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II. INTRODUCTION 

The Board of Retirement (“Board”) of the Fresno County Employees’ Retirement Association 
("FCERA") administers a pension fund (“Fund”) operating primarily under the County 
Employee Retirement Law of 1937 (California Government Code Sections 31450, et 
seq.)(“CERL”).  FCERA provides service and disability retirement, death and survivor benefits 
to the members of FCERA and their beneficiaries. Benefits are funded by employer and 
member contributions and investment earnings. 

III. PURPOSE 

1) The IPS is to serve as a framework for Board policy making and Fund asset allocation as 
authorized by applicable law.  This IPS is intended to allow for sufficient flexibility in the 
investment process to timely capture market opportunities, while adhering to applicable 
standards of prudence, diligence and care in executing the investment program. 

2) This document sets forth a set of objectives and goals regarding the investment of the 
Fund assets; the Board’s policy on risk/return parameters, including allocation of assets 
and establishment of investment guidelines; and an overall system of investment 
policies and practices designed to enable FCERA to meet its benefit obligations in a cost-
effective manner over a long time horizon. 

IV. RESPONSIBILITIES 

The following parties associated with FCERA shall discharge their respective responsibilities 
in accordance with all applicable fiduciary standards, including: (1) in the sole interest of 
Plan participants and beneficiaries; (2) with the care, skill, prudence and diligence under the 
circumstances then prevailing that a prudent person acting in like capacity and familiar with 
such matters would use in the conduct of an enterprise of a like character and of like aims; 
and in such a manner as to comply with Section 31594, 31595 and other applicable 
provisions of CERL and (3) by diversifying the investments so as to minimize the risk of large 
losses. 

1) Board:  The Board members are fiduciaries and have been entrusted by Government 
Code Sections 31594-31595 and other applicable law with the duty to manage the 
investments of the Fund.  They are responsible for formulating and adopting investment 
policies, overseeing the Fund’s investment program, obtaining expert investment 
counseling and monitoring the performance of the firms engaged to invest the assets of 
the Fund.   

2) FCERA Administrator and Staff:  The Administrator is the public official appointed by the 
Board pursuant to section 31522.2 of CERL to administer FCERA’s day to day operations, 
including investment of the Fund, and implementing the policies and objectives of the 
Board.  Staff is appointed pursuant to section 31522.1 of CERL to assist the 
Administrator in carrying out his or her duties.  The duties of the Administrator and Staff 
under this IPS shall include: 
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a) Administering the Fund's investments in a cost-effective manner 

b) Directing, managing coordinating and/or reporting on the functions of the 
Custodian, County Auditor, Investment Consultants, and Investment Managers, as 
appropriate  

c) Evaluating and managing the relationships with the Fund’s service providers to 
ensure that they are providing all services under the service contracts 

d) Portfolio rebalancing, as further provided in this IPS 

e) Managing portfolio restructuring resulting from manager changes, in close 
coordination with Investment Consultants, Investment Managers, and the Custodian 

f) Organizing and/or participating in any special research required to manage the Fund 
more effectively and in response to any questions raised by the Board, and advising 
the Board on investment matters from the Administration’s perspective 

3) Investment Managers:  The Investment Managers are fiduciaries delegated the 
responsibility of investment and re-investment of the Plan’s assets in accordance with 
written agreements and supporting guidelines, provided in Appendix B, this IPS, and all 
applicable laws or regulations.  Managers of accounts in publicly traded asset classes or 
traditional strategies will normally be (1) registered under the Investment Company Act 
of 1940, (2) registered under the Investment Advisors Act of 1940, (3) a bank, as defined 
in that Act, or (4) an insurance company qualified under the laws of more than one state 
to perform the services of managing, acquiring or disposing of plan assets.  The Board 
may also engage other persons or organizations authorized by applicable law or 
regulation to function as an Investment Manager.  It is understood that special oversight 
and due diligence procedures may be required for Managers not registered under the 
above Acts. 

4) Custodian:  The Custodian shall be a qualified banking or trust company and shall be 
responsible for the following: (1) providing complete global custody and depository 
services for the designated accounts, (2) managing, if directed by the Board, a Short 
Term Investment Fund (STIF) for investment of cash, (3) collecting all income and 
principal realizable and properly report it on the periodic statements, (4) providing 
monthly and fiscal year-end accounting statements for the Fund, including all 
transactions; these should be based on accurate security values for both cost and 
market,  (5) managing, monitoring and reporting on a Securities Lending Program if the 
Board elects to have one; and (6) providing such other services as it may be 
contractually obligated to provide. The Custodian generally acts on instruction from the 
Administrator or if permitted by the Board, on instructions from Investment Managers 
under contract to the Fund.  

5) Investment Consultant:  The Investment Consultant serves as a fiduciary to the Fund,   
providing independent information and recommendations directly to the Board. The 
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Investment Consultant is charged with the responsibility of advising the Board on 
investment policy, asset allocation that is consistent with the Fund’s investment 
objectives and risk tolerance, the selection, evaluation and monitoring of Investment 
Managers, providing reports and analyses on materials events affecting Investment 
Managers, preparing presentations and papers on topical issues and specific investment 
projects, and providing performance analysis.  The Investment Consultant will provide 
comprehensive asset-liability studies once every 3 to 5 years, as the Board requests   
The Investment Consultant also provides advice, analytical services and technical 
assistance to the Administrator for implementing the Board’s policies and strategic 
directives. 

V. INVESTMENT PHILOSOPHY 

1) The Board understands the responsibility to balance the objective of protecting the 
corpus of the Fund and protecting the purchasing power of assets against erosion by 
inflation, while at the same time incurring the risk necessary to earn adequate returns 
required to satisfy the ongoing financial obligations of the Fund.  This requires a careful 
understanding of risk and return trade-offs in an always uncertain investment 
environment.   

2) The Board recognizes the potentially severe consequences associated with a large loss 
of the Fund corpus and considers this risk when determining how much overall risk in 
the Fund’s holdings is appropriate at any given time.  The Board believes its paramount 
objective is to satisfy the financial obligations of the Fund and not to be overly 
influenced by peers, transitory investment theories, or outside interests.  These beliefs, 
coupled with long-term nature of the Fund’s liabilities, provide the overall framework 
from which the Board sets policy and directs the investment of the assets.  

VI. INVESTMENT OBJECTIVES 

The Investment Objectives of the Fund shall be: 

1) Funding Benefits: to earn a long-term rate of return that will support the obligation to 
pay all promised benefits. 

2) Long-Term Growth of Capital: To emphasize long-term growth of principal while 
avoiding excessive downside risk.  To the extent it is prudent, short-term volatility will 
be tolerated to the extent it is consistent with the volatility of a comparable risk 
benchmark. 

3) Preserving Purchasing Power:  To achieve returns in excess of the rate of inflation over 
the investment horizon in order to preserve the purchasing power of assets. 

4) Maintaining Adequate Liquidity:  To assure that funds are available to meet near-term 
benefit obligations and administrative and investment expenses of the Fund. 



FCERA 
Investment Policy Statement (IPS) 

 

5 | P a g e  

5) Long-term Perspective: The Investment Objectives for this Fund will be for the asset 
value, exclusive of contributions or withdrawals, to grow over the long run and earn, 
through a combination of investment income and capital appreciation, a rate of return 
(time-weighted total return) in excess of the benchmarks established for the medium 
term (3 years) and long term (5 years), net of fees. 

VII. MEDIUM TERM PERFORMANCE OBJECTIVES 

1) Return performance of the total Fund compounded over a 3-5 year term is expected to 
exceed the compounded return of a custom, weighted index constructed of the 
following components: 

31% Barclays Global Aggregate Bond Index 
17% Russell 3000 Index  
19% MSCI ACWI Ex-US 
8% HFRI Fund of Funds Composite Index 
6% Russell 3000 Index + 250 basis points per year 
8% Barclays Aggregate Index + 250 basis points per year 
8% NCREIF Open-End Diversified Core (ODCE) Index 
3% Dow Jones UBS Commodity Index 

2) “Active” Investment Managers are expected to exceed their respective assigned 
benchmark returns. 

3) The yet-to-be-invested portion of Hedge Funds shall be benchmarked against the 
weighted return of 20% Russell 3000 Index and 80% Barclays Aggregate Index. 

4) The committed but yet-to-be-invested portion of Private Equity shall be benchmarked 
against the Russell 3000 Index. 

5) The committed but yet-to-be-invested portion of Private Credit shall be benchmarked 
against the Barclays Aggregate Index. 

6) The committed but yet-to-be-invested portion of Infrastructure shall be benchmarked 
against the Barclays Aggregate Bond Index. 

VIII. LONG TERM PERFORMANCE OBJECTIVES 

1) The total Fund’s long term performance objective is to meet or exceed the actuarial 
assumed rate of return as set by the Board from time to time. 

IX. ASSET ALLOCATION 

1) The Board adopts and implements an asset allocation policy that is predicated on a 
number of factors, including: (1) An actuarial valuation of the Fund’s assets and 
liabilities, including funded status, contributions and benefit payments; (2) historical and 
expected long-term capital market risk and return characteristics; (3) an assessment of 
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future economic conditions, including inflation and interest rate levels; and (4) the 
current and projected funded status of the plan. 

2) Appendix A contains the Strategic Asset Allocation targets along with the allowable 
ranges, and shall serve as the guideline for maintaining Fund investment allocations.   

X. GENERAL INVESTMENT GUIDELINES 

The Board intends to allow the Investment Managers full discretion, subject to the terms of 
this IPS, the applicable agreement(s) and guidelines with FCERA, and applicable law.   

1) Private Markets Investments:  Allocations to illiquid asset classes such as private 
equity/credit, infrastructure, and real estate cannot be altered meaningfully from 
quarter-to-quarter as they can be for publicly traded securities such as equities and 
bonds.  Capital is committed to these asset classes over a multi-year period to ensure 
appropriate diversification of risks across vintage years and strategy type. Capital is 
drawn down for these investments on a staggered basis as investment opportunities 
present themselves.  The capital invested in these asset classes and returns thereon are 
returned over time as earnings are realized on the investments or they are liquidated.  
As a result, once committed, the Board has only limited control over allocations to these 
asset classes in the short-term. 

The Investment Consultant will conduct regular commitment pacing studies to ensure 
that the capital committed to these asset classes approximate the target allocation as 
closely as practicable, with due consideration to diversification by type and vintage year.  
FCERA Staff will periodically forecast capital calls and distributions from private market 
investments to better manage the liquidity of the Fund.  As these investments mature it 
is expected that allocations to these asset classes will be within the ranges specified in 
Appendix A. 

2) Liquidity:  The Administrator and Staff are charged with assuring sufficient liquidity to 
timely fund benefit payments and pay administrative and investment expenses while 
minimizing transaction and market opportunity costs. Cash flow forecasting and 
portfolio rebalancing activities will incorporate liquidity considerations, and the 
Administrator will regularly apprise the Board of related actions or plans, and seek input 
from the Board and\or the Investment Consultant, as needed. 

3) Rebalancing:  The objective of portfolio rebalancing is to mitigate the risk exposure of 
the Fund when asset allocations deviate from policy targets due to capital market 
environments, manager performance, or capital flows.  Portfolio rebalancing shall be 
conducted in order to meet the following objectives: 

a) Maintain the long-term strategic asset allocation and risk targets as set forth in 
Appendix A.  In meeting this objective, the costs associated with rebalancing must 
be balanced against the need to maintain the desired strategic allocation targets. 
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b) To satisfy liquidity needs and properly stage asset moves required for significant 
portfolio adjustments due to investment mandate changes that are either underway 
or anticipated due to a Board-approved change to the target asset allocation. 

c) To utilize portfolio rebalancing to add value to the overall portfolio through the use 
of tactical actions, the aim of which is to take advantage of uncommon market 
pricing opportunities caused by significant market dislocations.  In meeting this 
objective, the asset allocation may be set within allowable ranges as set forth in 
Appendix A. 

d) The Administrator, in conjunction with the advice of the Investment Consultant, is 
responsible for executing all rebalancing activities, seeking as needed, guidance from 
the Investment Consultant and the Board. Transition management services may be 
obtained as set forth under item G below.  

