
 
Note 1 – This item will be delivered on or before December 18, 2018 
 

TUCSON SUPPLEMENTAL RETIREMENT SYSTEM 
BOARD OF TRUSTEES 

Notice of Regular Meeting / Agenda 
 

DATE:  Thursday, December 20, 2018  
TIME:  8:30 a.m.       
PLACE: Human Resource Conference Room, 3rd floor East 

      City Hall, 255 West Alameda 
    Tucson, Arizona 85701 

 
A. Consent Agenda  

1. Retirement Ratifications for December 2018 
2. November 2018 TSRS Budget Vs. Actual Expenses 
3. October 2018 Board Meeting Minutes 
4. November 2018 Board Meeting Minutes  
5. TSRS November Investment Measurement Service Monthly Review Note 1 

 

B. Call to Audience 
 
C. Administrative Discussions 

1. TSRS Rules and Regulations 
2. Approval of Asset/Liability Study  

 
D. Articles & Readings for Board Member Education / Discussion 

1. Institutional Investors Bracing for Continued Market Volatility in 2019 
2. Market Volatility Didn’t Bring Down DB Plan Funded Status in November 
3. Public Sector Pensions Assume Record-High Investment Returns 
 

E. Future Agenda Items    
1. TSRS Rules and Regulations 
2. Consideration for TSRS to Hire External Legal Counsel 

 
F. Adjournment  
  
Please Note: Legal Action may be taken on any agenda item       
 
*Pursuant to A.R.S. 38-431.03(A)(3) and (4): the board may hold an executive session for the purposes of 
obtaining legal advice from an attorney or attorneys for the Board or to consider its position and instruct its 
attorney(s) in pending or contemplated litigation. The board may also hold an executive session pursuant to 
A.R.S. 38-431.03(A)(1) for the discussion or consideration of matters specific to an identified public officer, 
appointee, or employee or pursuant to A.R.S. 38-431.03(A)(2) for purposes of discussion or consideration of 
records, information or testimony exempt by law from public inspection. 



Sharilee E Hensley Police Normal Retirement 11/24/2018 10/9/1966 52.13 30.1192 ** 168,107.11                        6,473.89                            10 Year Term 4,354.78                            

Maria D Felix Water Disability Retirement 11/29/2018 10/26/1970 48.09 17.2923 154,724.60                        36,808.80                          2,585.24                            J&S 50 957.57                                

Garry P Symes Parks & Recreation Deferred Retirement 12/3/2018 10/14/1956 62.14 16.0621 120,149.01                        36,652.34                          2,620.80                            Single Life 947.15                                

Whitney K Driver Police Normal Retirement 12/4/2018 11/15/1965 53.05 27.1040 ** 91,189.53                          3,235.00                            Single Life 1,972.84                            

Rachel M Marquez Police Normal Retirement 12/8/2018 9/25/1961 57.20 32.6381 ** 135,545.98                        3,557.07                            J&S 100 2,487.82                            

Gordon M Crissman General Services Normal Retirement 12/8/2018 4/25/1955 63.62 30.0085 ** 186,745.84                        4,930.16                            J&S 100 2,892.29                            

Source Material: GRS/Payroll 23,402.16                 13,612.45                 

** Present value not available as first payment was made based on an estimate Averages 56.04 25.54 137,436.81               109,174.93               3,900.36                   2,268.74                   

Service & Disability Retirements, End of Service Entrants for TSRS Board of Trustees Ratification 
11/10/18 - 12/09/18 - December 2018

 Name of Applicant  Department  Type  Effective Date  Date of Birth  Age  Credited Service  Present Value 

 Member's 

Accumulated 

Contributions 

 AFC  Option  Pension 
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TUCSON SUPPLEMENTAL RETIREMENT 
SYSTEM BOARD OF TRUSTEES 

Meeting Minutes  
 
DATE:  Friday, October 19, 2018  
TIME:  8:30 am 
PLACE:  Arizona Inn – (Safari Room)  

        2200 East Elm Street 
      Tucson, AZ 85704 

 
 

Members Present: Michael Coffey, Acting Chairman 
Ana Urquijo, HR Director   
Pete Saxton, Finance Director 
James Wysocki, Elected Retiree Representative  
Kevin Larson, City Manager Appointee 
Jorge Hernández, Elected Representative 

 
Staff Present Art Cuaron, Pension & Benefits Administrator 

Dawn Davis, Management Analyst 
 

Guests Present Catherine Langford, Yoder & Langford 
 John O’Hare, CTRA Representative 

Anita Hart, City of Tucson Employee  
Rebecca Lapora, City of Tucson Employee  
Leticia Carpio, City of Tucson Employee  
Paul Erlendson, Callan Associates 
Gordon Weightman, Callan Associates  
Jan Mende, Callan Associates 
Leslie Thompson, Gabriel, Roeder, and Smith  
Michael Albrecht, JP Morgan 
Shawn Parris, JP Morgan  
Tom Harvey, Aberdeen  
Teri Smith, Aberdeen 

 
Absent/Excused: Robert Fleming, Chairman 

 
Acting Chairman Coffey called the meeting to order at 8:35 am. 

 
1) Consent Agenda (00:00-01:09) 

a. Approval of September 27th, 2018 TSRS Board Meeting 
Minutes 

b. Retirement ratifications for October 2018 
c. September 2018 TSRS Budget Vs Actual Expenses 
d. TSRS Portfolio Composition, Transactions and Performance Review September 

2018 
 

A motion to approve the consent agenda was made by James Wysocki, 2nd by 
Kevin Larson, and passed by a vote of 6 to 0 (Chairman Fleming absent/excused). 

 
2) Capital Markets/Economic Update – Michael Albrecht – JPMorgan (01:10-

50:24) 
 
Michael Albrecht gave a brief overview on Capital Markets.  
 
Markets have been doing well since February. Interest rates have rising the recent 



AUDIO RECORDING ON FILE WITH THE CITY CLERK’S OFFICE 
 

market correction seems to be a normal correction and he there doesn’t seem to be 
many indicators of a recession on the horizon. Inflation is near target. Growth is still 
above trend despite ominous headlines. The pace of growth is moderating over 2018, 
but remains above trend on most areas. The output gaps limit the further upside but a 
rebound in productivity may extend the cycle.  The U.S. data flow has remained 
vigorous with income growth alongside elevated confidence supporting above trend. But 
the growth outside the U.S. has slowed in particular from last year. 
 
The U.S. is late cycle.  In base case, he expects cycle to continue, perhaps for a couple 
years before fears of a recession begin to creep back in to the minds of investors.  
 
Callan asked for a clarification on the inflation data that was presented.  The Board and 
Michael engaged in a conversation regarding inflation and what his outlook is for 
inflation and how the Fed may act to counter or spur inflation. 

 
3) Aberdeen Portfolio Update – Teri Smith (53:10-01:44) 

a.   Review of EAFE Plus Fund Portfolio 
 

Teri Smith stated that their merger with Standard Life did not affect the team 
responsible for the TSRS portfolio. If a withdrawal is more than 5% of the fund assets 
the client is charged 15 basis points so that the other clients in the fund are not 
bearing the transaction costs.  
 
Tom Harvey went over the fund’s overall performance. Aberdeen has struggled with 
stock selection as quality has not been rewarded this year. Their 5 year performance 
has been disappointing due to a combination of factors: the negative returns of 2015, 
currency fluctuations in emerging markets, and being overweight in Latin America. 
Their process will remain the same in that they will continue to purchase quality stocks 
and hold them long term, though the team is willing to embrace the idea that when a 
stock has been difficult they will have to reevaluate. There is the possibility of 
improving their process by decreasing the amount of time it takes to research and 
make the final decision to buy or sell. Mr. Harvey then reviewed the positioning of the 
fund.  
 
The Board engaged in dialogue with Ms. Smith and Mr. Harvey regarding the fund’s 
performance over the tenure in which they have been hired to manage for TSRS.  
Board Member Larson requested that the Pension Administrator follow up with 
Aberdeen on some fund statistics during the last 3 years, specifically the number of 
clients and assets in the fund. 
 
Callan provided commentary and asked Mr. Harvey to confirm that Aberdeen has not 
been rewarded for the quality of stocks contained in the portfolio.  Mr. Harvey 
confirmed this is the case.  He stated quality has not been rewarded but that 
Aberdeen would not deviate from this strategy. 
 
Kevin Larson asked why TSRS should stay the course with Aberdeen.  Mr. Harvey 
responded that Aberdeen’s diversification will pay off in the long term as quality comes 
back into favor.  
 
 

4) Actuary Valuation Report for June 30, 2018 – Gabriel Roeder Smith & Assoc., - 
Leslie Thompson and Dana Woolfrey (01:44-03:04)  
 

a. June 30, 2018 TSRS DRAFT valuation report and discussion 
b. Recommended Contribution Rates for 2020 Plan Year Beginning July 1, 2019, 

Ending June 30, 2020 
c. Review of TSRS Funding Projections 
d. Acceptance of 06/30/18 Draft Valuation Report, Adoption of FY 2020 Contribution 
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Rates 
e. Actuarial Experience Study  

Valuation Report results have improved over the last year. The Funded ratio moved up 
from 74.1% to 76.2%. Asset gains from returns have exceeded the assumed rate, and 
the annual costs continue to decrease. Salary increases were more than expected. When 
pay increases are higher than assumed, then the benefits that are based on pay are 
higher than assumed liability. The unfunded accrued liability decreased from $268M to 
$250M, which is a great result.  The City Actuarial Contribution rate decreased from 
23.48% to 21.99%. With that dollar for dollar goes to go pay off the unfunded. The normal 
cost last year was 11.2% and now it’s 10.97% is what the plan is accruing during the 
year. The improved funded ratio is directly tied to the strong funding policy with no 
recommended change in the rates for FY 2020. 
 
With respect to the experience study, currently the economic inflation is at 3%.  The 
future assumptions look to have a decreased inflation number. GRS looked at Social 
Security Administration’s inflation assumption and it is estimated at 2.6%. GRS also 
surveyed investments consultants and their short term (7-10 year) estimate is at 2.20%, 
along with smaller investment consultants with (20-30 year) is 2.42% with Philadelphia 
Federal reserve estimates at 2.30%. GRS is recommending inflation rate be reduced 
from 3.0% to 2.50%.  The current assumed rate of return assumption is 7.25%. By 
lowering inflation it will also lower this assumed rate of return.  GRS is recommending 
lowering the rate to 6.75%.  The next assumption is salary Increase. Last year we had 
pay increases that exceeded the assumptions. Recommend continued use of base of 
3.0%.  
  
TSRS does not have enough mortality experience to have custom morality assumption, 
so the use of the RP-2014 mortality table is recommended. Decreasing the plan discount 
rate from 7.25% is also recommended. The actuarial assumptions can be changed 
without having to change the Funding Policy as long as the discount rate does not go 
lower than 6.75%. Decreasing the discount rate could result in an additional liability in the 
City’s books because of the way it must be accounted for under GASB. 
 
Callan advised that the Plan’s time horizon is an important factor to consider when 
deciding whether to change the discount rate. It would be difficult to earn a 7.25% return 
over 10 years, but over 30 years it may not be difficult at all. 
 
The Board directed the actuary to return with projections using a 7% discount rate 
and 3% wage growth, 7% discount rate and 2.75% wage growth, 6.75% discount rate 
and 2.75% wage growth, and 6.75% discount rate and 2.5% wage growth. 
 
