.1

2017 0.0 US 90 day T bill 0.8

2016 0.0 US 90 day T bill 0.3

2015 0.0 US 90 day T bill

2017 5.0 Your REIT benchmark 6.1

2016 5.0 Your REIT benchmark 9.2

2015 5.0 Your REIT benchmark 8.5

Cash

Appendix C - Your data: Policy weights and benchmarks

REITs

Fixed Income - High Yield

Stock - Other

Fixed Income - U.S.

East Bay Municipal Utility District

Asset class Year

Stock - ACWI x U.S.

Stock - U.S. Large Cap

Stock - U.S. Small Cap
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Over- Total Base Perform Internal Total

Asset class Assets Return Assets Return Fees sight 000s bps¹ Fees Fees & Other 000s bps¹

2017 303.7 21.7% 389.4 23.6% 3 62.1 62.1 2.2 994.3 93.3 1,087.6 30.8

2016 256.8 12.1% 315.8 10.8% 3 72.5 72.5 3.0 856.2 60.4 916.6 30.2

2015 231.1 1.0% 290.3 3.0% 4 70.6 70.6 3.1 827.7 63.5 891.2 31.1

2017 32.9 22.4% 39.4 8.6% 1 19.0 19.0 6.4 18.9 1.2 20.1 5.3

2016 26.9 11.9% 36.3 24.0% 1 17.5 17.5 6.9 15.9 1.7 17.6 5.4

2015 24.0 -1.1% 29.3 -2.4% 12.5 12.5 5.2 15.1 29.0 44.1 14.9

2017 234.3 27.1% 2 1,298.0 1,298.0 61.9

2016 185.4 2.7% 2 1,120.1 1,120.1 61.0

2015 181.6 -2.8% 2 1,144.5 1,144.5 63.6

2017 359.5 14.3% 3 805.1 805.1 23.9

2016 315.4 9.4% 3 772.6 772.6 25.6

2015 288.9 3.7% 3 742.7 742.7 26.1

2017 243.6 3.2% 3 535.4 535.4 22.3

2016 236.5 3.7% 3 526.8 526.8 22.7

2015 228.5 0.6% 3 512.1 512.1 22.5

2017 31.6 5.3% 1 124.9 124.9 40.4

2016 30.2 9.2% 1 113.4 113.4 39.2

2015 27.7 -8.6% 1 120.0 120.0 41.4

2017 9.6 0.8%

2016 6.9 0.5%

2015 4.8 0.3%

2017 87.3 7.2% 2 471.0 40.4 511.4 60.4

2016 82.0 9.4% 2 450.0 172.8 622.8 76.5

2015 80.8 8.6% 2 411.7 172.6 584.3 74.8

1. Cost in basis points = total cost / average of beginning and end of year holdings

Fixed Income - U.S.

Appendix C - Your Data:  Assets, Returns and Costs
East Bay Municipal Utility District

Fixed Income - High Yield

Indexed

# of mgrs

Fees/Costs in 000sAssets (millions)

Indexed Active

Externally managedExternally managed Externally managed Externally managed

Active

Stock - Other

REITs

Cash

Stock - ACWI x U.S.

Stock - U.S. Large Cap

Stock - U.S. Small Cap
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Oversight, custodial and other costs
000s bps

Oversight of the fund assets¹ 2017 249.8 1.6bp

2016 190.0 1.3bp

2015 177.9 1.3bp

Custodial total 2017 474.1 2.9bp

2016 409.8 2.8bp

2015 373.3 2.7bp

2017 169.4 1.1bp

2016 183.7 1.3bp

2015 164.4 1.2bp

Audit 2017 18.4 0.1bp

2016 18.1 0.1bp

 2015 17.9 0.1bp

Total 2017 911.7 5.7bp

2016 801.7 5.6bp

2015 733.5 5.3bp

Summary of total investment costs²
000s bps

Investment management costs 2017 4,463.6 27.7bp

2016 4,179.9 29.0bp

2015 4,122.0 29.9bp

Oversight, custodial & other costs 2017 911.7 5.7bp

2016 801.7 5.6bp

2015 733.5 --

Total 2017 5,375.3 33.4bp

2016 4,981.6 34.6bp

2015 4,855.5 35.2bp

2. Total investment cost excludes transaction costs and performance fees for private assets.

Consulting / performance 

measurement

1. Oversight includes the salaries and benefits of executives and their staff responsible for overseeing the 

entire fund or multiple asset classes and the fees / salaries of the board or investment committee. All costs 

associated with the above including fees / salaries, travel, director's insurance and attributed overhead 

should be included.

East Bay Municipal Utility District

Appendix C - Your Data: Oversight, custodial and other costs
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• Oversight: A default of 1.6 bps was applied because it was not provided.

As discussed with you during the data confirmation process, the following defaults and footnotes are applicable to your data:

Appendix C - Your Data:  Defaults
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