4) Proxy Voting:  Voting of proxies in stocks held by the Fund will be done in a manner 
which is in the best financial and economic interests of the Fund and its beneficiaries by 
those best able to make such assessments.  While the Board reserves the right to vote 
proxies at its discretion, it will generally delegate such decisions to its Investment 
Managers.  Investment Managers must exercise due diligence in ascertaining the facts 
and circumstances of the matter being voted on.  Investment Managers are required to 
report their proxy voting activities to the Administrator on an annual basis.   The Board 
may engage a proxy-voting service to assist it in prudently exercising its rights. 

5) Environmental, Social and Governance Investing:  The Board may consider investing in, 
or divesting from, investments that are expected to accrue benefits in the area of 
economic development, environment, health, corporate governance and other social or 
moral issues.  However, these investment determinations must satisfy applicable 
“costlessness” standards, including that their expected risk adjusted returns and 
associated costs shall not be more costly to the Fund than comparable investment 
actions absent the expected environmental, social or corporate governance 
characteristics. 

6) Trading and Execution:  Investment Managers shall use their best efforts to obtain 
execution of orders through responsible brokerage firms at the most favorable prices 
and competitive commission rates.   California law limits and requires disclosures 
regarding prime brokers and “soft-dollar” transactions and Investment Managers are 
expected to comply with the law.  Recognizing the primary importance of best 
execution, an Investment Manager may accept the instructions of the Board to place 
transaction orders with a particular broker-dealer firm provided that such instruction is 
in writing and contains the Boards' representation that such instructions are permitted 
by the Fund’s underlying instruments, are in the interests of FCERA participants and 
beneficiaries, and will not result in a violation CERL. 

7) Transition Management:  Transition Management is a useful tool to mitigate transition 
costs and manage market exposure risks associated with certain changes to the Fund’s 
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asset allocation.  It is the responsibility of the Investment Consultant to advise the 
Administrator and the Board which transitions are appropriate candidates for Transition 
Management.  The Administrator, in conjunction with the advice of the Investment 
Consultant, has the authority to select the Transition Management vendor and manage 
the transition process.  

8) Securities Lending:  The Board may authorize the execution of a Securities Lending 
Program to be performed by the Custodian in conformance with the Custodial 
Agreement. The program will be monitored and reviewed by Administrator, with 
particular attention to the liquidity, duration and risk characteristics of the associated 
collateral pool.  Securities lending is intended primarily to offset costs of custody; 
secondly as a means to efficiently deploy idle security holdings of the Fund to obtain 
incremental gains thereon. The Board does not deem securities lending to be an 
investment strategy per se.  The design, management and oversight of this activity shall 
reflect these policies. 

XI. INVESTMENT PERFORMANCE REVIEW AND EVALUATION 

1) The Board shall review the investment results of the Fund at least on a quarterly basis. 
Performance comparisons will be made against the various benchmarks established for 
the Fund and each Investment Manager as set forth in this IPS and the Investment 
Manager Agreements. 

2) The Board, with the assistance of the Investment Consultant, shall periodically evaluate 
developments affecting each Investment Manager.   This evaluation should include: 
changes in ownership, personnel turnover, adherence to investment style and 
philosophy, relative peer performance, co-investor confidence and any other qualities 
that the Board deems appropriate.  This evaluation should also include an assessment as 
to whether each Investment Manager has operated within the parameters established 
by the consultant and reported to the Board on a quarterly basis. 

3) The Board shall hold each Investment Manager accountable for the performance of the 
assets over which the manager exercises discretion or control.  If an Investment 
Manager fails to accomplish its investment objectives over a market cycle (typically 
three to five years), the Board may notify the Investment Manager in writing that it has 
failed to accomplish its performance objectives and that the Board has placed them on 
probation.  The Board will continue to monitor the investment results until it 
determines whether removal of probation or termination of the Investment Manager is 
warranted.  The Board reserves the right to terminate Investment Managers at any 
time, with our without cause, in the best interests of the Fund. 

4) Each Investment Manager shall disclose to the Board all major changes in its 
organization, operations, or investment philosophy as soon as possible, but not later 
than fourteen (14) days following the change.  Each Investment Manager shall disclose 
to the Board any legal, regulatory or other actions affecting its business or operations as 
soon as possible, but not later than seven (7) days following knowledge of the action.  
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All Investment Managers who are registered investment advisors must present updated 
SEC ADV-2 forms on an annual basis to the Board, within thirty (30) days of filing the 
forms with the Securities Exchange Commission. 

5) The Board has approved a Placement Agent Disclosure Policy in compliance with 
California law.  Each Investment Manager shall comply at all times with all of the 
provisions of the Placement Agent Disclosure Policy. 

XII. ADMINISTRATIVE PRACTICES 

1) Communication and Reporting of Investment Managers:  The Investment Managers are 
responsible for frequent and open communication in writing with the Board on all 
significant matters pertaining to investment policies and the management of the Fund's 
assets.  Each Investment Manager must include a copy of their individual portfolio 
guidelines along with the quarterly report.  Investment Managers are required to advise 
the Board in writing of any violation or any need for changes to the portfolio guidelines. 

2) Compensation of Investment Managers:  Each Investment Manager retained by the 
Fund shall be compensated quarterly by a formula contained in the Investment 
Manager Agreement.  No Investment Manager retained by the fund shall receive a 
payment of commission or other fees on a particular investment transaction.  Further, 
each Investment Manager must disclose to the Board any indirect compensation 
received in addition to its fees as a result of servicing the Fund.  

3) Brokerage Disclosure:  Each Investment Manager retained by the Fund shall provide a 
written quarterly report detailing the name of each brokerage institution which received 
commissions from the Fund as the result of the discretionary trading authority 
bestowed upon the Investment Manager by the Board.  Investment Managers shall 
provide to the Board a commission report detailing the name of the brokerage firm, the 
number of shares, average cost per share traded, and the commissions paid.  

4) Fiduciary Responsibility: Each Investment Manager is expected to agree in writing that 
they are subject to and performing their duties consistent with the full responsibilities of 
a fiduciary under CERL and appropriate federal and state laws.  Each Investment 
Manager shall maintain in full force and effect the levels of insurance and bonding 
required by their Investment Manager Agreements.    

XIII. POLICY REVIEW 

The Board shall review this Investment Policy Statement at least every three (3) years, 
ensuring it remains relevant and appropriate.  This Policy may be amended from time to 
time by majority vote of the Board. 

XIV. POLICY HISTORY 
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The Board of Retirement approved and adopted this policy on June 1, 2011, March 19, 
2014 and June 3, 2015. 

XV. Secretary’s Certificate 

I, Donald Kendig, the duly appointed Secretary of the Fresno County Employees’ Retirement 
Association, hereby certify the adoption of this Policy. 

 

 June 3, 2015  

 Date of Action:  
   
 

 

 

 By: Retirement Administrator  
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APPENDIX A - STRATEGIC ASSET ALLOCATION 

 
 

Asset Class Target Minimum Maximum Benchmark 

     

Domestic Equities 17% 7% 27% Russell 3000 Index 

   Large Cap 14%    

   Small/Mid Cap 3%    

International Equities 19% 9% 29% MSCI ACWI ex US Index 

   International Large 9%    

   International Small 3%    

   Emerging Markets 7%    

     

Fixed Income 31% 21% 41% Barclays Global Aggregate Index 

   US Credit Fixed Income 5%    

   High Yield Fixed Income 5%    

   Bank Loans 5%    

   Global Sovereign 7%    

   Emg Markets Debt Local 5%    

   TIPS 4%    

     

Real Assets 11%    

   Commodities 3% 0% 6% DJ UBS Commodity Index 

   Real Estate 5% 0% 10% NCREIF ODCE Index 

   Infrastructure 3% 0% 6% NCREIF ODCE Index 

     

Alternative Investments 22%    

   Hedge Funds 8% 3% 13% HFRI FoF Composite Index 

   Private Equity 6% 0% 10% Russell 3000 + 250 bps 

   Private Credit 8% 3% 13% Barclays Aggregate + 250 bps 

     

Total 100%    

 
Notes:  1) The cash requirements of the Fund will be classified under Fixed Income. 

2) Asset allocation targets, and any rebalancing transactions, should give first priority to 
maintenance of broad asset group targets, and then sub-class targets. Target ranges are 
set broadly for flexibility when needed.  Rebalancing actions will normally occur before 
portfolio weights are displaced to those levels.  

 
  



FCERA 
Investment Policy Statement (IPS) 

 

12 | P a g e  

 

 

 

 

 

 

 

 

 

 

APPENDIX B – SUPPORTING MANAGER GUIDELINES 

 



FCERA 
Investment Policy Statement (IPS) 

 
APPENDIX B – SUPPORTING MANAGER GUIDELINES  

(Last updated May 2015) 
 
I. TABLE OF CONTENTS 

 

I. TABLE OF CONTENTS............................................................................................................. 13 

II. DOMESTIC EQUITY MANAGER GUIDELINES ......................................................................... 15 

A. ARONSON + JOHNSON + ORTIZ, LP ................................................................................... 16 

B. KALMAR INVESTMENTS INC. ............................................................................................. 18 

C. STATE STREET GLOBAL ADVISORS .................................................................................... 20 

D. SYSTEMATIC FINANCIAL MANAGEMENT, L.P. .................................................................. 22 

E. WADDELL & REED INVESTMENT MANAGEMENT COMPANY ........................................... 24 

III. INTERNATIONAL EQUITY MANAGER GUIDELINES ................................................................ 26 

A. ARTISAN ............................................................................................................................ 27 

B. MONDRIAN EMERGING MARKETS EQUITY FUND, LIMITED PARTNERSHIP ..................... 29 

C. MONDRIAN INTERNATIONAL SMALL CAP EQUITY FUND, LIMITED PARTNERSHIP .......... 30 

D. RESEARCH AFFILIATES INTERNATIONAL EQUITY FUND .................................................... 31 

IV. GLOBAL FIXED INCOME MANAGER GUIDELINES .................................................................. 33 

A. BRANDYWINE GLOBAL ...................................................................................................... 34 

B. EATON VANCE INVESTMENT MANAGERS ........................................................................ 37 

C. LOOMIS SAYLES & COMPANY ........................................................................................... 39 

D. THE NORTHERN TRUST COMPANY ................................................................................... 43 

E. PACIFIC INVESTMENT MANAGEMENT COMPANY (PIMCO) ............................................. 44 

F. STATE STREET GLOBAL ADVISORS .................................................................................... 46 

G. WESTERN ASSET MANAGEMENT COMPANY .................................................................... 47 

V. OPEN END REAL ESTATE MANAGER GUIDELINES ................................................................. 51 

A. INVESCO REALTY, INC........................................................................................................ 52 

VI. HEDGE FUND MANAGER GUIDELINES .................................................................................. 53 

A. GROSVENOR INSTITUTIONAL PARTNERS, L.P. .................................................................. 54 

VII. COMMODITIES MANAGER GUIDELINES ........................................................................... 55 

A. INVESCO TRUST COMPANY ............................................................................................... 56 