A motion was made by Kevin Larson, 2nd by Pete Saxton to approve the Draft 
Valuation Report, and passed unanimously (Chairman Fleming absent/excused). 
 
A motion to adopt the recommended contribution rates for fiscal year 2020 was 
made by Kevin Larson, 2nd by Ana Urquijo, and passed by a vote of 6 to 0 
(Chairman Fleming absent/excused). 

 
The meeting adjourned for lunch at 11:50 am 

 
Acting Chairman Coffey called the meeting to order at 1:11 pm 

 
5) Education Session - Callan Associates (00:00-00:56) 

a. Infrastructure Investments 
 

Jan Mende from Callan provided an overview of infrastructure investments to the 
Board within the context that the Board, in the near future, will need to determine if 
they wish to continue investing in real estate as their current investments wind down. 
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Infrastructure can be broken down into economic infrastructure and social 
infrastructure. Social infrastructure includes public private partnerships where a 
private organization will have a long term contract with a municipality to operate a 
government facility like a school. Public private partnerships are more popular outside 
of the US because an efficient process has not been developed to use across all 50 
states. According to the McKinsey study an increase in infrastructure spending would 
have a positive impact on GDP and productivity. Infrastructure investments can be 
broken down into listed and unlisted. Listed infrastructure means public markets that 
have the same volatility as equity markets. Unlisted infrastructure uses private equity 
investments via comingled funds, or direct investments into individual projects. 
Unlisted infrastructure investments have long hold periods and are less liquid. 
Currently TSRS is invested in 2 closed end infrastructure investment vehicles coming 
up on the end of their terms. Those 2 investments, compared to others from the same 
vintage year, have done well. Pacing closed ended infrastructure investments is 
important so that the money doesn’t leave the fund all at once, and the returns are 
staggered. There are more options for infrastructure investments than there were in 
2008, including some open ended funds. Closed end infrastructure investments mean 
purchasing an asset, fix it up, and sell it having to redeploy the capital back into the 
market. With open ended investments stabilized assets are purchased to deliver 
income on a regular basis. In closed end investments it could take 3 to 5 years for the 
money to be called, and then 3 to 5 years for the asset to be stabilized before money 
is returned to the Plan. The fees are lower for open ended investments but the return 
targets are lower also.  
 
Callan recommended waiting to consider whether to reinvest in infrastructure until 
after the experience study has been completed.  

 
6) Education Session – Callan LLC – Paul Erlendson and Gordon Weightman 

(00:57-01:51) 
a. Fiduciary Training 

a. Investment Policy Statement 
b. Investment Sub-committee 

 
Callan recommends a 5 step fiduciary process: analyze the Fund’s current position, 
design the optimal portfolio, formalize an investment policy, implement the policy, and 
monitor performance and make adjustments to the program as required. A fiduciary is 
anyone who has discretionary authority or control over plan assets and/ or the 
administration of the employee benefit plan. Fiduciaries are expected to run the plan 
solely in the interest of participants and beneficiaries; diversify plan assets to minimize 
likelihood of large losses; control expenses; avoid conflicts of interest; and follow Plan 
documents. Governance models define principles, procedures, and responsibilities. 
The Board influences alpha through the governance process by hiring and firing 
investment managers. There are no best practices for governance, as long as the 
decision making process holds up upon review, liability is low.  

 
Art Cuaron asked the Board if they would like to begin reviewing the Investment Policy 
Statement annually as recommended at the Callan College fiduciary training. 
 
Catherine Langford advised that it was not necessary to revise the Investment Policy 
Statement every year, given the Board’s long term investment policy, but it would be 
good for the Board to review it annually, like fiduciary training, in order to become more 
familiar with it. 
 
The Board requested a review of the Plan Investment Policy Statement at the next 
meeting attended by Callan or Catherine Langford. 
 
Callan advised that the situations in which an investment sub-committee was beneficial 
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were those where the governing board met infrequently, the sub-committee would meet 
more frequently in order to become better informed about investment options and make 
recommendations to the board.  
 
The Board reached a consensus that creating an investment sub-committee was not 
necessary at this time.  

 
7) Administrative Discussions (01:51-01:52) 

a. Internal Audit Update 
 

TSRS staff continues to work with ERP staff to establish the segregation of duties 
recommended by Internal Audit. The changes recommended to the standing direction letter 
for BNY Mellon will not begin until the Pension Manager is hired. 

 
8) TSRS Board Rules and Governance – Yoder and Langford - Catherine 

Langford (02:02-03:30) 
a. Board Rules and Regulation Revisions 
b. Board Governance – Addition of Elected Retiree Board Member 

 
The Board Rules originated in 1982 and most of them have not been updated since. 
The document should be updated to contain Board level items only. It is on file in the 
City Clerk’s Office, so it is important to either keep them updated or rescind them. The 
material provided to the Board includes draft revisions to bring the rules up to date 
with current policies, procedures, and City Code provisions. The draft also combines 
funding policy and governance policy with the Board Rules so that only one document 
needs to be updated in the future.  
 
The Board directed Ms. Langford to remove rule 6.5 from the document and requested 
an agenda item to discuss amending the City Code and/or Charter to allow them to 
hire external legal counsel. 
 
The Board requested that the minutes state that rule 7.7 gives the Chairman the ability 
to ratify retirements in a month when a meeting is cancelled. Ms. Langford advised 
that it should be an item on the consent agenda of a future meeting. 
 
The Board directed Ms. Langford to update rule 17.4 to include that any new, relevant 
information regarding a member’s potential Disability be evaluated by the City 
Physician.  
 
Ms. Langford recommended the investment policy and the post retirement benefit 
increase (PRBI) policy also be incorporated into the Board Rules for ease of updating 
the documents. The PRBI predates the latest City Code revisions and the funding 
policy, but it can be updated and added to the Board Rules. The PRBI document 
states that when TSRS investment returns exceed expectations on average over 4 
years, a portion of those excess returns can be placed in a reserve account to fund 
retiree benefit increases; however the benefit increase cannot occur unless the Plan’s 
funded ratio exceeds the target, which today would be 91%. It is a complex document 
that does not line up with current Code provisions or the funding policy.  
 
The Board requested a future agenda item to review and discuss the PRBI document.  
 
Mr. Cuaron advised in May the Board was presented with proposed Code revisions 
which included eliminated term limits for the elected Board members. The item failed 
by a Board vote of 3 to 2.  
 
Mr. Wysocki suggested bringing the item back for discussion given the difficulty staff 
has had in recruiting candidates for past elections. Removal of term limits will also 
bring the experience level of the elected members to a level equal with that of the 
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permanent members over time.  
 
The Board requested a future agenda item to discuss the removal of term limits for 
elected Board members.  
 
Mr. Wysocki stated that the addition of an elected retiree Board member would 
improve the debate process at meetings between the different interest groups 
represented. The ratio of retirees to active employees is also shifting so adding 
another elected retiree Board member would make the Board composition 
representative of the composition of plan participants.  
 
Ms. Urquijo reminded the Board that the fiduciary duty of impartiality ensures that all 
the interested parties are represented equally.  
 
Acting Chairman Coffey asked Mr. Wysocki to submit a written argument to be 
reviewed as a future agenda item.  
 
Ms. Langford advised that they Board has 4 City representatives and 3 elected 
member representatives but this is normal because the City provides the bulk of the 
plan funding and accepts all legal obligations associated with the Plan. The 
demographic population of the System should not dictate Board membership because 
the Board is representing all of the Plan members.  

 
9) Articles for Board Member Education / Discussion 

a. Real Assets’ Role in Public Pension Portfolios 
b. Everything That Goes Wrong When Stocks and Bonds Fall Together 

 
10) Call to Audience (03:30-03:31) 

 
John O’Hare requested a future agenda item to consider moving Call to the Audience to 
the beginning of the meetings. 

 
11) Future Agenda Items (03:31-03:32) 

 
 Review of the Post Retirement Benefit Increase (PRBI) document and Board Rules 
 Review of the Investment Policy Statement 
 Moving Call to the Audience to the top of the Agenda 
 Discussion of the removal of term limits for elected Board members 
 Discussion of the addition of another elected retiree Board member 
 Rules regarding telephonic meeting attendance for voting Board members 
 Discussion of amending the City Code and/or Chart to allow TSRS to hire external 

legal counsel 
 
12) Adjournment 

 
Meeting adjourned at 4:44 pm. 
 
 
 
 
__________________________      _______               ________________        _______   
Robert Fleming                 Date           Art Cuaron       Date 
Chairman of the Board                                        Pension & Benefits Administrator
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TUCSON SUPPLEMENTAL RETIREMENT SYSTEM 
BOARD OF TRUSTEES 

Meeting Minutes  
DATE: Thursday November 29, 2018 
TIME: 8:30 a.m. 
PLACE: Finance Department Conference Room 
 City Hall, 5th Floor West  

255 West Alameda 
Tucson, Arizona 85701 

 
Members Present: Robert Fleming, Chairman 

Joyce Garland, Finance Director 
Kevin Larson, City Manager Appointee 
Jorge Hernández, Elected Representative 
Ana Urquijo, HR Director 

 
Staff Present Art Cuaron, Pension & Benefits Administrator 

Tina Gamez, Administrative Assistant 
Bob Szelewski, Lead Pension Analyst 

 
Guests Present Catherine Langford, Yoder & Langford – TSRS Legal Counsel (via 

telephone) 
Paul Erlendson, Callan Associates 
Dave Deibel, Deputy City Attorney 
John O’Hare, CTRA Representative 
Maria Felix, Disability Applicant 
Mark Rubin, Constituent 

 
Absent/Excused: James Wysocki, Elected Retiree Representative 

Michael Coffey, Elected Representative 
 
Chairman Fleming called the meeting to order at 8:32am 

 
A. Consent Agenda (00:00-01:44) 

1. Retirement Ratifications for November 2018 
2. October 2018 TSRS Budget Vs. Actual Expenses 
3. October 2018 Board Meeting Minutes Note 1

 

4. TSRS October Investment Measurement Service Monthly Review 
 
Chairman Fleming moved to approve the consent agenda minus the minutes passes 
unanimously (James Wysocki & Michael Coffey absent/excused). 

 
Chairman Fleming added that the minutes be considered as a separate item with the 
signature block added to the next meeting. 
 
B. Call to the Audience (01:45-02:42) 
The Chairman informed the Board of his intent to vacate his position as Chairman and 
introduced Mark Rubin as a possible replacement. 

C. Disability Application* (02:44-04:16) 
1. Maria Felix 

A motion to enter executive session was made by Jorge Hernandez, 2nd by Joyce 
Garland, and passed by a vote of 5-0 (James Wysocki & Michael Coffey absent/excused). 

A motion to return to regular session was made by Ana Urquijo, 2nd by Kevin Larson 
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passes unanimously (James Wysocki & Michael Coffey absent/excused). 

A motion was made by Kevin Larson to approve Ms. Felix Disability Application, 2nd by 
Ana Urquijo.  The Disability Application of Ms. Felix was approved unanimously 
(James Wysocki & Michael Coffey absent/excused). 

 
D. Investment Activity Report (04:16 – 54:11) 

1. TSRS Quarterly Performance Review for 09/30/18 – Callan LLC (04:16 – 41:45) 

Paul Erlendson presented the TSRS quarterly performance review as of September 30, 2018.  
Paul provided overview of the TSRS asset allocation and compared the plan to that of other 
public fund plans.  Paul discussed the plan’s cash flow projects in relation to the forthcoming 
asset allocation study.  He indicated that asset allocation would be one of the biggest issues 
the Board will face in 2019; that is ensuring the mix of asset classes combined with liquidity 
needs is still appropriate moving forward. 