VIII. CLOSED END PRIVATE MANAGER INFORMATION ............................................................ 57 

13 | P a g e  



FCERA 
Investment Policy Statement (IPS) 

A. Real Estate ........................................................................................................................ 58 

1. TA Associates Realty IX ................................................................................................. 58 

B. Private Equity ................................................................................................................... 58 

1. Landmark Equity Partners XIV ...................................................................................... 58 

2. New Mountain Partners III ........................................................................................... 58 

3. Hamilton Lane VI .......................................................................................................... 58 

4. Warburg Pincus Equity Fund X ..................................................................................... 58 

5. Blackstone Equity IV ..................................................................................................... 59 

6. Warburg Pincus Equity Fund VIII .................................................................................. 59 

7. Landmark Equity X ........................................................................................................ 59 

8. New Mountain Partners ............................................................................................... 59 

9. Warburg Pincus Equity Partners .................................................................................. 59 

C. Private Credit .................................................................................................................... 59 

1. GSO European Debt Fund ............................................................................................. 59 

2. CarVal Credit Value Fund III .......................................................................................... 59 

3. Colony Distressed Credit III .......................................................................................... 60 

4. Oaktree Opportunities IX ............................................................................................. 60 

5. KKR Mezzanine Partners .............................................................................................. 60 

6. Angelo Gordon VII ........................................................................................................ 60 

7. Colony Distressed Credit .............................................................................................. 60 

8. Lone Star Fund IV ......................................................................................................... 60 

9. TCW Shop IV ................................................................................................................. 61 

10. TCW Shop III ................................................................................................................. 61 

D. Infrastructure ................................................................................................................... 61 

1. IFM Infrastructure Fund ............................................................................................... 61 

  

14 | P a g e  



FCERA 
Investment Policy Statement (IPS) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

II. DOMESTIC EQUITY MANAGER GUIDELINES 
  

15 | P a g e  



FCERA 
Investment Policy Statement (IPS) 

A. ARONSON + JOHNSON + ORTIZ, LP 

Separate Account Large Capitalization Value Equity Assignment 
 

1. Investment Assignment 
 
Aronson+Johnson+Ortiz, LP will be given full discretion within the scope of the Fresno 
County Employees’ Retirement Association’s Investment Policy Statement and this 
addendum.  Aronson+Johnson+Ortiz, LP will be responsible for reviewing these 
guidelines with the Board of Trustees at least annually to assure they remain prudent.  
Aronson+Johnson+Ortiz, LP shall discharge its management in a prudent manner, always 
keeping the best interest of the participants clearly in mind. 

 
2. Investment Objectives 

 
The investment objectives for Aronson+Johnson+Ortiz, LP will be for the asset value 
exclusive of contribution or withdrawals, to grow over the long run and earn, through a 
combination of investment income and capital appreciation, a rate of return (time-
weighted total return) in excess of the benchmarks established for the long term (5 
years). 
 
Long Term Performance Objectives: The total equity segment of the portfolio is to 
exceed the Russell 1000 Value Index as well as the median equity return in a 
representative large cap value performance universe. 

 
3. Investment Guidelines 

 
It is the intention of the Board of Trustees to allow the investment manager full 
investment discretion within the scope of these mutually agreed upon investment 
guidelines.  The investment manager must adhere to the following investment 
guidelines unless explicitly authorized in writing by the Board of Trustees to do 
otherwise. 
 
Equity Securities:  The securities shall be comprised of common stocks, convertible and 
non-convertible preferred stocks, convertible debt securities, American Depository 
Receipts (ADRs), Global Depositary Receipts (GDRs), and foreign securities traded on 
U.S. exchanges. The investment manager may also use exchange-traded funds such as 
S&P Depositary Receipts (“spyders”) for the purpose of short-term equitization of 
unused funds, including cash in the account due to a contribution or pending 
withdrawal. 
 
Derivatives:  Investment in derivative securities is prohibited. 
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Diversification:  The securities should be well diversified to avoid undue exposure to any 
single economic sector, industry, or individual security.  No more than 7% of the equity 
portfolio may be invested in one equity security at market. 
 
Prohibited Investments:  The portfolio will not engage in investment transactions 
involving stock options, short sales, purchase on margin, letter stocks, private placement 
securities, and commodities.  No investments shall be made in foreign securities, except 
American Depository Receipts (ADRs), Global Depositary Receipts (GDRs), and foreign 
securities traded on U.S. exchanges.  Further, no investment transactions shall occur 
outside the United States and no asset of the Fund shall be held outside the jurisdiction 
of the United States District Courts.  
 
Quality and Marketability: Common and convertible preferred stocks should be listed 
on either the New York Stock Exchange, American Stock Exchange, NASDAQ system, or 
national market exchange which have adequate market liquidity relative to the size of 
the investment.  Further, no single equity position in the portfolio may comprise more 
than 5% of the company’s total market capitalization. 
 
Quality and security should be emphasized over maximum return in all short-term cash 
investments.  Investment managers will have discretion as to the types of securities 
used except that all commercial paper obligations purchased must have minimum 
respective ratings of P-2 by Moody’s or A-2 by Standard & Poor’s. 
 
Capitalization:  The weighted average market capitalization of the portfolio should not 
fall below $5 billion. 
 
Volatility:  It is expected that the volatility of the investment manager’s portfolio will be 
reasonably close to the volatility of the customized policy index defined in the 
Investment Objective section of the Investment Policy Statement. 

 
4. Statement of Acknowledgement 

 
As an authorized representative of Aronson+Johnson+Ortiz, LP provider of investment 
management services of the Fresno County Employees’ Retirement Association, I hereby 
acknowledge receipt on behalf of Aronson+Johnson+Ortiz, LP and agree on behalf of 
Aronson+Johnson+Ortiz, LP to conduct the investment management services in 
accordance with the terms of this addendum as well as the Investment Policy Statement 
as set by the Board of Trustees. 
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B. KALMAR INVESTMENTS INC. 

Separate Account Small Capitalization Growth Equity Assignment 
 

1. Investment Assignment 
 

Kalmar Investments Inc. will be given full discretion within the scope of the Fresno 
County Employees’ Retirement Association’s Investment Policy Statement and this 
addendum. Kalmar Investments Inc. will be responsible for reviewing these guidelines 
with the Board of Trustees at least annually to assure they remain prudent. Kalmar 
Investments, Inc. shall discharge its management in a prudent manner, always keeping 
the best interest of the participants clearly in mind. 
 

2. Investment Objectives 
 

The investment objectives for Kalmar Investments Inc. will be for the asset value 
exclusive of contributions or withdrawals, to grow over the long run and earn, through a 
combination of investment income and capital appreciation, a rate of return (time-
weighted total return) in excess of the benchmark established for the long term (5 
years). 

 
Long Term Performance Objectives: The total equity segment of the portfolio is to 
exceed the Russell 2000 Growth Index as well as the median equity return in a 
representative small cap style performance universe. 

 
3. Investment Guidelines 

 
It is the intention of the Board of Trustees, to allow the investment manager full 
investment discretion within the scope of these mutually agreed upon investment 
guidelines. The investment manager must adhere to the following investment guidelines 
unless explicitly authorized in writing by the Board of Trustees to do otherwise. 

 
Equity Securities:  The securities shall be comprised of common stocks, convertible and 
non-convertible preferred stocks, convertible debt securities, American Depository 
Receipts (ADRs), Global Depositary Receipts (GDRs), and foreign securities traded on 
U.S. and Canadian exchanges. 
 
Derivatives:  Investment in derivative securities is prohibited. 

 
Diversification: The securities should be well diversified to avoid undue exposure to any 
single economic sector, industry, or individual security. No more than 8% of the equity 
portfolio may be invested in one equity security at market.  

 
Prohibited Investments:  The portfolio will not engage in investment transactions 
involving stock options, short sales, purchase on margin, letter stocks, private placement 
securities, and commodities.  No investments shall be made in foreign securities, except 
American Depository Receipts (ADRs), Global Depositary Receipts (GDRs), and foreign 
securities traded on U.S. and Canadian exchanges.  Further, no investment transactions 
shall occur outside the United States and no asset of the Fund shall be held outside the 
jurisdiction of the United States District Courts.  

 
Quality and Marketability: Common and convertible preferred stocks should be listed 
on either the New York Stock Exchange, American Stock Exchange, NASDAQ system, or 

18 | P a g e  



FCERA 
Investment Policy Statement (IPS) 

national market exchange which has adequate market liquidity relative to the size of the 
investment. Further, no single equity position in the portfolio may comprise more than 
5% of the company’s total market capitalization. 

 
Quality and security should be emphasized over maximum return in all short-term cash 
investments. Investment managers will have discretion as to the types of securities used 
except that all commercial paper obligations purchased must have minimum respective 
ratings of P-2 by Moody’s or A-2 by Standard & Poor’s. 
 
Capitalization:  The weighted average market capitalization of the portfolio will at all 
times fall between the range of 75% to 200% of the weighted average market 
capitalization of the Russell 2000 Index. Should the portfolio fall outside of this range, 
Kalmar is expected to notify the Board within 90 days. 

 
Volatility: It is expected that the volatility of the investment manager’s portfolio will be 
reasonable close to the volatility of the customized policy index defined in the 
Investment Objectives section of the Investment Policy Statement. 

 
4. Statement of Acknowledgement 

 
As an authorized representative of Kalmar Investments Inc. provider of investment 
management services to the Fresno County Employees’ Retirement Association, I hereby 
acknowledge receipt on behalf of Kalmar Investments, Inc. and agree on behalf of 
Kalmar Investments Inc. to conduct the investment management services in accordance 
with the terms of this addendum as well as the Investment Policy Statement as set by 
the Board of Trustees. 
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C. STATE STREET GLOBAL ADVISORS 

Commingled Large Cap Passive Equity Assignment 
 

(All guideline information for this allocation provided by FCERA’s investment consultant, Verus.) 
 

1. Investment Assignment 
 

The State Street Global Advisors will be given full discretion within the scope of the 
Fresno County Employees' Retirement Association's Investment Policy Statement and 
this addendum. State Street Global Advisors shall discharge its management in a 
prudent manner, always keeping the best interest of the participants clearly in mind. 
 

2. Investment Objectives 
 

The investment objectives for State Street Global Advisors will be for the asset value 
exclusive of contribution or withdrawals, to grow over the long run and earn, through a 
combination of investment income and capital appreciation, a rate of return (time-
weighted total return) that match the benchmarks established for the long term (5 
years). Long Term Performance Objectives: The total equity segment of the portfolio is 
to match the performance of the S&P 500 Index. 

 
3. Investment Guidelines 

 
It is the intention of the Board of Trustees to allow the investment manager full 
investment discretion within the scope of these mutually agreed upon investment 
guidelines. The investment manager must adhere to the following investment guidelines 
unless explicitly authorized in writing by the Board of Trustees to do otherwise. With 
respect to the investment guidelines proposed, it is understood that State Street Global 
Advisors has been hired to manage a fully replicated passively managed index portfolio. 
The universe of eligible investments is therefore identical to the list of index 
constituents as determined by the index provider selected by the Fresno County 
Employees' Retirement Association. If the guidelines became in conflict with the 
universe of eligible investments as defined by the comparative index, the investment 
manager needs to notify the client in writing of the changes and prepare the necessary 
changes to this addendum.   