Paul indicated that through 09/30/18 the plan saw a 1.31% total relative return which means 
TSRS has generated excess returns net of fees.  The plans’ active managers are doing well 
and the plan, through September 30, has great numbers related to other public plans. 

 
2. Aberdeen Follow Up  (41:45 – 46:40) 

 
Art Cuaron distributed information to the Board following data provided by Aberdeen that had 
been requested by Trustee Larson at the October retreat.  Art recommended the Board stay 
the course with Aberdeen until the asset/liability study was complete in the spring of 2019.  
The Board did not take any follow up action on Aberdeen. 
 

3. Investment Policy Statement Review and Affirmation (46:40 – 54:11) 
 
Art Cuaron provided the investment policy statement to the Board for review and affirmation and 
explained that the Board should annually review as part of their fiduciary responsibility and 
Trustee due diligence.  The Board agreed to bring this back as a future agenda item once legal 
counsel had an opportunity to review with the Plan Administrator. 

 
E. Administrative Discussions (54:19 – 1:05:06) 

1. Approval of 2019 TSRS Board Meeting Calendar (54:19 – 57:17) 

A motion was made by Kevin Larson, 2nd by Ana Urquijo to approve the 2019 TSRS Board 
Meeting Calendar, passes unanimously (James Wysocki & Michael Coffey 
absent/excused) 

 
2. Pension Manager Recruitment  (57:17 – 58:18) 

 
Art Cuaron informed the Board that Pete Saxton has been hired as the Pension Manager and 
was selected through a formal recruitment process following all required Civil Service Rules. 

 
3. Board Member Term Limits (58:18 – 58:49) 
4. Addition of Elected Retiree Board Member (58:18 – 58:49) 

 
Agenda items 3 and 4 were moved to the January 2019 Board meeting to ensure the full Board is 
able to participate in the discussion. 

 
5. Telephonic Meeting Attendance (58:49 – 1:00) 

 
Art Cuaron provided the Board documentation which prohibits TSRS Board members from 
attending the meetings telephonically.  He indicated this was a Mayor and Council policy and 
only afforded to members of the Mayor and Council and the Commission on Disability Issues. 
 

6. Experience Study Data (1:00 – 1:02:33) 
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Art Cuaron provided the Board with additional experience study data requested by Kevin Larson 
at the October retreat. 
 

7. Review of the Post Retirement Benefit Increase (PRBI) Policy (1:02:33 – 1:05:06) 

Art Cuaron distributed the existing Post Retirement Benefit Increase Policy for the Board’s review 
and comment.  He indicated that this topic will be discussed at future TSRS Board meetings to 
allow all Trustees an opportunity to review and comment.   
 

F. Articles & Readings for Board Member Education / Discussion 
1. Public Pension Return Assumptions Fall to All-Time Low 
2. Fed’s Evans Sees Possibility of Up to 4 Interest Rate Hikes in 2019 
3. Is Your Risk Really Covered? Maybe Not  

G. Future Agenda Items 
1. TSRS Rules and Regulations 
2. Consideration for TSRS to Hire External Legal Counsel 

 
 

H. Adjournment 
Adjourned 9:44 AM 
 
 

 

 
 
 
 
__________________________      _______                    ________________        _______   
Robert Fleming                Date                Art Cuaron    Date 
Chairman of the Board                                     Pension & Benefits Administrator 
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1.0 LEGAL REQUIREMENTS 
 

1.1 These Board Rules and Policies are adopted pursuant to Article III of 
Chapter 22 of the Tucson Code. 

 
1.2 The System is operated in accordance with the Internal Revenue Code 

provisions applicable to tax-qualified governmental retirement plans, the 
Arizona Constitution, applicable provisions of the Arizona Revised 
Statutes and the Tucson Code. 

 
1.3 The Board shall make an annual report to the Mayor and Council to 

report on the status of the System and the Board’s activities, and to make 
recommendations regarding the System to the Mayor and Council.  The 
annual report shall be prepared and presented in accordance with any 
requests from the Mayor and Council, as well as the City’s guidelines for 
Boards, Committees and Commissions.   
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2.0 ORGANIZATION 
 

2.1 Pursuant to Sec. 22-44 (a) of the Tucson Code, the Board shall consist of 
seven members, as follows: 

 
(a)  A Chairman, to be appointed by the Mayor, subject to the approval 

of the Council; 
 
(b) The Director of Human Resources or their designee; 
 
(c) The Director of Finance or their designee; 
 
(d) Two contributing members, known as employee-representative 

trustees, nominated and elected by the contributing members of 
the System in accordance with Board Rule 5.0; 

 
(e) One retired member nominated and elected by the retired 

members of the System in accordance with Board Rule 6.0; 
 
(f) One member appointed by the City Manager. 
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3.0 QUALIFICATIONS, COMPENSATION AND TERM LIMITS 

3.1 The Chairman and the Board member appointed by the City Manager 
shall be appointed based on the individual’s business experience with 
emphasis on a discipline such as law, retirement administration, 
accounting or investments.  
 

3.2 The members of the Board shall serve without compensation but shall be 
reimbursed for expenses incurred by them in the performance of their 
duties.   
 

3.3 The Directors of Human Resources and Finance are standing Board 
members and are not subject to limitations on their terms as Board 
members.  The Chairman shall serve a term of four years.  All other 
Board members shall serve a term of three years.  Any employee-
representative trustee or retiree representative trustee who has been 
elected to two consecutive terms shall not be eligible to succeed 
themselves.   

 
 
 [Does the Board want to specify term ending dates for the Mayor and City Manager 
appointees or any procedures for those appointments?] 
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4.0 EMPLOYEE REPRESENTATIVE TRUSTEES 
 

4.1 Inasmuch as Section 22-44(b)(4) of the Tucson Code, as amended, reads 
in part as follows: 

 
“Two contributing members, known as employee representative 
trustees, nominated and elected by the contributing members of the 
System in the manner as the Board shall prescribe by regulation,” 

 
the Board adopts the following rules: 

 
4.2 Nominations 

 
(a) Not later than the regular November meeting, the Chairman of the 

Board of Trustees shall appoint a nominating committee consisting 
of three members: 

 
(a)(1) The incumbent employee representative trustee who is not 

scheduled for re-election in the forthcoming election shall 
chair the committee; and 

 
(a)(2) Two non-trustee contributing members of the System who 

have not served in any capacity on the nominating 
committee for the past five years. 

 
(b) The Nominating Committee shall, not later than the following 

December meeting of the Board of Trustees, choose and forward to 
the Board for its consideration, an appropriate number of nominees 
for the position of employee representative; no fewer than two 
names shall be forwarded who shall be contributing members of the 
System.  The nominating committee shall determine that the 
members nominated are agreeable to the placing of their names in 
nomination and will accept office if elected and perform to the best 
of his or her ability the duties required of the position. 

 
 
 
.
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4.3 Restrictions 
 

(a) Although the employee representative trustee may be 
nominated from departments already represented, the two 
employee representative trustees may not be from the same 
department. 

 
(b) Should, as a result of a city reorganization, the employee 

representative trustees represent the same department, the 
employee representative trustees shall be allowed to 
 serve to the completion of their respective terms.  The 
employee representative trustee’s term which expires first will 
not be eligible to have his or her name replaced in nomination. 

 
4.4 Elections 

 
(a) A ballot form, approved by the Board, listing the names of the 

nominees (along with biographical information submitted by the 
nominated candidates) and balloting instructions shall be 
prepared by the System Administrator and distributed to each 
contributing member of the System not later than January 31.  
An envelope shall be enclosed with each ballot for return to the 
System Administrator.  Ballots are to be returned no later than 
15 calendar days after distribution.  Ballots received after that 
date will not be counted. 

 
(b) As expeditiously as possible after the close of the election, the 

nominating committee, acting as the tellers committee, shall 
open and tabulate all valid ballots received and certify the 
results of the election to the Board of Trustees.  The nominee 
receiving the highest number of valid votes shall be declared 
the winner and seated as an employee representative trustee 
at the next regular meeting of the Board of Trustees. 

 
(c) In the event of a tie vote for the highest number of votes, such 

tie shall be resolved by the two nominees by the drawing of 
lots. 

.
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(d) All ballots returned to the Board shall be retained for thirty (30) 
days after the new Board member is sworn in.  Any ballots 
returned to the Board due to insufficient address shall be 
deemed invalid.  Upon expiration of the thirty (30) day period, all 
ballots shall be destroyed by the System Administrator. 

 
(e) Should a vacancy occur in the employee representative trustee 

positions, the Board of Trustees shall appoint a qualified 
contributing member of the System to complete the unexpired 
term of the trustee. 

 
(f)  In the event only one candidate applies for nomination and the 

Nominating Committee finds that the candidate is qualified, the 
Board may appoint that person to the Board without an election 
being held.  In the event no candidates apply for nomination, the 
position is considered vacant and the Board may appoint a 
member pursuant to Section 4.4(e ). 
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5.0 ELECTION OF RETIRED MEMBER 
 
As set forth in T.C.C. Section 22-44(b)(5), the Retiree Representative on the Tucson 
Supplemental Retirement System (TSRS) Board of Trustees shall be elected by 
retired members of the System and shall be a voting member of the Board.  The 
term of office shall be for three (3) years.  A Retiree Representative who has been 
elected for two consecutive terms shall not be eligible to succeed themselves. 
 
Any City of Tucson retiree who is a member of the Tucson Supplemental 
Retirement System is eligible to compete in the nominating/election process for 
the Retiree Representative position. 

 
5.1 The process for nominating and electing a Retiree Representative to the 

Tucson Supplemental Retirement System Board of Trustees shall be 
administered by the Executive Board of the City of Tucson Retirees 
Association (CTRA) in accordance with this TSRS Board Rule and 
Regulation.  
 

5.2 The Chairman of the CTRA Executive Board shall appoint a Nominating 
Committee of not fewer than three (3) retired members of TSRS no later 
than the CTRA Board’s October meeting.  Any retiree seeking 
nomination to the TSRS Board shall not serve on the Nominating 
Committee. 

 
5.3 It shall be the duty of the Nominating Committee to nominate at least 

one, but not more than three (3), nominees for the position of TSRS 
Board Retiree Representative.  The TSRS Administrator, on behalf of 
the Nominating Committee, shall mail a nomination application directly to 
all TSRS retired members. The deadline for TSRS retirees to submit 
nominations to the Nominating Committee shall be November 10th.  The 
Nominating Committee shall file recommended nominations with the 
CTRA Chairman by November 14th.  Before filing nominations, the 
Nominating Committee shall determine that the members nominated 
agree to have their names on the election ballot and will accept office if 
elected.  A certificate of “agreement to serve” signed by each person 
nominated shall accompany the Nominating Committee’s written 
recommendations. 

 
The Nominating Committee’s report will be presented to the CTRA Executive Board 
for official action no later than November 15th. 
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5.4  Election for the position of Retiree Representative on the TSRS Board of 

Trustees shall be conducted by mail ballot.  An Election Committee of 
not fewer than three (3) TSRS retirees shall be appointed by the 
Chairman of the CTRA Executive Board no later than the November 
board meeting.  A nominee seeking election to the Retiree 
Representative position shall not serve on the Election Committee. 