 
Allowable Securities: The portfolio shall be solely comprised of units of the SSgA S&P 
500 Flagship Fund (the "Fund''). Further, the investment policies, proxy voting policies 
and expenses of the Fund shall be governed by the Declaration of Trust (as amended) 
for the State Street Bank and Trust Company Investment Funds for Tax Exempt 
Retirement Plans, as well as the State Street Bank and Trust Company Investment Funds 
for Tax Exempt Retirement Plans Amended Fund Declaration for the S&P 500® Flagship 
Securities Lending Fund 
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4. Statement of Acknowledgement 

 
As an authorized representative of the State Street Global Advisors provider of 
investment management services of the Fresno County Employees' Retirement 
Association, I hereby acknowledge receipt on behalf of the State Street Global Advisors 
and agree on behalf of the State Street Global Advisors to conduct the investment 
management services in accordance with the terms of this addendum to the Investment 
Policy Statement as set by the Board of Trustees. 
 

5. Commingled Vehicle Election 
The Association’s investment in the SSgA S&P 500 Flagship Fund is made through a 
commingled vehicle.  Therefore, the Association’s investment guidelines do not govern 
the investment process of the fund.  
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D. SYSTEMATIC FINANCIAL MANAGEMENT, L.P. 

Separate Account Small Capitalization Value Equity Assignment 
 

1. Investment Assignment 
 

Systematic Financial Management, L.P. will be given full discretion within the scope of 
the Fresno County Employees’ Retirement Association’s Investment Policy Statement 
and this addendum. Systematic Financial Management, L.P. will be responsible for 
reviewing these guidelines with the Board of Trustees at least annually to assure they 
remain prudent. Systematic Financial Management, L.P. shall discharge its management 
in a prudent manner, always keeping the best interest of the participants clearly in 
mind. 
 

2. Investment Objectives 
 

The investment objectives for Systematic Financial Management, L.P. will be for the 
asset value exclusive of contributions or withdrawals, to grow over the long run and 
earn, through a combination of investment income and capital appreciation, a rate of 
return (time-weighted total return) in excess of the benchmark established for the long 
term (5 years). 

 
Long Term Performance Objectives: The total equity segment of the portfolio is to 
exceed the Russell 2500 Value Index as well as the median equity return in a 
representative small cap style performance universe. 

 
3. Investment Guidelines 

 
It is the intention of the Board of Trustees, to allow the investment manager full 
investment discretion within the scope of these mutually agreed upon investment 
guidelines. The investment manager must adhere to the following investment guidelines 
unless explicitly authorized in writing by the Board of Trustees to do otherwise. 

 
Equity Securities:  The securities shall be comprised of common stocks, convertible and 
non-convertible preferred stocks, convertible debt securities, American Depository 
Receipts (ADRs), Global Depositary Receipts (GDRs), and foreign securities traded on 
U.S. and Canadian exchanges. 
 
Derivatives:  Investment in derivative securities is prohibited. 

 
Diversification: The securities should be well diversified to avoid undue exposure to any 
single economic sector, industry, or individual security. No more than 8% of the equity 
portfolio may be invested in one equity security at market at time of purchase. 

 
Prohibited Investments:  The portfolio will not engage in investment transactions 
involving stock options, short sales, purchase on margin, letter stocks, private placement 
securities, and commodities.  No investments shall be made in foreign securities, except 
American Depository Receipts (ADRs), Global Depositary Receipts (GDRs), and foreign 
securities traded on U.S. and Canadian exchanges.  Further, no investment transactions 
shall occur outside the United States and no asset of the Fund shall be held outside the 
jurisdiction of the United States District Courts.  

 
Quality and Marketability: Common and convertible preferred stocks should be listed 
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on either the New York Stock Exchange, American Stock Exchange, NASDAQ system, or 
national market exchange which has adequate market liquidity relative to the size of the 
investment. Further, no single equity position in the portfolio may comprise more than 
5% of the company’s total market capitalization. 

 
Quality and security should be emphasized over maximum return in all short-term cash 
investments. Investment managers will have discretion as to the types of securities used 
except that all commercial paper obligations purchased must have minimum respective 
ratings of P-2 by Moody’s or A-2 by Standard & Poor’s. 
 
Capitalization: The Manager uses a blend of smaller companies ranging in market 
capitalization for the portfolio from approximately $100 million to $10 billion at the 
initiation of the position. During some market conditions, the weighted average market 
capitalization of the portfolio may fall outside this range. 

 
Volatility: It is expected that the volatility of the investment manager’s portfolio will be 
reasonable close to the volatility of the customized policy index defined in the 
Investment Objectives section of the Investment Policy Statement. 

 
4. Statement of Acknowledgement 

 
As an authorized representative of Systematic Financial Management, L.P. provider of 
investment management services to the Fresno County Employees’ Retirement 
Association, I hereby acknowledge receipt on behalf of Systematic Financial 
Management, L.P. and agree on behalf of Systematic Financial Management, L.P. to 
conduct the investment management services in accordance with the terms of this 
addendum as well as the Investment Policy Statement as set by the Board of Trustees. 
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E. WADDELL & REED INVESTMENT MANAGEMENT COMPANY 

Separate Account Large Capitalization Growth Equity Assignment 
 

1. Investment Assignment 
 
Waddell & Reed Investment Management Company (“Waddell & Reed”) will be given 
full discretion within the scope of these mutually agreed upon investment guidelines.  
Waddell & Reed will be responsible for reviewing these guidelines with the Board of 
Trustees at least annually to assure they remain prudent.  Waddell & Reed shall 
discharge its management in a prudent manner, always keeping the best interest of the 
participants clearly in mind. 

 
2. Investment Objectives 

 
The investment objectives for Waddell & Reed will be for the asset value exclusive of 
contribution or withdrawals, to grow over the long run and earn, through a combination 
of investment income and capital appreciation, a rate of return (time-weighted total 
return) in excess of the benchmarks established for the long term (5 years). 
 
Long Term Performance Objectives: The total equity segment of the portfolio is to 
exceed the Russell 1000 Growth Index as well as the median equity return in a 
representative large cap growth performance universe. 

 
3. Investment Guidelines 

 
It is the intention of the Board of Trustees to allow the investment manager full 
investment discretion within the scope of these mutually agreed upon investment 
guidelines.  The investment manager must adhere to the following investment 
guidelines unless explicitly authorized in writing by the Board of Trustees to do 
otherwise. 
 
Equity Securities:  The securities shall be comprised of common stocks, convertible and 
non-convertible preferred stocks, convertible debt securities, American Depository 
Receipts (ADRs), Global Depositary Receipts (GDRs), and foreign securities traded on 
U.S. exchanges. 
 
Diversification:  The securities should be well diversified to avoid undue exposure to any 
single economic sector, industry, or individual security.   No more than the greater of 7% 
or 2% over a security’s weighting in the Russell 1000 Growth index, at market, may be 
invested in one equity security in the portfolio. 
 
Prohibited Investments:  The portfolio will not engage in investment transactions 
involving stock options, short sales, purchase on margin, letter stocks, private placement 
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securities, and commodities.  No investments shall be made in foreign securities, except 
American Depository Receipts (ADRs) Global Depositary Receipts (GDRs), and foreign 
securities traded on U.S. exchanges.  Further, no investment transactions shall occur 
outside the United States and no asset of the Fund shall be held outside the jurisdiction 
of the United States District Courts.  
 
Quality and Marketability: Common and convertible preferred stocks should be listed 
on either the New York Stock Exchange, American Stock Exchange, NASDAQ system, or 
national market exchange which have adequate market liquidity relative to the size of 
the investment.  Further, no single equity position in the portfolio may comprise more 
than 5% of the company’s total market capitalization. 
 
Capitalization:  The weighted average market capitalization of equities should not fall 
below $10 billion. 
 
Volatility:  It is expected that the volatility of the investment manager’s portfolio will be 
reasonably close to the volatility of the customized policy index defined in the 
Investment Objective section of the Investment Policy Statement. 

 
4. Statement of Acknowledgement 

 
As an authorized representative of Waddell & Reed, provider of investment 
management services to Fresno County Employees Retirement Association, I hereby 
acknowledge receipt on behalf of Waddell & Reed and agree on behalf of Waddell & 
Reed to conduct the investment management services in accordance with the terms of 
this addendum as well as the Investment Policy Statement as set by the Board of 
Trustees. 
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III. INTERNATIONAL EQUITY MANAGER GUIDELINES 
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A. ARTISAN 

 
1. Investment Guidelines 
 

a. The Account shall be invested at the discretion of Artisan Partners with regard to 
individual security selection, subject to compliance with the Employee Retirement 
Income Security Act of 1974, as amended, if applicable, and these guidelines. 

 
b. Holdings will generally consist of publicly traded corporate equities (including 

common and preferred stocks, warrants, and depositary receipts) of companies 
across a broad capitalization range. 

 
c. Investments generally will be made in non-U.S. companies. 1 

 
d. Holdings outside developed equity markets will generally be limited to a 

maximum of ten percent (10%) of the value of the Account at the time of 
purchase. For the purposes of this guideline, developed equity markets are the 
component countries of the MSCI EAFE® Index plus Canada, Luxembourg and the 
United States. 

 
e. The Account will generally be diversified across a minimum of eighteen (18) 

countries. The maximum allocation to any one country will not generally exceed 
thirty percent (30%) of the value of the Account at the time of purchase. 

 
f. Investment in any one industry will not generally exceed twenty-five percent 

(25%) of the value of the Account at the time of purchase. 
 

g. No single security will exceed five percent (5%) of the market value of the 
Account at the time of purchase or ten percent (10%) of the market value of the 
Account at any time. 

 
h. The Account may not employ leverage, purchase securities on margin, or sell 

securities short. 
 

 
 
 

 

1 For purposes of testing compliance with this investment restriction, Artisan Partners uses a third party 
classification system (currently MSCI) to classify a company as U.S. or non-U.S.  That classification system 
depends generally on a company's place of organization, headquarters, trading and business operations. Because 
those characteristics may not point to the same country, a company may be classified as a U.S. company even 
though it is organized or has substantial business operations outside the U.S., or may be classified as non-U.S. 
even if it is organized or trades or has substantial business operations in the U.S. Country classifications may 
change over time. For more information, see Artisan Partners' Form ADV. 
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i. The Account may not purchase securities in private placements other than 
securities privately placed under Rule 144A or another similar private placement 
exemption and equity-linked instruments described below. 

 
j. The Account will not invest in derivative instruments, including futures and options, 

except the Account may invest in the equity-linked instruments described below, 
hedge currency as described below and acquire, receive, retain and exercise 
warrants, rights or similar instruments attached to portfolio securities. 

 
k. The Account may invest up to ten percent (10%) of the market value of the Account 

at the time of purchase in listed or over-the-counter un-leveraged, equity linked 
instruments; provided, however, that the Account will not invest more than five 
percent (5%) of the market value of the Account at the time of purchase in such 
instruments issued by a single counterparty. 

 
l. Currency hedging may, but is not required to, be utilized to protect the Account's 

value in U.S. dollars. 
 

m. The cash portion of the Account shall be invested in such short-term investment 
funds as FCERA designates from time to time. Cash will not generally exceed five 
percent (5%) of the value of the Account. 

 
n. The limitations in items d, e, f, g, k and m , above will not be applied to securities 

purchases made in connection with the initial funding of the Account or the 
investment of any subsequent contribution to the Account in order to replicate 
Artisan Partners' model portfolio in its non-U.S. growth investment strategy. 
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B. MONDRIAN EMERGING MARKETS EQUITY FUND, LIMITED PARTNERSHIP 

Limited Partnership Emerging Markets International Equity Assignment 
 
(All guideline information for this allocation provided by FCERA’s investment consultant, Verus.) 
 