 
The Election Committee shall see that a TSRS Board Retiree 
Representative ballot, clearly identified as such, is printed with candidate 
names in alphabetical order.  “Incumbent” will be added to the candidate 
currently serving when running for a second term.  A brief statement of 
qualifications and biographical data for each candidate shall be provided 
with the ballot. 
 
As soon as possible, the Election Committee shall provide the ballot and 
candidate information to the TSRS Administrator for mailing to TSRS 
retirees.  The TSRS Administrator will prepare and send a direct mailing 
to all TSRS retirees containing the ballot, candidate statement materials 
and any other election information being included in the CTRA 
Newsletter. The Election Committee shall prepare a summary regarding 
the election, including nominee names, candidate information and ballot 
instructions and deadlines, to be published in the November CTRA 
Newsletter.   
 
No voter identification will be required on the ballot form.  However, 
identification shall be required to verify that the person voting is an 
eligible TSRS retiree and to verify that no eligible voter has voted more 
than one time.  The TSRS Administrator will prepare and include in the 
direct mailing a return envelope for the ballot which includes the name of 
the voting member in the upper left corner of the envelope.  Completed 
ballots must be returned to the Election Committee in an envelope 
stating the TSRS retiree’s name in the upper left corner to identify 
the voting TSRS retiree. 
 
Completed ballots must be mailed to the Election Committee at the 
post office box identified at the bottom of the ballot, in a sealed 
envelope.  The ballot envelope must be postmarked before the 
voting deadline.   
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It shall be the duty of the Election Committee to verify that the name of 
the voter appearing on the envelope is a TSRS member and has not 
voted more than once, and that there are no obvious signs of tampering 
with a ballot or return envelope.  The sealed envelopes shall be kept in a 
secure location pending tabulation of the ballots.  After the expiration of 
the voting deadline, voting shall be closed and the ballots shall be tallied 
by the Election Committee.  The Election Committee shall report election 
results to nominees, and the Chairman of the CTRA Executive Board no 
later than December 13th.   
 
Completed election ballots, and those declared “void”, shall be kept on 
file for thirty (30) days.  At the expiration of 30 days, ballots may be 
destroyed. 
 

5.5 The CTRA Executive Board shall notify the Chairman of the TSRS Board 
of Trustees no later than December 15th of the election results and the 
name of the retiree elected to serve as the TSRS Board Retiree 
Representative.  The elected Retiree Representative shall be notified in 
writing by the TSRS Administrator of the election results and informed 
that his/her term of office begins with the January meeting of the TSRS 
Board of Trustees. 

 
5.6 No member shall be entitled to vote by proxy. 

 
5.7 No member shall have more than one vote. 
 
5.8 A ballot shall be considered totally void and shall not be counted if the 

voting member votes for more than one candidate. 
 
5.9 A ballot shall be considered totally void and not counted if mailed 

envelope does not show identification of voter, is submitted by non-
TSRS retiree, or is postmarked after voting deadline. 

 
5.10 The candidate receiving the most votes shall be declared the Retiree 

Representative elected to serve a 3-year term on the TSRS Board of 
Trustees 

 
 
.
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5.11 The Chairman of the CTRA Executive Committee shall appoint two 
retirees to serve as election monitors.  They will monitor the activities of 
both the Nominating Committee and Election Committee to ensure 
compliance with approved process.  The election monitors will report 
findings and recommendations to the CTRA Executive Committee. 

 
5.12 Should an incumbent be unable to fulfill his term of office for any reason, 

the CTRA Executive Board shall appoint a replacement to fill the 
unexpired term.  At the expiration of the regular term, an election will be 
held to fill the vacancy.  
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6.0 OFFICERS 
 

6.1 Chairman 
 

(a)  The Chairman shall preside at all meetings and hearings.  In 
the event of absence or disability of the Chairman, the Vice-
Chairman shall preside.  In the absence of both, the members 
shall appoint a Chairman. 

 
(b) The Chairman may designate members of the Board to make 

personal inspections when necessary from time to time and, 
unless otherwise directed by a majority of the Board, shall 
appoint such committees as may be found necessary. 

 
(c) The Chairman shall report on all official transactions that have 

not otherwise come to the attention of the Board. 
 

(d) The Chairman shall, subject to these rules and further 
instructions from the Board, direct the official business of the 
Board, supervise the work of the Secretary, request necessary 
help, direct the work of staff and exercise general disciplinary 
power. 

 
6.2 Vice Chairman 
 

(a) The Vice-Chairman shall be the senior elected employee-
representative and shall perform the Chairman’s duties in 
his/her absence. 

 
6.3 Secretary 

 
(a) Sec. 22-46 of the Tucson Code specifies that the Director of 

Finance shall serve as Secretary to the Board.  However, the 
operation and administration of the System falls under the 
Department of Human Resources following the City’s most 
recent reorganization and the duties of the Secretary to the 
Board have been delegated to the System Administrator, as 
further detailed in Board Rule 16.0. 
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6.4 System Administrator 
 

(a) The System Administrator is charged with the administration of 
the system and the oversight of the City’s retirement office and 
personnel, as set forth in Section 22-48 of the Tucson Code. 

 
(b) The System Administrator, or designee, is charged with the 

responsibility of keeping all members of the system informed of 
their obligations, rights and retirement options. 

 
(c) The System Administrator, or designee, may advise and inform 

a member of the various ramifications of retirement options but 
will not advise the member as to the option to select.  While 
assistance may be rendered to a member in recording his 
designation, final responsibility for the legal effect thereof shall 
rest solely with the member. 
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7.0 BOARD MEETINGS 
 

1. The Board shall approve a schedule of regular meetings on an annual 
basis. 

 
(a) Regular meetings of the Board typically shall be held at 8:30 a.m. 

on the fourth Thursday of each month. 
 
(b) The Board’s annual retreat typically shall be held on a Friday in 

October, in place of the regular meeting for that month. 
 
(b) The System Administrator may modify the Board meeting 

schedule when necessary to accommodate legal holidays and 
scheduling conflicts, with the consent of the Board Chair. 

 
2. Board members, other than the Directors of Finance and Human 

Resources, must attend meetings in person to participate in discussions 
and cast votes and no proxies shall be permitted. 
 

3. The Director of Finance and the Director of Human Resources have the 
ability to send a designee to attend a Board meeting in person in place 
of the Director.  Designees shall be selected and participate in Board 
meetings only on an as needed basis and are not intended to be used as 
long term Board members. 

 
4. Special meetings for any purpose may be scheduled and held upon the 

request of the Chairman or the request of any three members of the 
Board. 

 
5. Notification of regular and special meetings shall be made pursuant to 

applicable State statutes. 
 
6. The Board may conduct business in executive session in accordance 

with A.R.S. Section 38-431.03 and all applicable agenda requirements. 
 
7. Any ratification action by the Board shall be taken only by members of 

the Board, not including designees. 
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8. Regular meetings of the Board shall include a call to the audience to 
permit limited public comment.  Members of the audience who wish to 
address the Board may speak when recognized by the Board Chair.  An 
audience member who is recognized by the Chair may speak to any 
matter within the purview of the Board, provided that the audience 
member identifies himself or herself to the Board, limits his or her 
comments to no more than 3 minutes and does not engage in disorderly 
or disruptive conduct.  The call to the audience shall be limited to no 
more than 15 minutes.  Any response by the Board to matters raised in 
the call to the audience shall be consistent with the requirements of 
A.R.S. Section 38-431.01(H). 

 
9. With the consent of the Chairman, the System Administrator may cancel 

a scheduled regular meeting of the Board if the Board does not have 
pressing business that must be addressed in a particular month. 
 
(a) In the event that the Board’s regular meeting is cancelled, the 

pending retirement applications shall be ratified by the Chairman 
of the Board with the consent of the Director of Human Resources 
or the Director of Finance.  The Chairman’s ratification of 
retirement applications and the consent of the Director of Human 
Resources or the Director of Finance shall be provided to the 
System Administrator in writing or electronically, and shall not be 
communicated verbally.     

 
 (b) Any other regularly scheduled Board business, such as the 

approval of meeting minutes, review of administrative reports and 
expenditures, etc., shall be held until the next regular meeting of 
the Board. 

 
(c) A report of any retirement application ratifications that are 

approved pursuant to the alternate procedure set forth in this Rule 
7.8 shall be presented to the Board at the next regular meeting of 
the Board and included in the minutes of such meeting. 
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8.0 MINUTES 
 

8.1 Minutes of all official meetings of the Board shall be kept and maintained 
as public records of the Board in accordance with the Arizona Revised 
Statutes. 

 
8.2 To promote operational efficiency of the Retirement Office and to control 

administrative costs, minutes of Board meetings may be maintained 
electronically, through the City Clerk’s website. 

 
8.3 Written minutes of Board meetings shall be maintained in a summary 

fashion, with specific notation of agenda items, Board actions and cross-
references to the audio recording of the full Board meeting.  Summary 
transcriptions of the minutes of Board meetings shall be similar in form to 
Legal Action Reports filed with the City Clerk. 

 
8.4 The Board may, in its discretion and if deemed appropriate for the 

efficient administration of the System, request that the minutes of a 
Board meeting, or a portion thereof, be transcribed in detail in lieu of a 
summary report.   

 
 

[In response to a question at the Board Retreat, the Legal Action Reports are 
supposed to be posted by the City Clerk within 3 working days of the meeting.  Draft 
minutes or audio recordings of the meetings also are supposed to be posted by the 
Clerk within 3 working days of the meeting.  Approved minutes are supposed to be 
posted by the Clerk within 2 working days of the approval.] 
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9.0 PREPARATION OF ANNUAL BUDGET 
 
  9.1 The System Administrator shall prepare and present to the Board an 

estimated budget addressing the costs of the System as required by 
Tucson Code Section 22-44(f).  The estimated budget for the System 
shall include the primary administrative expenses of the System, 
including, but not limited to, professional expenses, investment fees and 
expenses, staffing costs and professional development fees and 
expenses for Board members and the System Administrator.  The 
estimated budget shall be prepared in connection with the City’s annual 
budgeting process.  After due consideration, the Board shall adopt an 
operating budget for the administration and operation of the System for 
the ensuing fiscal year.  The approved operating budget shall be 
presented to Mayor and Council in connection with the Board’s annual 
report on the System. 

 
   
 
 
 
 
 
 
 
 



RULES AND POLICIES OF THE  
TUCSON SUPPLEMENTAL RETIREMENT SYSTEM 

BOARD OF TRUSTEES 
 

 
 

REVISED RULES AND POLICIES ADOPTED BY THE BOARD OF TRUSTEES 
DRAFT DECEMBER 20, 2018 

___________________________________________________________________ 
Board Rule          Page 
Number 10.0          1 of 1 
 
10.0  DISABILITY RETIREMENT APPLICATIONS 
 

10.1 The Board shall consider and make final determinations regarding all 
applications for Disability retirement filed by members with the System 
Administrator.   

 
10.2 Determinations regarding Disability retirement applications shall be 

made in accordance with Section 22-39 of the Tucson Code, including 
the eligibility and application requirements set forth therein. 

 
10.3 The member applying for Disability retirement shall submit to an 

independent medical examination by the Board’s physician, unless the 
member has been determined by the Social Security Administration to 
be totally and permanently disabled, in which case the independent 
medical examination shall be waived. 