1. Investment Assignment 
 
Mondrian Investment Group, Incorporated (“Mondrian”) will be given full discretion 
within the scope of the Fresno County Employees’ Retirement Association’s Investment 
Policy Statement and this addendum. Mondrian shall discharge its management in a 
prudent manner, always keeping the best interest of the participants clearly in mind. 
 

2. Investment Objectives 
 
The investment objectives for Mondrian will be for the asset value exclusive of 
contributions or withdrawals, to grow over the long run and earn, through a 
combination of investment income and capital appreciation, a rate of return (time-
weighted total return) in excess of the benchmark established for the long term (5 
years). 
 
Long Term Performance Objectives: The total equity segment of the portfolio is to 
exceed the MSCI Emerging Markets Free Index as well as the median emerging markets 
equity return in a representative performance universe. 

 
3. Allowable Securities 

 
The investment shall be solely comprised of shares of the Mondrian Emerging Markets 
Equity Fund, Limited Partnership.  Investments made by Mondrian Investment Group 
(US), Inc. must be consistent with the Mondrian Emerging Markets Equity Fund, L.P.’s 
Offering Memorandum.  
 

4. Commingled Vehicle Election 
 

The Association’s investment in Mondrian Emerging Markets is made through a 
commingled vehicle.  Therefore, the Association’s investment guidelines do not govern 
the investment process of the fund.  
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C. MONDRIAN INTERNATIONAL SMALL CAP EQUITY FUND, LIMITED PARTNERSHIP 

Limited Partnership Small Cap International Equity Assignment 
 
(All guideline information for this allocation provided by FCERA’s investment consultant, Verus.) 
 

1. Investment Assignment 
 
Mondrian Investment Group, Incorporated (“Mondrian”) will be given full discretion 
within the scope of the Fresno County Employees’ Retirement Association’s Investment 
Policy Statement and this addendum. Mondrian shall discharge its management in a 
prudent manner, always keeping the best interest of the participants clearly in mind. 
 

2. Investment Objectives 
 
The investment objectives for Mondrian will be for the asset value exclusive of 
contributions or withdrawals, to grow over the long run and earn, through a 
combination of investment income and capital appreciation, a rate of return (time-
weighted total return) in excess of the benchmark established for the long term (5 
years). 
 
Long Term Performance Objectives: The total equity segment of the portfolio is to 
exceed the MSCI World Ex-US Small Cap Index as well as the median equity return in a 
representative performance universe. 

 
3. Allowable Securities 

 
The investment shall be solely comprised of shares of the Mondrian International Small 
Cap Fund, Limited Partnership.  Investments made by Mondrian Investment Group (US), 
Inc. must be consistent with the Mondrian International Small Cap Equity Fund, L.P.’s 
Offering Memorandum. 
 

4. Commingled Vehicle Election 
 

The Association’s investment in Mondrian Small Cap International fund is made through 
a commingled vehicle.  Therefore, the Association’s investment guidelines do not govern 
the investment process of the fund.  
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D. RESEARCH AFFILIATES INTERNATIONAL EQUITY FUND 

International Equity Assignment 
 

1. Investment Assignment 
 

It is the intention of the Board of Trustees to allow the investment manager full 
investment discretion within the scope of these mutually agreed upon investment 
guidelines. The investment manager must adhere to the following investment guidelines 
unless explicitly authorized in writing by the Board of Trustees to do otherwise.  
 
Equity Securities: Equity securities shall be restricted to those issues listed on the major 
local-country stock exchanges as well as American Depository Receipts (ADRs), and 
Global Depositary Receipts (GDRs). The markets that Research Affiliates can invest in are 
those within the Morgan Stanley Capital International Europe, Australia, and Far East 
(MSCI EAFE) Index as well as Bermuda, Canada, and Cayman Islands.  
 
Derivatives: Investment in derivative securities is prohibited.  
 
Diversification: The securities should be well diversified to avoid undue exposure to any 
single economic sector, industry, or individual security. No more than 5% of the equity 
portfolio may be invested in one equity security at market.  
 
Prohibited Investments: The portfolio will not engage in investment transactions 
involving stock options, short sales, purchase on margin, letter stocks, private placement 
securities, and commodities without the written consent of the Association.  
 
Quality and Marketability: Common and convertible preferred stocks should be listed 
on a major local country exchange which have adequate market liquidity relative to the 
size of the investment. Further, no single equity position in the portfolio may comprise 
more than 5% of the company's total market capitalization.  
Quality and security should be emphasized over maximum return in all short-tem1 cash 
investments. Investment managers will have discretion as to the types of securities used 
except that all commercial paper obligations purchased must have minimum respective 
ratings of P-2 by Moody's or A-2 by Standard & Poor's.  
 
Capitalization: The weighted average market capitalization of the portfolio should not 
fall below $1 billion.  
 
Volatility: It is expected that the volatility of the investment manager's portfolio will be 
reasonably close to the volatility of the customized policy index defined in the 
Investment Objectives section of the Investment Policy Statement. 
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2. Description of the Account 
 

The strategy applies an enhanced version of our patented Research Affiliates 
Fundamental Index® (the "Fundamental Index®") strategy to international developed 
markets (non-U.S.) companies. The Fundamental Index® strategy attempts to capture 
the benefits of indexing and avoid the performance drag associated with cap-weighting 
by selecting and weighting stocks in an index using fundamental measures of company 
size (e.g., cash flow, book value, sales and dividends). The Fundamental Index® strategy 
incorporates additional factors (e.g., quality of earnings, financial distress, etc.) along 
with more frequent rebalancing in comparison to a passive indexing strategy.  
 
The Fundamental Index® strategy is both defined and weighted by using financial 
indicators of the value of large publicly traded non-U.S. companies issuing equity 
securities. Such financial indicators may include book value, sales, revenue, earnings, 
earnings per share, income, income growth rate, dividends, dividends per share and 
other financial or demographic data. Basing selection of the index securities on data 
relating to the intrinsic worth of the issuing companies offers investors a means to 
participate in a market or market segment with different risk characteristics than are 
otherwise offered by traditional indexed funds. The Account's strategy uses its 
additional screens to expand the selection process. 
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IV. GLOBAL FIXED INCOME MANAGER GUIDELINES 
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A. BRANDYWINE GLOBAL 

Separate Account Global Investment-Grade Sovereign Fixed Income Assignment  
 

1. Investment Assignment 
 
Brandywine Global will be given full discretion within the scope of the Fresno County 
Employees’ Retirement Association’s Investment Policy Statement and this addendum. 
Brandywine Global will be responsible for reviewing these guidelines with the Board of 
Trustees at least annually to assure they remain prudent. Brandywine Global shall 
discharge its management in a prudent manner, always keeping the best interest of the 
participants clearly in mind. 
 

2. Investment Objectives 
 
The investment objectives for Brandywine Global will be for the asset value exclusive of 
contributions or withdrawals, to grow over the long run and earn, through a 
combination of investment income and capital appreciation, a rate of return (time-
weighted total return) in excess of the benchmarks established for the long term (5 
years). 

 
Long Term Performance Objectives:  The Total Portfolio is to exceed the Citigroup 
World Government Bond Index (unhedged), as well as the median return in a 
representative fixed income performance universe. 
 

3. Investment Guidelines 
 

It is the intention of the Board of Trustees to allow the investment manager full 
investment discretion within the scope of these mutually agreed upon investment 
guidelines.  The investment manager must adhere to the following investment 
guidelines unless explicitly authorized in writing by the Board of Trustees to do 
otherwise. 
 
Permissible Investments: Debt obligations issued or guaranteed by sovereign 
governments, supranational or multinational entities, and Australian states or Canadian 
provinces. The investment universe shall consist of countries or currencies included in 
the Citigroup World Government Bond Index or specified in the “Diversification” 
section.  
 
Eligible commingled investment vehicles include interests in privately and publicly 
offered commingled investment vehicles advised by Brandywine Global or its affiliates 
(“Investment Products”), with the understanding that FCERA will not pay any additional 
management fee for such investment, and provided any investment in such Investment 
Products are consistent with these Investment Guidelines.  
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Eligible cash equivalents include commercial paper, short-term investment fund 
designated by FCERA, and eligible fixed income instruments with a maturity of less than 
one year. 

 
Derivatives:  Permissible derivative instruments include forwards, futures, options, and 
swaps. At its discretion, Brandywine may hedge all, some, or none of the portfolio’s 
currency exposure. Brandywine may also cross hedge currency positions, but may not 
be net short any currency, or long more than 100% of the portfolio. Brandywine shall 
not use derivatives to increase portfolio risk above the level that could be achieved in 
the portfolio using only traditional investment securities. Under no circumstances will 
the portfolio manager undertake an investment that is non-covered or leveraged to the 
extent that it would cause portfolio duration to exceed limits specified herein.  
 
Diversification:  The fixed income securities should be well diversified to avoid undue 
exposure to any single economic sector or individual security. Individual country or 
currency exposures typically will not exceed at purchase: 
 
 Country Allocation Currency Allocation 
North America   
United States 0% - 65% 0% - 100% 
Canada 0% - 25% 0% - 25% 
   
Europe   
Euro  0% - 70% 
Germany 0% - 40%  
France 0% - 40%  
Italy 0% - 30%  
Belgium 0% - 20%  
Netherlands 0% - 20%  
Spain 0% - 20%  
   
Other Europe   
United Kingdom 0% - 40% 0% - 40% 
Denmark 0% - 20% 0% - 20% 
Sweden 0% - 20% 0% - 20% 
   
Pacific Rim   
Japan 0% - 60% 0% - 60% 
New Zealand 0% - 10% 0% - 10% 
   
Other Countries contained in the WGBI 
Index (each): 

0% - 15% 0% - 15% 
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 Country Allocation Currency Allocation 
Other Non-WGBI  Countries (each): rated A 
or better by an NRSRO* 

0% - 10% 0% - 10% 

Other Non-WGBI  Countries (each): rated 
BBB or better rating by an NRSRO* 

0% - 5% 0% - 5% 

Other Non-WGBI Countries (in aggregate): 
Below A rating by all NRSRO* and BBB or 
better rating by an NRSRO* 

0 – 20% 0% - 20% 

NRSRO means one of the following Nationally Recognized Statistical Rating 
Organizations: Standard & Poor’s Rating Services, Moody’s Investor Service, and Fitch, 

Inc. Ratings for country and currency include sub-categories or graduations therein and 
are determined by the local currency long-term debt ratings assigned by NRSROs. 

 
Quality and Marketability: Fixed income securities and cash in the portfolio shall have a 
weighted average rating of A- or better according to the methodology used by the 
Barclays Capital Global Bond Indices. All investments shall be of investment grade 
quality at time of purchase, as determined by an NRSRO.  Brandywine Global may 
continue to hold instruments that are downgraded in quality subsequent to their 
purchase if, in the opinion of Brandywine Global, it would be advantageous to do so. 

 
Duration:  The portfolio duration shall be limited to a range of 1 – 10 years. 
 
Market Movement: If any of the parameters described above are breached (except 
those that are to be determined at the time of purchase), as a result of market 
movements, capital additions or withdrawals or other events not within the control of 
Brandywine Global, Brandywine Global shall have a reasonable period of time, not to 
exceed three months, to bring the portfolio into compliance with the applicable 
investment guidelines.  

  
4. Statement of Acknowledgment 

 
As an authorized representative of Brandywine Global, provider of investment 
management services to the Fresno County Employees’ Retirement Association, I 
hereby acknowledge receipt on behalf of Brandywine Global and agree on behalf of 
Brandywine Global to conduct the investment management services in accordance with 
the terms of this addendum as well as the Investment Policy Statement as set by the 
Board of Trustees. 
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B. EATON VANCE INVESTMENT MANAGERS 

Commingled Senior Floating Rate Assignment 
 
(All guideline information for this allocation provided by FCERA’s investment consultant, Verus.) 
 