  
10.4 The Board may consider a determination of total and permanent 

disability by the Social Security Administration to be sufficient evidence 
of a member’s Disability under Section 22-39 of the Tucson Code, but is 
not required to do so. 

 
10.5 If an application for Disability retirement is denied by the Board, the 

Board may reconsider its denial if the member provides the System 
Administrator with new, relevant information regarding the member’s 
potential Disability within twelve (12) months of the member’s date of 
termination from employment with the City.  The Board may, in its 
discretion, request another examination of the member by the Board’s 
physician or a review of the member’s updated Disability application by 
the Board’s physician in connection with a reconsideration of a prior 
denial.  

 
10.6 Except as set forth in Rule 10.5, the Board’s determination regarding a 

Disability retirement application shall be final and binding on all parties. 
 
10.7 Members who are approved for Disability retirement are subject to the 

disability verification procedures conducted by the System Administrator 
in accordance with Section 22-39(e) of the Tucson Code. 
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11.0 RESERVED POWERS AND DELEGATIONS OF AUTHORITY 
 

11.1 Powers Reserved for the Mayor and City Council  
 
(a) Design Terms and Conditions of TSRS 
(b) Amend, Modify and Terminate TSRS 
(c)  Set Member Contribution Rate 
(d)  Set Employer Contribution Rate 
(e) Appoint TSRS Board Chair 

 
  11.2 Powers Granted to TSRS Board  

 
(a) Administration, Management and Operation of TSRS 
(b)  Investment of TSRS assets 
(c) Establish and Maintain Investment Policy 
(d) Determine, Monitor and Adjust Actuarial Assumptions 
(e) Establish and Maintain Funding Policy 
(f) Certify Required Annual Contributions from Members and City, 

Based on Annual Valuation by TSRS Actuary 
(g) Recommend Member Contribution Rate 
(h) Recommend Employer Contribution Rate 
(i) Select, Monitor, Remove and Replace TSRS Service Providers 
(j) Oversee TSRS System Administrator and Staff 
(k) Conduct TSRS Board Meeting and Set Agendas 
(l) Adopt and Maintain TSRS Administrative Policies and Procedures 
(m) Ratify Retirement Applications 
(n) Determine Eligibility for Disability Pensions 
(o) Approve Member Service Purchases 
(p) Manage IRS and Other Legal Compliance Issues 
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(q) Conduct Hearings and Make Determinations Regarding Member 
Benefits 

 
  11.3 Powers Granted to City Finance Director  

 

(a) Collect Member Contributions and Transmit to TSRS Trust 
(b) Collect Employer Contributions and Transmit to TSRS Trust 

 
  11.4 Powers Delegated to TSRS System Administrator  

 
(a)  Provide TSRS System Information to Members and Beneficiaries 
(b)  Enroll Members in TSRS 
(c) Collect and Maintain Beneficiary Designations and Member 

Pension Elections 
(d) Maintain Database of Member Information 
(e) Determine Benefit Eligibility and Perform Benefit Calculations 
(f) Make Benefit Payments When Due to Members and Beneficiaries 
(g) Facilitate Transfers of Assets and Liabilities to State Retirement 

Systems as Needed 
(h) Compile Information Necessary for, and Assist TSRS Board in 

Conducting Review of, Disability Pension Applications 
(i) Respond to Inquiries from Members, Beneficiaries, City Officials 
(j) Recommend Administrative Policies and Fee Assessments to 

TSRS Board 
(k) Manage IRS Compliance Requirements for Individual Member 

Benefits and for TSRS System Tax Status  
(l) Manage TSRS Board Meeting Schedule and Prepare Board 

Meeting Materials 
(m) Create, Retain and Manage TSRS Records 
(n) Manage TSRS Staff Budget and Resources 
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(o) Facilitate Service Provider Contracts and Payments 
(p) Interface with TSRS Actuary and Legal Counsel as Needed 
(q) Make Regular Reports on Administrative Activities to TSRS Board 
 

  11.5 Powers Delegated to TSRS Investment Manager 
 

(a) Monitor TSRS System Investments 
(b) Work with TSRS Investment Consultant and Investment Providers 

to Oversee Investment of TSRS Assets in Accordance with TSRS 
Investment Policy 

(c) Monitor and Manage Liquidity Requirements for TSRS Benefit 
Payments 

(d) Facilitate Movement of TSRS Assets 
(e) Assist TSRS Board in the Selection, Review and Replacement of 

Investment Providers 
(f) Interface with TSRS Investment Consultant and Investment 

Providers as Needed 
(g) Make Regular Reports on Investment Activities to TSRS Board 
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GOVERANCE POLICIES 

 
Purpose:  The TSRS Board strives to administer the System appropriately, 
competently and in the best interests of the TSRS members and beneficiaries.  The 
Board desires to document its governance policies in an effort to provide Board 
members with a clear understanding of their responsibilities and to create a 
transparent environment in which the Board can operate can carry out its duties.   
 
Authority:  The Board is created and authorized pursuant to Tucson Code Section 
22-44.  The Board has been granted the power and authority necessary to effectuate 
the administration, management and operation of TSRS, as well as the power and 
authority to construe, interpret and implement the TCC provisions which constitute the 
System.  TCC §22-44(a).  The Board also has the full power and authority to prudently 
invest the System assets.  TCC §22-45.   
 
Definition of Fiduciary:  In the context of TSRS, a fiduciary is a person who 
exercises discretionary authority in the administration of TSRS benefits and liabilities 
or the management (including custody, payment and investment) of TSRS assets. 
 
Governance Policies: 
 
1. Attendance 

All Board members are expected to attend all Board and applicable 
committee meetings. While attendance is not always possible, Board 
members should note any scheduling conflicts as soon as reasonably 
possible and attempt to manage their schedules to avoid creating additional 
conflicts.  When absence from a Board meeting is unavoidable, it may be 
advisable to send a delegate to the Board meeting on behalf of the absent 
Board member, to allow continuity of Board business and representation of the 
Board member.  The Board shall determine on a case by case basis whether it 
is appropriate for a delegate to exercise a proxy and vote on behalf of the Board 
member.  Delegates should be used minimally. 
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2. Committee Service 

Each Board member should serve on committees as requested by the Board 
Chair.   

 
3. Preparation 

Board members should come to Board meetings having read the materials 
prepared and circulated by the System Administrator and Board consultants, 
and having asked any questions of TSRS staff necessary to the Board 
members’ understanding of the materials.   

 
4. Inquisitiveness 

Board members should be inquisitive and should appropriately question staff, 
advisors and fellow Board members as circumstances require.  The inquisitive 
nature of Board members helps to build the institutional knowledge base of the 
Board. 
 

5. Integrity 

Board members should conduct themselves with integrity and dignity, 
maintaining the highest ethical conduct at all times.  

 
6. Confidentiality 

Board members shall not reveal confidential matters and will not use confidential 
information for personal gain or for the benefit of outside interests.  Board 
members shall exercise due care with regard to all confidential information in 
their possession.   

 
7. Knowledge 

Board members should develop and maintain their knowledge and 
understanding of the issues involved in the management of the System. The 
specific areas in which board members should develop and maintain a high 
level of knowledge should include: 
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 Public pension plan governance. 
 Asset allocation and investment management. 
 Actuarial principles and funding policies. 
 Financial reporting, controls and audits. 
 Benefits administration. 
 Vendor selection process. 
 Open meeting and public records laws. 
 Fiduciary responsibility. 
 Ethics, conflicts of interest and disclosures. 
 

8. Education 

Board members should identify areas in which they might benefit from 
additional education and work with staff to find reasonable and appropriate 
educational opportunities. Members periodically should attend public sector 
pension conferences and educational programs and educational sessions 
provided internally by consultants and special guests.  Board members should 
avail themselves of educational materials available from the System 
Administrator to keep current on public pension plan issues and topics. 

 
9. Collegiality 

Board members shall make every effort to engage in collegial deliberations, 
and to maintain an atmosphere in which Board or committee members can 
speak freely, explore ideas before becoming committed to positions and seek 
information from staff and other members. Board members should approach 
issues impacting TSRS with an open mind. 

 
10. Mentoring 

Any new Board member may request a mentor to assist him or her in 
becoming familiar with his or her responsibilities on the Board. If a request is 
made, the Board chair will designate one experienced current or former Board 
member to be a mentor to the new Board member for a period of one year.  
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The mentor will be available to the new Board member outside of regularly 
scheduled board meetings, for consultation or discussion on a reasonable 
basis. 

 
11. Open and Accountable to Members and the City. 

Board members shall be appropriately open in the way key decisions are made 
and publicly disclosed.  The Board shall conduct its business in accordance 
with the Arizona Open Public Meeting Law, as summarized in Board Rule 14.0.  
The Board is accountable to both System members and the City for their 
performance in accordance with the applicable provisions of the TCC and 
these Governance Policies. 

 
12. Public Statements 

Board members shall not make public statements on behalf of the Board or 
TSRS without the advance authorization of the Board.  Any public statements 
made by Board members on behalf of the Board shall be identified clearly as 
statements on behalf of the Board, in its fiduciary capacity as the TSRS 
Trustee.  Any public statement by an individual Board member that relates to 
TSRS business and is not made on behalf of the Board shall be identified 
clearly as a statement of the individual Board member, not on behalf of the 
Board.  When making a public statement regarding TSRS, Board members 
shall exercise due care and be mindful of public perceptions of the Board 
member’s authority and any potential conflict of interest issues.   

 
13. Duty of Loyalty 

Board members staff shall discharge their duties with respect to the System 
solely in the interest of the TSRS members, retirees and beneficiaries for the 
exclusive purpose of: 
 Providing benefits to members and beneficiaries. 
 Defraying reasonable expenses of administering the plan. 
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14.  Duty to Act Prudently 

Board members must discharge their duties with the same care, skill and 
diligence under the circumstances then prevailing which a prudent person acting 
in a like capacity and familiar with the matters at hand would use in the conduct 
of an activity of like character and purpose.  This requires: 
 Undertaking an appropriate analysis of a proposed course of action, 

including determination of the relevant facts, considering alternative 
courses of action and obtaining expert advice as needed. 

 Acting in accordance with the laws, documents and instruments 
governing the System. 

 
15. Duty to Invest Prudently  

The Board must invest the TSRS assets prudently and productively, in a manner 
consistent with portfolio management theory.  Working with qualified investment 
consultants, the Board shall invest TSRS assets in accordance with the TSRS 
Statement of Pension Investment Policy and Objectives, and shall keep such 
Statement up to date and consistent with current investment goals and 
strategies.  

 
16. Exclusive Purpose of Systems Assets 

The assets of the System shall never inure to the benefit of the City and shall 
be held for the exclusive purposes of providing benefits to members and 
beneficiaries and defraying reasonable expenses of administering the System. 

 
17. Prohibitions Against Self-Dealing 

Board members shall not do any of the following: 
 Deal with the assets of the System in their own interest or for their own 

account. 
 In their individual, or any other capacity, act in any transaction involving 

TSRS on behalf of a party, or represent a party, whose interests are 
adverse to the interests of the System or the interests of the members 
and beneficiaries. 
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 Receive any consideration for their personal account from any party 
conducting business with the System in connection with a transaction 
involving TSRS assets. 
 

18. Avoidance of Conflicts of Interest/Appearance of Conflicts of Interest 

Individuals appointed to serve on the Board bring specialized information and 
knowledge to the Board from their positions with the City and from their 
represented constituencies.  However, when sitting as a Board member, the 
member must take all reasonable steps to avoid both actual conflicts of interest 
and the appearance of conflicts of interest as they carry out their Board duties 
for the exclusive benefit of TSRS members and beneficiaries.  Board members 
shall conduct themselves in accordance with the Conflict of Interest Policy set 
forth in Board Rule 15.0. 

 
19. Delegations of Authority 

The individual members of the Board cannot reasonably perform all acts 
necessary to operate TSRS; they must rely on TSRS staff and contractors to 
carry out many activities and functions. Accordingly, the Board may delegate 
authority to committees of its members, the System Administrator and outside 
consultants and contractors.  Delegations must be prudent and consistent with 
the Board’s fiduciary responsibilities. The Board shall (a) select delegates with 
care, (b) define delegated authority clearly, (c) monitor the performance of 
delegates, and (d) take corrective action when appropriate.  Board Rule 16.0 
identifies the powers reserved by the City Council and active delegations from 
the Board. 

 
20. City of Tucson Code of Ethics 

All Board members and the System Administrator shall comply with the City of 
Tucson Code of Ethics adopted August 6, 2013 by Ordinance No. 11102. 
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ARIZONA OPEN PUBLIC MEETING LAW SUMMARY 
(A.R.S. SEC. 38-431, ET SEQ.) 

It is the policy of the State of Arizona that meetings of public bodies be conducted 
openly. Notices and agendas are to be provided for such meetings and must contain 
information necessary to inform the public of the matters to be discussed or decided. 
All or any part of a public meeting of a public body may be recorded by any person in 
attendance by means of a tape recorder, camera or other means of sonic 
reproduction, provided that there is no active interference with the conduct of the 
meeting. A "Meeting" means the gathering, in person or through technological devices, 
of a quorum of members of a public body at which they discuss, propose or take legal 
action, including any deliberations by a quorum with respect to such action. The 
definition of a meeting was modified by the Arizona Legislature in 2000 to prohibit a 
quorum of a public body from secretly communicating through technological devices, 
including facsimile machines, telephones and electronic mail. 

 
1. Public Bodies Defined 

The TSRS Board is a “public body” for purposes of the Open Public Meeting 
Law. "Public body means the legislature, all boards and commissions of the 
state or political subdivisions, all multi-member governing bodies of 
departments, agencies, institutions and instrumentalities of the state or political 
subdivisions, including without limitation all corporations and other 
instrumentalities whose boards of directors are appointed or elected by the 
state or political subdivision. Public body includes all quasi-judicial bodies and 
all standing, special or advisory committees or subcommittees of, or appointed 
by, such public body." 
 

2. Public Notice Requirements 

Notice of all meetings, including executive sessions, must be given to members of 
the TSRS Board and to the public. Generally, notice of meetings must be posted 
in a public manner no less than twenty-four (24) hours prior to the time of the 
meeting. Additionally, every year the TSRS Board must file with the City Clerk 
a disclosure statement indicating where all public notices of meetings will be 
posted. If preferred, the City Clerk will post notices for the public body in the 
locations established by the City Clerk for that purpose. 
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The notice should include the following information: 

1. The full name of the TSRS Board. (In general, acronyms or other 
abbreviations should not be used alone. When a committee of the Board 
is meeting, include the name of the Board as well as the name of the 
committee.) 

2. The date and time of the meeting. 

3. The place of the meeting. (Include the name of the building and floor 
or suite number [if applicable], street address and City). 

If the TSRS Board intends to meet for a specified calendar period on a regular 
day or date during the period, and at a regular place and time, may post public 
notice of meetings at the beginning of the period and need not post additional 
notices for each meeting unless there are changes to the schedule. The notice 
must specify the period for which the notice is applicable. The City Clerk 
prepares such a notice at the beginning of each calendar year based upon the 
contents of the annual disclosure statement filed by each public body. (This 
method of posting does not satisfy the agenda requirements unless the notice 
also contains a clear statement that the agenda for meetings will be available at 
least twenty-four [24] hours in advance of the meeting and a statement as to 
where and how the public may obtain a copy of the agenda.) 

In case of an actual emergency, a meeting may be held upon such notice as is 
appropriate to the circumstances. Contact the City Clerk for further information. 

A meeting may be recessed and resumed with less than twenty-four (24) 
hours’ notice if public notice of the initial session of the meeting is given as 
required, and if, prior to recessing, notice is publicly given as to the time and 
place of the resumption of the meeting or the method by which notice shall be 
publicly given. 
 

3. Agendas 

In addition to the public notice requirements, the TSRS Board must provide an 
agenda of the matters to be discussed, considered or decided at each meeting 
which must be available to the public a minimum of twenty-four (24) hours prior 
to the time of the meeting. The agenda must contain a listing of the "specific 
matters to be discussed, considered or decided at the meeting". General terms  
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such as "personnel," "new business," "old business", etc. may not be used 
unless the specific matters or items to be discussed are identified. Agendas 
should “contain such information as is reasonably necessary to inform the public 
of the matters to be discussed or decided.” 

A public body may include items such as "future agenda items" to schedule items 
for future agendas, or "call to the audience" to designate that part of the meeting at 
which members of the public may address the public body. Any discussions or 
decisions regarding a matter brought up under "future agenda items" or "call to the 
audience" should be rescheduled for a later meeting in order to properly agendize 
the item. 

The Open Meeting law allows the Board chair or presiding Board member to 
present a brief summary of current events without listing in the agenda the specific 
matters to be summarized, provided that the summary is listed on the agenda and 
that the Board does not propose, discuss, deliberate or take legal action at that 
meeting on any matter in the summary unless the specific matter is properly 
noticed for legal action. 

The agenda may be made available to the public by including it as part of the 
notice of the meeting or by stating in the notice how the public may obtain a copy 
of the agenda. Changes in the agenda must be prepared and distributed in the 
same manner as the original agenda at least twenty-four (24) hours prior to the 
time of the meeting. 

Questions regarding content of the agenda should be discussed with the City 
Clerk. 
 

4. Record of Meetings 

The TSRS Board must maintain minutes of all meetings held either in the form 
of a taped recording (with supplemental notes, if necessary) or a written record. 
The record of the meeting must be available for public inspection within three (3) 
working days after the meeting. The minutes of a public meeting must include the 
following information: 

(a)  The date, time and place of the meeting; 

(b) The members of the public body recorded as either present or absent; 
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(c) A general description of the matters discussed or considered. The Law 
requires that minutes contain information regarding matters considered or 
discussed at the meeting even though no formal action or vote was taken 
with respect to the matter; 

(d) An accurate description of all legal actions proposed, discussed or taken 
and the names of members who proposed each motion. This does not 
require that the name of each member who votes on a motion be indicated 
but only that the member who proposed it be shown in the minutes. 
Generally, however, the Board, for its own benefit, will include the names 
of the member who seconded the motion and those who voted in favor of 
or against the motion. In any case, the minutes must reflect how the Board 
voted and the numerical breakdown of the vote (for example: 3 in favor, 1 
against, 1 abstention); 

(e) "Legal action" means a collective decision, commitment or promise made 
by a majority of the Board members pursuant to the Tucson City Code, 
other authority of the Board, and the laws of this state. 

(d) The name of each person making statements or presenting material to the 
TSRS Board and a specific reference to the legal action to which the 
statement or presentation relates; 

(e) If the discussion in the public session did not adequately disclose the 
subject matter and specifics of the action taken, the minutes of the public 
meeting at which such action was taken should contain sufficient 
information so that the public may investigate further the background or 
specific facts of the decisions. 
 

5. Executive Sessions 

Executive sessions may only be held for specific purposes. Notice of the 
executive session must be given to the members of the TSRS Board, and to the 
general public in the same manner as all other meetings and must include the 
specific provision of the law authorizing the executive session. 
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Once proper notice has been given, the executive session may only be held 
following a public majority vote of a quorum of the Board members and a public 
announcement by the Board identifying the specific section of the law 
authorizing the executive session. The purposes for which an executive 
session may be called are narrowly defined in the law. Questions regarding 
holding an executive session should be discussed with the City Clerk. 
 

6. Circumvention of the Open Meeting Law 
 
Discussions and deliberations between less that a majority of the members of 
the TSRS Board, if used to circumvent the purposes of the Open Meeting Law 
violate that law. The Board may not circumvent public discussion by splintering 
the quorum and having separate or serial discussions with a majority of the 
Board members, whether in person or through technological devices. Board 
members should refrain from any activities that may undermine public 
confidence in the public decision making process established in the Open 
Meeting Law, including any actions that may appear to remove discussion and 
decision from the public view. 

 

Relevant Arizona Attorney General Opinions: 
Ariz. Att’y Gen. Ops. 75-8:  All discussions among a majority of Board members 

subject to Open Meeting Law requirements. 
Ariz. Att’y Gen. Ops. 78-1:  Public participation in open meetings. 
Ariz. Att’y Gen. Ops. I79-45:  Changes to the agenda and timely publication. 
Ariz. Att’y Gen. Ops. I79-49 and I96-012:  Right of affected individuals involved in 

personnel matters before the Board. 
Ariz. Att’y Gen. Ops. I90-19:  Placing legal advice executive session notification 

on agenda. 
Ariz. Att’y Gen. Ops. I90-058, I87-038; I87-131:  Handling confidential records.  
Ariz. Att’y Gen. Ops. I91-033. I83-135:  Board member telephonic participation in 

meetings. 
Ariz. Att’y Gen. Ops. I99-006:  Limitations on responses to issues raised in call to 

the public. 
Ariz. Att’y Gen. Ops. I05-004:  Email to and from Board members. 
Ariz. Att’y Gen. Ops. I07-013:  Comments to the media regarding issues before 

the Board.  
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CONFLICT OF INTEREST POLICY 
 
1. Individual Board members are fiduciaries and trustees. As such, Board members 

will at all times act in the best interest of TSRS and its members and 
beneficiaries, consistent with the Board member’s fiduciary duty, and take 
positive steps to prohibit breaches of duty through negligence or intentional 
action. 

 
2. Board members will never act where the Board or the individual member has 

determined that a conflict of interest exists.  A conflict of interest is understood 
to be a situation where a relationship exists that could reasonably be expected 
to diminish independence of judgment in performance of official responsibilities 
as a Board member.  

 
3. Board members may not participate in decisions which might result in significant 

personal economic advantage. 
 

4. An ex-officio member shall not use his or her position with the City to influence 
Board or TSRS decisions in which the City has a material financial interest, or 
where they have a duty or responsibility that may give the appearance of a 
conflict of interest. 

 
5. Board members will take positive steps to prohibit unauthorized communications 

with and from individuals seeking to influence the Board or who may receive 
personal benefit or gain as a result of Board actions. 

 
6. To avoid the appearance of undue influence, Board members will refrain from 

communications with staff, outside of a Board or committee meeting, wherein 
the Board member advocates for or directs a specified action, decision or 
course of conduct regarding any existing or prospective investment transaction, 
benefit payment, service contract or other System transaction.  The foregoing is 
not intended to place limitations on a Board member’s ability to work with staff 
on routine Board members or to request public information.   