1. Investment Assignment 
 
The Eaton Vance Investment Managers will be given full discretion within the scope of 
the Fresno County Employees’ Retirement Association’s Investment Policy Statement 
and this addendum. Eaton Vance Investment Managers will be responsible for reviewing 
these guidelines with the Board of Trustees at least annually to assure they remain 
prudent.  Eaton Vance Investment Managers shall discharge its management in a 
prudent manner, always keeping the best interest of the participants clearly in mind. 

 
2. Investment Objectives 

 
The investment objectives for Eaton Vance Investment Managers will be for the asset 
value exclusive of contribution or withdrawals, to grow over the long run and earn, 
through a combination of investment income and capital appreciation, a rate of return 
(time-weighted total return) that match  the benchmarks established for the long term 
(5 years). 
 
Long Term Performance Objectives: The portfolio is to exceed the performance of the 
S&P/LSTA Leveraged Loan Index as well as exceed the median return in a representative 
style performance universe. 

 
3. Investment Guidelines 

 
It is the intention of the Board of Trustees to allow the investment manager full 
investment discretion within the scope of these mutually agreed upon investment 
guidelines.  The investment manager must adhere to the following investment 
guidelines unless explicitly authorized in writing by the Board of Trustees to do 
otherwise. 

 
Allowable Securities: The portfolio shall be solely comprised of shares of the Eaton 
Vance Investment Managers’ Senior Floating Rate Assignment (the “Fund”).  
Investments made by Eaton Vance Investment Managers must be consistent with the 
Fund Declaration. 
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4. Commingled Vehicle Election 
 

The Association’s investment in Eaton Vance Investment Managers Senior Floating Rate 
Fund is made through a commingled vehicle.  Therefore, the Association’s investment 
guidelines do not govern the investment process of the Fund.  
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C. LOOMIS SAYLES & COMPANY 

Separate Account High Yield Full Discretion Fixed Income Assignment  
 

1. Investment Assignment 
 
Loomis Sayles & Company will be given full discretion within the scope of the Fresno 
County Employees’ Retirement Association’s Investment Policy Statement and this 
addendum. Loomis Sayles & Company will be responsible for reviewing these guidelines 
with the Board of Trustees at least annually to assure they remain prudent. Loomis 
Sayles & Company shall discharge its management in a prudent manner, always keeping 
the best interest of the participants clearly in mind. 
 

2. Investment Objectives 
 
The investment objectives for Loomis Sayles & Company will be for the asset value 
exclusive of contributions or withdrawals, to grow over the long run and earn, through a 
combination of investment income and capital appreciation, a rate of return (time-
weighted total return) in excess of the benchmarks established for the long term (5 
years). 

 
Long Term Performance Objectives:  The Total Portfolio is to exceed the Barclays US 
Corporate High Yield Index, as well as the median return in a representative fixed 
income performance universe. 
 

3. Investment Guidelines 
 

It is the intention of the Board of Trustees to allow the investment manager full 
investment discretion within the scope of these mutually agreed upon investment 
guidelines.  The investment manager must adhere to the following investment 
guidelines unless explicitly authorized in writing by the Board of Trustees to do 
otherwise. 
 
Permissible Investments: Public or private debt obligations issued or guaranteed by U.S. 
or foreign issuers, including but not limited to corporations, governments (including 
their agencies, instrumentalities and sponsored entities), supranational entities, 
partnerships and trusts, and such obligations may be issued at fixed, variable, adjustable 
or zero coupon rates or convertible into equity instruments; preferred, hybrid, mortgage 
or asset-backed instruments issued by any of the above-named entities; common 
stocks; and foreign currency exchange contracts including non-deliverable forward 
foreign exchange contracts and cross hedges. 
 
Eligible commingled investment vehicles include interests in privately and publicly 
offered commingled investment vehicles, including those advised by Loomis Sayles or its 
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affiliates.  Investments in commingled investment vehicles shall not be subject to any 
guidelines or restriction included herein, with the exception of the credit quality, 
country, duration and currency restrictions. In applying these restrictions, the credit 
quality, country, duration and currency of the applicable commingled funds will be used 
and not the credit qualities, country, durations and currencies of the underlying 
instruments in the commingled funds. 
 
Eligible cash equivalents include commercial paper, short-term investment fund 
designated by Client, and eligible fixed income instruments with a maturity of less than 
one year. 
 
At the time of purchase, the account may invest up to 5% of the market value of the 
portfolio in common stock, up to 15% in convertible instruments, up to 5% in non-US 
Dollar denominated corporate instruments, and up to 15% in securitized instruments 
(including individual securities as well as any investment in a commingled vehicle such 
as the Loomis Sayles Full Discretion Institutional Securitized Fund).     
 
Up to 45% of the portfolio may be invested in off-benchmark sectors (defined broadly as 
any sector or instrument type that is not included in the benchmark). 
 
Derivatives:  The investment manager shall not use derivatives to increase portfolio risk 
above the level that could be achieved in the portfolio using only traditional investment 
securities.  Moreover, the portfolio manager will not use derivatives to acquire exposure 
to changes in the value of assets or indexes that by themselves would not be purchased 
for the portfolio.  Under no circumstances will the portfolio manager undertake an 
investment that is non-covered or leveraged to the extent that it would cause portfolio 
duration to exceed limits specified herein.  The portfolio manager will report on the use 
of derivatives on a quarterly basis to the Board of Trustees.   
 
Credit derivative products can be used in the portfolio as substitutes for cash 
investments to manage default risk and credit exposure. These products include single-
name Credit Default Swaps (CDS) and Credit Default Swap index products. Single name 
CDS will be assigned the characteristics of the reference entity and will factor into any 
compliance test that would evaluate the underlying reference instrument, such as credit 
quality, country, currency, issue and industry limits set forth above. CDS Index products 
will not be subject to the limitations stated herein. 
 
Eligible derivatives instruments also include contracts to buy or sell futures on 
instruments, indices, interest rates and currencies (“Futures”); structured notes, 
including currency-, credit- and index-linked notes; forward contracts for instruments, 
indices, interest rates and currencies; swap contracts for instruments, indices, interest 
rates and currencies (“Swaps”); put and call options on instruments, indices, interest 
rates, Futures, Swaps and currencies. 
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To manage the duration and yield curve exposure of the portfolio, Loomis Sayles may 
use Futures to create exposures to securities, currencies, indices or any other financial 
instruments that are permitted under the investment guidelines and restriction of the 
portfolio, and subject to any limits and constraints on such permissible investments. 
Loomis Sayles will not use futures contracts for borrowing purposes and will not limit 
the extent to which it uses Futures for risk management purposes. 
 
Diversification:  The fixed income securities should be well diversified to avoid undue 
exposure to any single economic sector, industry, or individual security. No instrument, 
except instruments issued or guaranteed by the U.S. Government, its agencies, or 
instrumentalities or government sponsored entities, or any permissible commingled 
fund, will comprise more than 5% of the market value of the portfolio, as determined at 
the time of purchase.  
 
Furthermore, no industry, as defined by Barclays, except instruments issued or 
guaranteed by the U.S. Government, its agencies or instrumentalities or government 
sponsored entities will comprise more than 25% of the market value of the portfolio, as 
determined at the time of purchase. 
 
Prohibited Investments:  Investment in non-US sovereign issuers and senior loans is 
prohibited.   
 
Quality and Marketability: There is no minimum credit quality requirement for any 
instrument. If the ratings assigned to an instrument by Standard & Poor’s, Moody’s, 
and/or Fitch are not the same, the highest rating of these rating agencies will be used. If 
an instrument is not rated by Standard & Poor’s, Moody’s, and/or Fitch, the equivalent 
rating determined by the Loomis Sayles Research Department will be used.  
 
Loomis Sayles may continue to hold instruments that are downgraded in quality 
subsequent to their purchase if, in the opinion of Loomis Sayles, it would be 
advantageous to do so. 
 
Conversion:  Notwithstanding the foregoing, the portfolio may receive instruments 
prohibited or not contemplated herein through the conversion, exchange, 
reorganization, corporate action or bankruptcy of an otherwise permissible investment. 
Loomis Sayles may hold or dispose of these investments at its discretion. 
 
Duration:  The effective duration of the fixed income portfolio shall not exceed the 
duration of the Barclays US Corporate High Yield Index by more than 5 years. 
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Market Movement: If any of the parameters described above are breached (except 
those that are to be determined at the time of purchase), as a result of market 
movements, capital additions or withdrawals or other events not within the control of 
Loomis Sayles, Loomis Sayles shall have a reasonable period of time, not to exceed three 
months, to bring the portfolio into compliance with the applicable investment 
guidelines.  

  
4. Statement of Acknowledgment 

 
As an authorized representative of Loomis Sayles & Company, provider of investment 
management services to the Fresno County Employees’ Retirement Association, I 
hereby acknowledge receipt on behalf of Loomis Sayles & Company and agree on behalf 
of Loomis Sayles & Company to conduct the investment management services in 
accordance with the terms of this addendum as well as the Investment Policy Statement 
as set by the Board of Trustees. 
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D. THE NORTHERN TRUST COMPANY 

Commingled Barclays Aggregate Index Fund 
 
(All guideline information for this allocation provided by FCERA’s investment consultant, Verus.) 
 

1. Investment Assignment  
 
The Northern Trust Company will be given full discretion within the scope of the Fresno 
County Employees’ Retirement Association’s Investment Policy Statement and this 
addendum. The Northern Trust Company will be responsible for reviewing these 
guidelines with the Board of Trustees at least annually to assure they remain prudent. 
The Northern Trust Company shall discharge its management in a prudent manner, 
always keeping the best interest of the participants clearly in mind.  
 

2. Investment Objectives  
 
The investment objectives for The Northern Trust Company will be for the asset value 
exclusive of contribution or withdrawals, to grow over the long run and earn, through a 
combination of investment income and capital appreciation, a rate of return (time-
weighted total return) that match the benchmarks established for the long term (5 
years).  
 
Long Term Performance Objectives: The portfolio is to match the performance of the 
Barclays US Aggregate Index.  
 

3. Investment Guidelines  
 
It is the intention of the Board of Trustees to allow the investment manager full 
investment discretion within the scope of these mutually agreed upon investment 
guidelines. The investment manager must adhere to the following investment guidelines 
unless explicitly authorized in writing by the Board of Trustees to do otherwise.  
 
Allowable Securities: The portfolio shall be solely comprised of shares of the Northern 
Trust Company Collective Aggregate Bond Index Fund (the “Fund”). Investments made 
by The Northern Trust Company must be consistent with the Fund Declaration.  
 

4. Commingled Vehicle Election  
 
The Association’s investment in The Northern Trust Company’s Collective Aggregate 
Bond Index Fund is made through a commingled vehicle. Therefore, the Association’s 
investment guidelines do not govern the investment process of the fund. 
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E. PACIFIC INVESTMENT MANAGEMENT COMPANY (PIMCO) 

Separate Account Emerging Local Bond Investment Assignment 
 

1. Investment Assignment  
 
The Manager will have full discretion within the guidelines to invest in the currencies of, or 
in fixed income instruments denominated in the currencies of, emerging markets.  While 
the Manager generally defines an “emerging market” as any non-US country, excluding 
those that have been classified by the World Bank as high-income OECD countries for the 
past consecutive five years, the Manager retains broad discretion to invest in additional 
countries based on its assessment of their development phase. Unless otherwise stated 
below, the following guidelines will be applied at the time of purchase.   

2. Manager Objectives  

Benchmark:  JPMorgan GBI-EM Global Diversified, unhedged 

Portfolio Duration Range + / - 2 years relative to benchmark duration 
 
Portfolio duration and benchmark duration will be calculated using PIMCO’s duration 
models 

3. Credit Quality Minimums 
 
The Manager will apply quality ratings using the higher of Moody’s, S&P or Fitch.  If an 
issue is not rated by one of these rating agencies, then the Manager will determine a 
rating.   

 Minimum Issue Quality:    CCC- Rating 
 Minimum Average Portfolio Credit Quality:  BB- Rating 
 Minimum Commercial Paper Quality:  A2/P2/F2 

Should an issue be downgraded below these minimums, the Manager will determine the 
appropriate action (sell or hold) based on the perceived risk and expected return. 

4. Transaction Types 
 
Purchases and sales may be transacted for regular or deferred/forward settlement, 
including repos & reverse repos.  Hedging, spread, and income generating strategies 
may include the use of short sales.  The Manager may, but is not required to, hedge 
exposure to non-U.S. currencies.  Currency spot and forward transactions can be used as 
a means of hedging or taking active currency exposure within risk limits specified. 

Transactions Types Explicitly Prohibited:  None 
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5. Asset Types and Investment Vehicles 
 

The Manager will have discretion to invest in the following sectors: 

• Sovereign debt 
• Corporate securities 
• Non-US Dollar-denominated Securities (including local currency securities) 
• Bank Loans 
• Privately placed securities (including 144As) 
• Certificates of deposit 
• Repos/ Reverse repos/Sell/Buybacks (only for taxable accounts) 
• Structured Notes and Credit Linked Notes 
• Yankee, Euro and Global Bonds 
• Asset-Backed Securities 
• Convertible Securities 
• Futures and Forwards 
• Options, Caps and Floors 
• Swaps and swaptions, including Total Return Swaps 
• Credit Default Swaps (Buy Protection and Sell Protection) 
• Short sales 
• Foreign Currency (naked currency, including deliverable and non-deliverable 

forwards) 
• PIMCO Pooled Funds 

Asset Types/Vehicles Explicitly Prohibited:  None 

6. Concentration Limits 
 
The Manager will limit the concentrations within the portfolio to the following: 

 Single sovereign/quasi-sovereign issuer/issue:  Benchmark weight  +/- 20% 

 Single corporate issuer/issue (excludes quasi-sovereigns*):   5% 

*A quasi-sovereign is defined as:  the debt of any institution considered by the 
Manager to be owned, controlled, sponsored or guaranteed by a federal or 
national government. 
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F. STATE STREET GLOBAL ADVISORS 

Commingled TIPS Index Fund 
 
(All guideline information for this allocation provided by FCERA’s investment consultant, Verus.) 
 

1. Investment Assignment 
 
The State Street Global Advisors will be given full discretion within the scope of the 
Fresno County Employees’ Retirement Association’s Investment Policy Statement and 
this addendum. The State Street Global Advisors will be responsible for reviewing these 
guidelines with the Board of Trustees at least annually to assure they remain prudent.  
The State Street Global Advisors shall discharge its management in a prudent manner, 
always keeping the best interest of the participants clearly in mind. 

 
2. Investment Objectives 

 
The investment objectives for State Street Global Advisors will be for the asset value 
exclusive of contribution or withdrawals, to grow over the long run and earn, through a 
combination of investment income and capital appreciation, a rate of return (time-
weighted total return) that match  the benchmarks established for the long term (5 
years). 
 
Long Term Performance Objectives: The portfolio is to match the performance of the 
Barclays Capital US Treasury Inflation Protected Securities (“TIPS”) Index as well as the 
median equity return in a representative style performance universe. 

 
3. Investment Guidelines 

 
It is the intention of the Board of Trustees to allow the investment manager full 
investment discretion within the scope of these mutually agreed upon investment 
guidelines.  The investment manager must adhere to the following investment 
guidelines unless explicitly authorized in writing by the Board of Trustees to do 
otherwise. 

 
Allowable Securities: The portfolio shall be solely comprised of shares of the State 
Street Global Advisors TIPS Index NL Fund (the “Fund”).  Investments made by State 
Street Global advisors must be consistent with the Fund Declaration. 
 

4. Commingled Vehicle Election 
 

The Association’s investment in State Street Global Advisors TIPS Index NL Fund is made 
through a commingled vehicle.  Therefore, the Association’s investment guidelines do 
not govern the investment process of the fund.   
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G. WESTERN ASSET MANAGEMENT COMPANY 

Separate Account Investment Grade Credit Assignment 
 

1. Investment Assignment 
 
Western Asset Management Company will be given full discretion within the scope of 
the Fresno County Employees’ Retirement Association’s Investment Policy Statement 
and this addendum. Western Asset Management Company will be responsible for 
reviewing these guidelines with the Board of Trustees at least annually to assure they 
remain prudent. Western Asset Management Company shall discharge its management 
in a prudent manner, always keeping the best interest of the participants clearly in 
mind. 
 

2. Investment Objectives 
 
The investment objectives for Western Asset Management Company will be for the 
asset value exclusive of contributions or withdrawals, to grow over the long run and 
earn, through a combination of investment income and capital appreciation, a rate of 
return (time-weighted total return) in excess of the benchmarks established for the long 
term (5 years). 

 
Long Term Performance Objectives:  The Total Portfolio is to exceed the Barclays 
Capital Credit Index as well as the median return in a representative fixed income 
performance universe. 
 

3. Investment Guidelines 
 

It is the intention of the Board of Trustees to allow the investment manager full 
investment discretion within the scope of these mutually agreed upon investment 
guidelines. The investment manager must adhere to the following investment guidelines 
unless explicitly authorized in writing by the Board of Trustees to do otherwise. 
 
Fixed Income Securities: Any of the following fixed income securities, denominated in 
USD or non-USD, and their futures or options derivatives, individually or in commingled 
vehicles, subject to credit, diversification and marketability guidelines below, may be 
held outright and under resale agreement (REPO): 
 
a. Obligations issued or guaranteed by the U.S. Federal Government, U.S. Federal 

agencies or U.S. government-sponsored corporations and agencies (for the 
avoidance of doubt, U.S. agency structured product is prohibited); 
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b. Obligations of U.S. and non-U.S. corporations such as convertible and non-
convertible notes and debentures, loan participations, preferred stocks, commercial 
paper, certificates of deposit and bankers acceptances issued by industrial, utility, 
finance, commercial banking or bank holding company organizations; 

 
c. Securities defined under Rule 144A and Commercial Paper defined under Section 

4(2) of the Securities Act of 1933; 
 

d. Common stock, warrants or rights issued in exchange of, or as part of, a bond or 
bond unit; 

 
e. Obligations, denominated in U.S. dollars or foreign currencies, including, but not 

limited to: the securities of emerging market corporate issuers, international 
agencies, supranational entities, foreign governments (or their subdivisions or 
agencies), foreign currency exchange-related securities, warrants and forward 
contracts; 

 
f. Taxable and tax exempt obligations issued or guaranteed by U.S. local, city and state 

governments, instrumentalities and agencies: 
 

g. Non-U.S. dollar securities may be held on a currency hedged basis. To this end, the 
portfolio may invest in currency exchange transactions on a spot or forward basis; 

 
Derivatives:  Futures, swaps, forwards, options on swaps, and options on forwards are 
permitted.  The investment manager shall not use derivatives to increase portfolio risk 
above the level that could be achieved in the portfolio using only traditional investment 
securities.  Moreover, the portfolio manager will not use derivatives to gain exposure 
that would not otherwise be permitted in the portfolio.  Under no circumstances will the 
portfolio be leveraged.  Moreover, the portfolio duration will not exceed +/- 10% of 
benchmark duration.  The portfolio manager will report on the use of derivatives on a 
quarterly basis to the Board of Trustees. 
 
No more than 5% of the portfolio will be invested in original futures margin and option 
premiums, exclusive of any in-the-money portion of the premiums.  Short (sold) options 
positions will generally be hedged with cash, cash equivalents, current portfolio security 
holdings, or other options or futures positions. 
 
Diversification:  The fixed income securities should be well diversified to avoid undue 
exposure to any single economic sector, industry, or individual security. To this end, the 
following limits will apply.  Except for obligations issued or guaranteed by the U.S. 
government, U.S. agencies or U.S. government-sponsored corporations and agencies 
and investments in commingled vehicles, no more than 5% of the fixed income portfolio 
based on market value shall be invested in securities of any one issuing entity at the 
time of purchase.  Up to 20% of the portfolio may be invested in non-USD denominated 
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securities, fully hedged back to the US Dollar.  Up to 25% of the portfolio may be 
invested in global sovereign bonds (excluding United States Treasury and Agency 
bonds). 
 
Prohibited Investments:  Investments in emerging market sovereign debt (USD 
denominated and foreign currency denominated) and bank loans are prohibited. 
 
Quality and Marketability:  In all categories emphasis will be on investment grade 
securities.  Holdings are subject to the following limitations: 
 
Quality and security should be emphasized over maximum return in all short-term cash 
investments.  Investment managers will have discretion as to the types of securities 
used except that all commercial paper obligations purchased must have minimum 
respective ratings of P-2 by Moody’s or A-2 by Standard & Poor’s. 
 
A minimum of 95% of the portfolio will be invested in investment grade securities at 
time of purchase and up to 5% of the portfolio can be invested in below investment 
grade securities (including downgrades). Security ratings will be determined as follows.  
If a security is rated by Moody’s, S&P, and Fitch, then the middle rating of the three 
agencies will apply. In the event that the security is rated by two of the agencies, and 
the third is non-rated, then the lower rating of the two agencies will apply.  If only one 
agency assigns a rating, then that rating will apply. Securities not covered by the 
standards noted above will normally be, in the judgment of Western Asset 
Management, at least equal in credit quality to the criteria implied in those standards. 
 
In the event downgraded securities cause a breach of the Investment Guidelines, 
Western Asset Management may continue to hold the positions but will not make any 
further purchases to increase the position while the breach remains. 
 
For securities with legal final maturities of 270 days or less, Western Asset Management 
may use the underlying credit’s short term ratings as proxy for establishing the 
minimum credit requirement. 
 
Futures and options contracts will be limited to liquid instruments actively traded on 
major exchanges or, if over-the-counter for options, executed with major dealers. 
 
Volatility:  It is expected that the volatility of the portfolio will be reasonably close to 
the volatility of the Barclays Capital Credit Index over a market cycle.  The duration of 
the fixed income portfolio shall not exceed the duration of the Barclays Capital Credit 
Index by more than 10% . 
 
Market Movement: If any of the parameters described above are not to be determined 
at the time of purchase and are not met as a result of market movements, capital 
additions or withdrawals, or other events not within the control of the investment 
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manager, the investment manager shall have a reasonable period of time, not to exceed 
30 days, to bring the portfolio into compliance with the foregoing investment 
guidelines.  

 
4. Statement of Acknowledgment 

 
As an authorized representative of Western Asset Management Company, provider of 
investment management services to the Fresno County Employees’ Retirement 
Association, I hereby acknowledge receipt on behalf of Western Asset Management 
Company and agree on behalf of Western Asset Management Company to conduct the 
investment management services in accordance with the terms of this addendum as 
well as the Investment Policy Statement as set by the Board of Trustees. 
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V. OPEN END REAL ESTATE MANAGER GUIDELINES 
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A. INVESCO REALTY, INC. 

Invesco Core Real Estate Fund – U.S.A., L.P. 
 
(All guideline information for this allocation provided by FCERA’s investment consultant, Verus.) 
 