 
7. Board members will not seek nor accept any compensation or political 

contributions that would violate Arizona or City law. 
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8. Board members shall not solicit or accept any gift, service, favor anything of 

value, or any compensation for any service rendered in connection with that 
individual’s Board duties and responsibilities. Board members shall not accept 
or solicit, directly or indirectly, anything of economic value such as a gift, 
gratuity, favor, entertainment or loan that may appear to be designed to 
influence the Board member.  This provision does not prohibit acceptance of 
minor promotional items such as calendars and pens; food and refreshments 
delivered as a gift to the work place for consumption on the premises by all 
employees at the work place; and business meals paid for by vendors or 
consultants in the normal course of business. 

 
9. Each Board member shall have the authority to call an actual or perceived 

conflict to the attention of the Board for discussion and consideration.  Similarly, 
the Board chair shall have the authority to ask whether any Board member has 
a conflict to disclose prior to discussion or action on any Board item.   

 
10. Any Board member who is affected by an actual conflict of interest must (i) 

inform the Board of the conflict and (ii) refrain from voting upon or otherwise 
participating in the Board decision or action.    
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FUNDING POLICY 

 (As Adopted by the Board of Trustees November 17, 2016) 
 

I. Intent and Summary 
 
The Tucson Supplemental Retirement System is a defined benefit pension plan 
maintained for the benefit of City of Tucson employees.  TSRS is governed by 
provisions of the Tucson City Code, the public pension protections included in the 
Arizona Constitution, and the Internal Revenue Code.  Within that framework, the 
TSRS Board has adopted a Funding Policy to ensure that TSRS will remain 
sustainable and to assist in the accumulation of adequate resources to fund the costs 
of TSRS benefits.     
 
The costs of defined benefit pension benefits generally fall into three categories: 
 

1. The cost of pension benefits earned by employee members each year, referred 
to as the “normal cost” of benefits; 

2. The unfunded liabilities that have accumulated in the retirement program over 
time, as the retirement program grows and benefit liabilities exceed the assets 
held in the program; and 

3. The administrative costs of operating the retirement program. 
 
These cost elements are funded on an annual basis through a combination of 
employer contributions, employee contributions and investment returns.   
 
Intent 
 
The intent of the TSRS Funding Policy is to set forth the policies and practices that will 
be used to determine City and employee member contributions to TSRS each year.  
Contributions calculated in accordance with the Funding Policy will be designed to 
achieve full funding of the TSRS benefit liabilities over a prudent time horizon, while 
balancing the goals of: 
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 Maintaining retirement benefit security; 
 Incorporating experience based actuarial assumptions into all contribution 

calculations;  
 Keeping contribution rates relatively stable on an annual basis; and 
 Allocating contribution costs in an equitable manner to mitigate 

intergenerational transfers of retirement program liabilities.   
 

Summary 
 
It is the goal of the Board to increase the funded status (the ratio of the assets to the 
accrued liabilities) of TSRS.  Under the TSRS Funding Policy, the Actuarially 
Determined Contributions (as detailed in the annual actuarial valuation report) 
calculated for the City and the employee members include the payment of: 
  

a. The normal cost of benefits;  
b. The annual amortized payment on TSRS’ unfunded liabilities, calculated over a 

20 year open, level percent of pay amortization policy;  
c. The reasonable and appropriate annual administration costs of TSRS; and  
d. The additional contribution element attained through the rounding of employee 

member and City Contribution Rates pursuant to the Board’s rounding policy, 
which is designed to assist with the achievement of the full funding of TSRS 
over a reasonable timeframe. 
 

II. Funding Policy Goals 
 

The TSRS Funding Policy is designed to provide assurance that TSRS will remain 
viable and sustainable, and that the cost of the benefits provided by TSRS will be 
funded in an equitable manner.  The TSRS funding policy is based on the following 
primary principles: 
 

A. The Board intends to encourage the City to extinguish the TSRS unfunded 
liability within a target timeframe of fiscal year 2025 to 2030.  While the 
Board recognizes that investment markets and returns have a significant 
impact on the funded status of TSRS and cannot be predicted, the Board 
intends to use the target timeframe as a tool to measure success in the 
reduction of the unfunded liability.  If and when the TSRS actuarial valuation 
shows that the unfunded liability will not be extinguished within the target 
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timeframe, the Board will review closely the actuarial assumptions and 
investment policies to determine if adjustments should be made.   
 

B. The Board will work toward the extinguishment of the unfunded liability by 
recommending that the City contribution to TSRS exceed the amount that 
the City is required to appropriate and pay to TSRS pursuant to the Tucson 
City Code (“TCC”), and the annual City contribution to TSRS be a minimum 
of 27.5% of payroll.   
 

C. The TSRS Board wishes to demonstrate accountability and transparency by 
communicating all of the information necessary for assessing the City’s 
progress toward meeting its pension funding objectives. 
 

III. Authority 
 

The Board has been granted the power and authority necessary to effectuate the 
administration, management and operation of TSRS.  TCC §22-44(a).  The Board is 
required to certify to the City Manager the Actuarially Determined Contribution 
(“ADC”), the Required Member Contribution Rate(s) and the Required City 
Contribution.1  TCC §22-35(b).  The City is required, pursuant to TCC Section 22-
30(t), to appropriate and pay over to TSRS 100% of the Required City Contribution. 
 
IV. Policy:   
 
The Board shall determine the Recommended Member Contribution Rates and the 
Recommended City Contribution Rates in accordance with all applicable provisions of 
the TCC and the terms of this Funding Policy as set forth below.  The Funding Policy 
takes into account the following three core elements in the calculation of the 
recommended annual contributions to TSRS:  the Actuarially Determined Contribution, 
administrative expenses and the Board’s rounding policy.   

 
A. Actuarially Determined Contribution. The ADC is the annual amount necessary 

to pay the sum of the employer normal cost, the employee segment normal cost 
amounts and the amortization requirements for the TSRS unfunded accrued 

                                            
1 The Actuarially Determined Contribution is referred to in the TCC as the “annual required contribution.” The 
Required City Contribution Rate is referred to in the TCC as the “employer contribution.” 
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liability, determined on a fiscal year basis by the System’s actuary in accordance 
with the following actuarial assumptions: 

 
1. Actuarial Cost Method.  The actuarial cost method is the individual 

entry age normal cost method, level percent of pay.  This method 
conforms to the actuarial standards of practice and allocates normal 
costs over a period beginning no earlier than the date of employment 
and does not exceed the last assumed retirement age.  This cost 
method fully funds the long-term costs of the promised benefits of the 
employees’ period of active service. 
 

2. Asset Valuation Method.  To minimize the volatility effect of 
contribution rates affected by investment gains or losses during the year, 
the Board has adopted a smoothing process that involves spreading the 
difference between actual and expected market returns over a five year 
period to determine the actuarial value of assets. 
 

3. Amortization Policy.  The Board has adopted a 20 year open, level 
percent of pay amortization policy. A single unfunded amount is 
determined with each actuarial valuation, and that amount is then 
amortized over a 20 year period, assuming that the contribution amounts 
will remain level as a percent of the total payroll (so the dollar amount of 
the contribution is assumed to grow each year). When the 20 year open 
amortization policy is combined with the Contribution Rounding Policy 
set forth in Section IV.C. below, the Board’s amortization policy is a 
hybrid approach, designed to fully extinguish the unfunded liability in a 
similar but more flexible manner than a closed amortization policy.  The 
Board’s amortization policy has been in place since July 1, 2013.  

 
B. Administrative Expenses.  The annual administrative expenses incurred by the 

System, based on the administrative operating budget approved by the Board in 
advance of the fiscal year and determined as of the end of the fiscal year, shall be 
included in the calculation of the Recommended City Contribution Rate in 
accordance with sound actuarial principles.  Administrative expenses paid by the 
System and included in the calculation of the ADC shall be reasonable and 
appropriate, and shall include staff salaries and related overhead expenses, 
actuarial, legal and other professional consulting fees, accounting charges, 
compliance expenses, and other fees and expenses necessary for the efficient 
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administration of the System.  Investment fees and expenses shall not be included 
in the calculation of the Recommended City Contribution Rate 
 

C. Contribution Rounding Policy.  The Board’s rounding policy is intended to (1) 
minimize volatility in the Member Contribution rates and the related impact on the 
net take home pay of employees, (2) eliminate minor adjustments in contribution 
rates, and (3) recognize the inherent timing gap between actuarial valuation data 
and the effective date of new contribution rates. 

 
1. Recommended Member Contribution Rates: Recommended Member 

Contribution Rates for members hired prior to July 1, 2006 (the “Legacy 
Members”), members hired between July 1, 2006 and June 30, 2011 
(“Tier I Members”), and members hired on or after July 1, 2011 (“Tier II 
Members”) shall be determined by the System actuary pursuant to TCC 
Section 22-34.  The Legacy Members contribute 5% of pay, and there 
are no further adjustments to Legacy Member contribution rates; i.e., the 
Required Member Contribution Rate and the Recommended 
Contribution Rate for the Legacy Members are the same.   
The Tier I Members and Tier II Members are referred to collectively as 
the “Variable Contribution Tier Members,” and they make Member 
Contributions equal to a percentage of the normal cost for their particular  
 
Tier.  The percentage applicable to the Variable Contribution Tier 
Members currently is set at 50%, but can be changed by the City in 
accordance with Section 22-34(b) of the TCC.  In no event shall the 
Variable Contribution Tier Members contribute less than 5% of pay as 
set forth in TCC §22-34(a) and (b).  
 
The Recommended Member Contribution Rates for Variable 
Contribution Tier Members are subject to the Board’s rounding policy.  
The normal cost for Tier I Member and for Tier II Members are 
calculated by the System actuary and then multiplied by the applicable 
Member Contribution Percentage (currently 50%).  The result of that 
calculation is the Recommended Member Contribution Rate required for 
the Variable Contribution Tier Members under the TCC. 
The Board will then review the Required Member Contribution Rates for 
the Variable Contribution Tier Members and apply the rounding policy.  
Pursuant to the rounding policy, the Required Member Contribution 
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Rates for the Variable Contribution Tier Members will be rounded up to 
the nearest 0.25%.  The Recommended Member Contribution Rates for 
Variable Contribution Tier Members shall never be less than the 
Required Member Contribution Rate for that member group (for that 
same fiscal year).  The Recommended Member Contribution Rates will 
be recommended by the Board to the City for the upcoming fiscal year.   
Examples:  

Year 1: Required Member Contribution 
  for Tier I Member:    6.67% of pay 
   
  Recommended (Rounded) Member Contribution  
  for Tier I Member Contribution:  6.75% of pay  
 
Year 2: Required Member Contribution 
  for Tier I Member Contribution Rate: 6.48% of pay 
 
  Recommended (Rounded) Member Contribution 
  for Tier I Member Contribution:  6.50% of pay 
 

2. Recommended City Contribution Rates:  Pursuant to TCC Section 22-
30(t), the City is required to fund the Required City Contribution for a 
particular fiscal year, which equals the difference between the ADC and 
the Required Member Contribution rate(s).  For purposes of determining 
the Recommended City Contribution Rate that will be recommended by  
the Board to the City, the System actuary will be asked to prepare the 
following calculations:   

Because there are three different Required Member Contribution Rates, 
the System actuary shall calculate a Required City Contribution Rate for 
each member group (which is the Required City Contribution Rate for 
each group) and a blended Required City Contribution Rate for the entire 
member population.  In no event shall the blended Required City 
Contribution Rate for the entire member population be less than the 
Required City Contribution Rate for any member group.   
The Board will then review the blended Required City Contribution Rate 
and set the Recommended City Contribution Rate for the upcoming 
fiscal year.  The Recommended City Contribution Rate will equal the  