1. Investment Assignment 
 
Invesco Realty, Inc. will be given full discretion within the scope of the Fresno County 
Employees’ Retirement Association’s Investment Policy Statement and this addendum. 
The Invesco Realty, Inc. will be responsible for reviewing these guidelines with the Board 
of Trustees at least annually to assure they remain prudent. Invesco Realty, Inc. shall 
discharge its management in a prudent manner, always keeping the best interest of the 
participants clearly in mind. 

 
2. Investment Objectives 

 
The investment objectives for Invesco Realty, Inc. will be for the asset value exclusive of 
contribution or withdrawals, to grow over the long run and earn, through a combination 
of investment income and capital appreciation, a rate of return (time-weighted total 
return) that exceed the benchmarks established for the long term (5 years) and exceed 
the 50th percentile in a representative peer universe. 
 
Long Term Performance Objectives: The portfolio is to exceed the performance of the 
NCREIF-ODCE Index and exceed the 50th percentile in a representative peer universe. 

 
3. Investment Guidelines 

 
It is the intention of the Board of Trustees to allow the investment manager full 
investment discretion within the scope of these mutually agreed upon investment 
guidelines.  The investment manager must adhere to the following investment 
guidelines unless explicitly authorized in writing by the Board of Trustees to do 
otherwise. 

 
Allowable Securities: The portfolio shall be solely comprised of shares of the Invesco 
Core Real Estate Fund – U.S.A., L.P. (the “Fund”).  Investments made by Invesco Realty, 
Inc. must be consistent with the Fund Declaration. 
 

4. Commingled Vehicle Election 
 

The Association’s investment in the Invesco Core Real Estate Fund – U.S.A., L.P. is made 
through a commingled vehicle.  Therefore, the Association’s investment guidelines do 
not govern the investment process of the fund.  
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VI. HEDGE FUND MANAGER GUIDELINES 
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A. GROSVENOR INSTITUTIONAL PARTNERS, L.P. 

Hedge Fund of Funds 
 
(All guideline information for this allocation provided by FCERA’s investment consultant, Verus.) 
 

1. Investment Assignment 
 
Grosvenor Capital Management, L.P. (“Grosvenor”) will be given full discretion within 
the scope of these mutually agreed upon investment guidelines. Grosvenor shall 
discharge its management in a prudent manner, always keeping the best interest of the 
participants clearly in mind. 
 

2. Investment Objectives 
 
The investment objectives for Grosvenor will be for the asset value exclusive of 
contributions or withdrawals, to grow over the long run and earn, through a 
combination of investment income and capital appreciation, a rate of return (time-
weighted total return) in excess of the benchmarks established for the long term (5 
years). 

 
Long Term Performance Objectives: The Total Portfolio is to exceed the return of the 
HFRI FoF Composite Index. 

 
3. Investment Guidelines 

 
It is the intention of the Board of Trustees to allow the investment manager full 
investment discretion within the scope of these mutually agreed upon investment 
guidelines. The investment manager must adhere to the following investment guidelines 
unless explicitly authorized in writing by the Board of Trustees to do otherwise. 
 
Allowable Securities:  The limited partnership agreement of Grosvenor Institutional 
Partners, L.P. shall govern the investment of the Grosvenor Institutional Partners, L.P. 
Fund. The allowable securities shall be solely comprised of those investments made by 
the limited partnership. 
 
Investments made by Grosvenor Institutional Partners, L.P. Fund must be consistent 
with the Agreement regardless of whether such Agreement is consistent with the 
Investment Policy Statement.  
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VII. COMMODITIES MANAGER GUIDELINES 
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A. INVESCO TRUST COMPANY 

Invesco Balanced-Risk Commodity Trust – U.S.A., L.P. 
 
(All guideline information for this allocation provided by FCERA’s investment consultant, Verus.) 
 

1. Investment Assignment 
 
Invesco Trust Company will be given full discretion within the scope of the Fresno 
County Employees’ Retirement Association’s Investment Policy Statement and this 
addendum. The Invesco Trust Company will be responsible for reviewing these 
guidelines with the Board of Trustees at least annually to assure they remain prudent. 
Invesco Trust Company shall discharge its management in a prudent manner, always 
keeping the best interest of the participants clearly in mind. 

 
2. Investment Objectives 

 
The investment objectives for Invesco Trust Company will be for the asset value 
exclusive of contribution or withdrawals, to grow over the long run and earn, through a 
combination of investment income and capital appreciation, a rate of return (time-
weighted total return) that exceed the benchmarks established for the long term (5 
years) and exceed the 50th percentile in a representative peer universe. 
 
Long Term Performance Objectives: The portfolio is to exceed the performance of the 
Bloomberg Commodity Index and exceed the 50th percentile in a representative peer 
universe. 

 
3. Investment Guidelines 

 
It is the intention of the Board of Trustees to allow the investment manager full investment 
discretion within the scope of these mutually agreed upon investment guidelines.  The 
investment manager must adhere to the following investment guidelines unless explicitly 
authorized in writing by the Board of Trustees to do otherwise. 

 
Allowable Securities: The portfolio shall be solely comprised of shares of the Invesco 
Balanced-Risk Commodity Trust – U.S.A., L.P.  Investments made by Invesco Realty, Inc. 
must be consistent with the Fund Declaration. 
 

4. Commingled Vehicle Election 
 

The Association’s investment in the Invesco Core Real Estate Fund – U.S.A., L.P. is made 
through a commingled vehicle.  Therefore, the Association’s investment guidelines do 
not govern the investment process of the fund.  
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VIII. CLOSED END PRIVATE MANAGER INFORMATION 
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CLOSED END, PRIVATE MANAGER INFORMATION 
 
(All guideline information for this allocation provided by FCERA’s investment consultant, Verus.) 
 
The following investment managers are regulated by contracts and side-letters negotiated by 
FCERA’s legal counsel and approved by the Board of Trustees.  The list includes all closed end, 
private managers dealing in real estate, private equity, private credit and infrastructure.  Each 
strategy attempts to provide superior risk-adjusted returns by generally adhering to the 
following fund strategies: 
 
A. Real Estate 

1. TA Associates Realty IX 

The $1.8B value added, closed-end commingled fund was created to invest in a portfolio 
of well-located office, industrial, retail and multifamily properties diversified across 
multiple primary markets throughout the United States. 

 
B. Private Equity 

1. Landmark Equity Partners XIV 

The fund is a $2.0B fund-of-funds formed to acquire private equity partnerships 
interests and direct investments primarily through secondary market transactions.  The 
fund is diversified across more than 3,000 underlying company investments with varying 
vintage years, geographical locations and industry categories.  
  

2. New Mountain Partners III 

The $5.1B fund specializes in upper middle market buyouts within in the United States.  
The fund has an emphasis on fostering growth and business building, rather than high 
risk or high leverage strategies.   
 

3. Hamilton Lane VI 

HLPEV VI is a private equity fund-of-funds that was formed to provide investors with 
exposure to a well-diversified PE portfolio.  The overall portfolio’s largest investment 
strategy is mid-sized buyout followed closely by co-investment.   
 

4. Warburg Pincus Equity Fund X 

WP PE X is $15.1B Fund that specializes in venture, growth equity, buyouts, and 
recapitalization transactions.  The investments are globally diversified across many 
sectors, but the fund has a focus on energy, technology, telecommunications, consumer 
and industrial transactions.   
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5. Blackstone Equity IV 

Blackstone Capital IV is a $7.8B fund that focuses on leveraged buyouts, middle market 
investments, take-privates and rescue finance transactions.  The fund is globally 
diversified across various underlying investments and sector categories.  
 

6. Warburg Pincus Equity Fund VIII 

WBPE VIII is a $5.3B Fund that specializes in venture, growth equity, buyouts, and 
recapitalization transactions.  The investments are globally diversified across many 
sectors, but the fund has a focus on energy, technology, telecommunications, consumer 
and industrial transactions.   
 

7. Landmark Equity X 

The fund is a $2.0B fund-of-funds formed to acquire private equity partnerships 
interests and direct investments primarily through secondary market transactions.  The 
fund is diversified across more than 1,000 underlying company investments with varying 
vintage years, geographical locations and industry categories.  
 

8. New Mountain Partners 

The $770M fund specializes in upper middle market buyouts within in the United States.  
The fund has an emphasis on fostering growth and business building, rather than high 
risk or high leverage strategies.   
 

9. Warburg Pincus Equity Partners 

The Fund that specializes in venture, growth equity, buyouts, and recapitalization 
transactions.  The fund had investments that were globally diversified across many 
sectors, however is currently in a liquidation trust vehicle.  
 

C. Private Credit 

1. GSO European Debt Fund 

The $2B Fund was established to take advantage of a secular shift in the European 
corporate lending environment.  GSO will seek to fill this void in the direct lending space 
caused by the decreasing amount of bank loans to non-financial corporations due to 
new regulations.  
 

2. CarVal Credit Value Fund III 

The $2B Fund was established to focus on stressed/distressed middle market 
transactions primarily in the US with less than 40% of transactions happening in Europe 
and emerging markets.  The portfolio will focus primarily of loans, corporate securities, 
structured credit and shipping. 

59 | P a g e  



FCERA 
Investment Policy Statement (IPS) 

 
3. Colony Distressed Credit III 

The $1B Fund was established to focus on loan acquisitions, high yield originations and 
rescue capital & recapitalizations with a focus on transactions within the United States 
and Western Europe.  Due to the changing regulatory environment in Europe, this fund 
has a higher emphasis on Western Europe than past Colony Funds. 
 

4. Oaktree Opportunities IX 

The $5B distressed debt fund seeks to provide relatively high income for its investors 
while avoiding capital losses though an emphasis on senior and secured debt.  The low-
turnover fund focuses on public bonds or bank debt, large to mid-cap companies in 
broad range of industries.  The Fund is broadly diversified across the U.S. and Western 
Europe. 

 
5. KKR Mezzanine Partners 

The $1B distressed debt Fund was established to focus on financing third-party 
transactions, attempting to take advantage of a climate in which financial turmoil and 
new regulations has restricted bank lending.  The Fund is globally diversified, but is 
focused primarily on the United States and Europe.  
 

6. Angelo Gordon VII 

The $1B distressed debt Fund was established to deliver relatively high income to its 
investors while avoiding capital losses by focusing on the top of the capital structure and 
utilizing no leverage.  The portfolio management team also attempts to add value by 
staying active throughout the restructuring/bankruptcy process and diversifying their 
portfolio across the globe.  
 

7. Colony Distressed Credit 

The $1.5B Fund was established to invest in a diversified portfolio primarily consisting of 
performing, sub-performing and non-performing loans and other distressed real estate 
opportunities.  They employ a bottom-up contrarian approach to many opportunities 
paying special attention to intrinsic value and mispricings in the marketplace.  
 

8. Lone Star Fund IV 

The $4.2B Fund was formed to create a diversified portfolio of secured and unsecured 
non-performing loans, real estate and financially oriented and real estate-rich operating 
companies.  The Fund was focused South East Asia but also held assets in the United 
States and Europe. 
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9. TCW Shop IV 

TCW Shop IV was a mezzanine focused real estate fund; the Fund is in liquidation.  
 

10. TCW Shop III 

TCW Shop III was a mezzanine focused real estate fund; the Fund is in liquidation.  
 

 
D. Infrastructure 

1. IFM Infrastructure Fund 

The $8B Fund was established to invest in core infrastructure assets predominantly in 
Australia, Europe and North America.  The fund is broadly diversified across various 
assets such as airports, waterways, telecom and hot water supply related transactions.  
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