RULES AND POLICIES OF THE  
TUCSON SUPPLEMENTAL RETIREMENT SYSTEM 

BOARD OF TRUSTEES 
 

 
 

REVISED RULES AND POLICIES ADOPTED BY THE BOARD OF TRUSTEES 
DRAFT DECEMBER 20, 2018 

____________________________________________________________________ 
Board Policy II.         Page 
FUNDING POLICY         7 of 7 
 

blended Required City Contribution Rate, rounded up to the nearest 
0.50.  The Recommended City Contribution Rate shall be rounded up to 
the nearest 0.50 instead of the nearest 0.25 because the Required City 
Contribution Rates are based on a blend across the three groups of 
members.  The Recommended City Contribution Rate shall never be 
less than the Required City Contribution rate for any member group for 
that same fiscal year. 
Example:  

 
Required City Contribution Rates 
for three member groups:  
     Legacy Members: 27.22% of pay 
     Tier I Members: 25.55% of pay 
     Tier II Members: 27.08% of pay 
   
Actuarially Calculated Blended City Contribution Rate 26.95% 
   
Recommended (Rounded) City Contribution Rate: 27.50% of pay 
 
(Recommended Rate is not set at 27.0% because that would be less 
than the Required Rate for two of the member groups)  
 

3. Funded Status of TSRS:  It is the goal of the Board to increase the 
funded status of TSRS.  The Board anticipates that Required Member 
Contribution Rates and the Required City Contribution Rates may 
decrease from time to time, based on various actuarial factors.  The 
Board will not decrease its Recommended Member Contribution rates or 
its Recommended City Contribution Rate until such point as TSRS is 
fully funded.  At that time, the unfunded accrued liability will have been 
extinguished, and the ADC will represent the payment of the normal cost 
of benefits only.  Moreover, the Board shall decrease the Recommended 
Member Contribution Rates for the Variable Contribution Tier Members 
only to the extent that the Recommended Member Contribution Rates for 
Tier I Members and Tier II Members decrease simultaneously, in the 
same percentage of pay. 
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TSRS ACTUARIAL ASSUMPTIONS 
 

A. To determine the value of actuarially equivalent member benefits 
under Section 22-30(d) of the Tucson Code (Definition of 
“Actuarial Equivalent”), the following actuarial assumptions shall 
continue to be applied, effective as of July 1, 2016: 

 
 
  Interest Rate: 7.25%  
 

Mortality Table: Mortality Table: RP-2000 Combined Mortality 
Table for males and females projected with 
Scale BB to 2020  

 
 

B. The foregoing actuarial assumptions are adopted in accordance 
Tucson Code Chapter 22, Section 22-30(d) and are incorporated 
into this Board Rule as required pursuant to Section 401(a)(25) of 
the Internal Revenue Code of 1986, as amended. 
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FUNDING POLICY GLOSSARY OF TERMS AND CONCEPTS 

 
1. Actuarial Cost Method:  the method used by the actuary to allocate total 

benefit costs between employees' past and future service.  The actuarial cost 
method determines the normal cost for a year. 

 
2. Accrued Liability:  the present value of retirement benefits earned by 

employees for past service.   
 
3. Actuarial Value of Assets:  the value of pension assets for purposes of 

actuarial valuations and funding calculations, which takes into account certain 
actuarial assumptions such as smoothing investment returns over a stated 
period. 

 
4. Actuarially Determined Contribution:  the annual contribution to the plan 

necessary to pay the normal cost and the annual amortization payment on any 
unfunded accrued liability, which may be less than the annual contribution 
recommended by the Board after full application of the Funding Policy.  

 
5. Amortization: the process of paying off the unfunded accrued liability over 

time.  Please refer to Section IV.A.3. of the Funding Policy for an explanation of 
the hybrid amortization policy used by TSRS. 

 
(a)  Closed Amortization:  using a specific number of years to determine 

annual payments intended to extinguish debt and the number of years 
remaining in the amortization schedule decline to zero. 

 
(b)  Open Amortization: using a period of years that does not change over 

time to determine annual contributions to pay down the unfunded 
accrued liability.  With each annual calculation, the period of years used 
to determine the payment is reset to the original period; the number of 
years in the amortization schedule does not decline to zero.   
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Example:  Assume that $1,000,000 in liability is being amortized over 5 years.  
Following is a simplified illustration of the difference between Open and Closed 
Amortization Schedules: 
 
 Closed Amortization Open Amortization 
 Starting 

Liability 
Amortization 

Payment 
Ending 
Liability 

Starting 
Liability 

Amortization 
Payment 

Ending 
Liability 

Year 
1 

$1,000,000 $200,000 $800,000 $1,000,000 $200,000 $800,000 

Year 
2 

$800,000 $200,000 $600,000 $800,000 $160,000 $640,000 

Year 
3 

$600,000 $200,000 $400,000 $640,000 $128,000 $512,000 

Year 
4 

$400,000 $200,000 $200,000 $512,000 $102,400 $409,600 

Year 
5 

$200,000 $200,000 $0 $409,600 $81,920 $327,680 

 
6. Contribution Rate:  the amount to be contributed to TSRS annually, expressed 

as percentage of payroll. 
 

(a) Required City Contribution Rate:  the City contribution rate calculated 
by the actuary in accordance with the applicable provisions of the 
Tucson City Code. 

 
(b) Recommended City Contribution Rate: the City Contribution rate 

recommended by the Board after the rounding policy has been applied, 
which may be more than the required rate. 

 
(c)  Required Member Contribution Rate:  the Member Contribution rate 

for a particular group of members (Legacy, Tier I or Tier II Members) 
calculated by the actuary in accordance with the applicable provisions of 
the Tucson City Code. 
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(d) Recommended Member Contribution Rate: the Member Contribution 
rate recommended by the Board for Tier I Members or Tier II Members 
after the rounding policy has been applied, which may be more than the 
required rate.   

 
7. Entry Age Normal Cost Method:  the  actuarial cost method which produces 

the normal cost of an employee’s retirement benefits as a level percent of pay, 
beginning at the employee’s age when he or she enters the plan and continuing 
until the employee reaches retirement age. 

 
8. Full Funding: occurs when the unfunded accrued liability is $0 and the funded 

ratio is 100%. 
 
9. Funded Ratio or Funded Status:  the ratio of assets available to pay 

retirement benefits to accrued liability under the plan (liabilities associated with 
retirement benefits earned by employees). 

 
10. Legacy Members:  Members hired prior to July 1, 2006 and whose Required 

and Recommended Member Contribution Rate equals 5% of pay. 
 
11. Level Percent of Pay: calculating plan contributions as a consistent 

percentage of annual payroll costs each year and assuming that future 
contributions will increase by the same rate as payroll increases. 

 
12. Market Value of Assets:  the value of pension assets, determined with 

reference to the value at which the assets would trade or could be sold on an 
open market.  

 
13. Member Contribution Percentage:  The percent of the Variable Contribution 

Tier Members normal cost for which the member is to contribute-effective 
6/30/2014 that rate is 50%. 

 
14. Normal Cost:  the annual present value or costs for benefits earned by 

employees during the year. 
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15. Smoothing:  an actuarial method of spreading out investment gains and losses 

over a stated period of time, used to average investment returns over the 
smoothing period and therefore minimize volatility in the calculation of 
contributions to the plan. 

 
Example:  Assume that an investment achieved the following annual returns, 
and that the investment returns are smoothed over a 5 year period: 
 

Year Investment 
Return 

(parentheses 
indicate loss) 

Annual Amount 
Recognized in Actuarial 
Value of Assets (1/5 per 

year) 
2012 ($30,000)  ($6,000) 
2013 $20,000  $4,000 
2014 $50,000 $10,000 
2015 ($20,000) ($4,000) 
2016 ($30,000) ($6,000) 
Total ($10,000) ($2,000) 

 
In the calculation of the actuarial value of the assets for 2016, the market value 
of the assets will be reduced by a $2,000 investment loss.  Without smoothing 
the investment returns, the market value of the assets would be reduced by a 
$30,000 investment loss.  When the market value of the assets fluctuates 
widely as a result of investment returns, the contribution obligation to the 
pension plan also fluctuates widely.  Smoothing the investment returns has the 
effect of stabilizing contribution rates. 

 
16. Tier I Members:  members hired from July 1, 2006 to June 30, 2011. 
 
17. Tier II Members:  members hired on or after July 1, 2011. 
 
18. Unfunded Accrued Liability:  the difference between the assets and the 

accrued liability.  
 
19. Variable Contribution Tier Members:  TSRS members who are classified as 

either Tier I Members or Tier II Members and are required to make Member 
Contributions which may change over time in accordance with TCC Section 22-
34.
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AGREEMENT FOR 
ASSET-LIABILITY STUDY PROJECT 

 
 

CALLAN LLC 
AND 

TUCSON SUPPLEMENTAL RETIREMENT SYSTEM 
 
 
This Agreement to conduct an asset-liability study (hereinafter referred to as the “Agreement”) is made and 
entered into by and between CALLAN LLC, a California limited liability company (hereinafter referred to as 
“Callan”), and TUCSON SUPPLEMENTAL RETIREMENT SYSTEM (hereinafter referred to as “TSRS”) that 
has responsibility for the management and administration of the defined benefit pension plan funded by the 
City of Tucson, AZ (hereinafter referred to as “the Fund”) this [day] of [month], [year], to provide investment 
consulting services in accordance with this Agreement. 
 
1. SCOPE OF WORK 
 Callan will provide the service under this Agreement as described in Attachment A.  During the 

performance of such service by Callan, TSRS will retain and exercise all decision-making authority with 
respect to the management and administration of the Fund and investments relating thereto.   

 
2. ADDITIONAL WORK 

Consulting projects beyond the scope of services included in Attachment A may be conducted by 
Callan at the direction and request of TSRS.  The fee, scope and deliverable for each project shall be 
mutually agreed upon in writing between TSRS and Callan. 
 

3. TERMS OF AGREEMENT 
 This Agreement shall be in effect upon execution of this Agreement and will remain in effect until the 

earlier of project completion or when either party cancels subject to Section 4.  This Agreement 
constitutes the entire agreement between parties hereto with respect to the subject matter hereof and 
supersedes all prior agreements, undertakings, negotiations and discussions, both written and oral. 

 
4. CANCELLATION 
 Callan or TSRS may cancel this Agreement for convenience upon thirty (30) calendar days’ written 

notice to the other party.  The effective date of such notice shall be three (3) days after date of posting 
with the United States Postal Service, with said notice being sent to the last known address of the other 
party.  Upon cancellation, TSRS agrees to pay Callan for all work performed through the date of 
termination. 

 
5. FEES 
 Callan's fees for performance of the work as referenced in “Scope of Work” in Attachment A are set 

forth in Attachment B. 
 
6. TRAVEL AND EXPENSES 

The fees detailed in Attachment B do not cover travel-related expenses related to the asset-liability 
project. TSRS shall reimburse Callan for such pre-approved expenses as related to the project. 
 

7. PAYMENTS 
 All fees are quoted on a cash basis.  TSRS will be invoiced at the end of project.  TSRS shall make 

cash payments within thirty (30) days following receipt of billing from Callan.  Interest of 1% per month 
will be charged on all overdue balances.   
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8. APPLICABLE LAWS 
 The Agreement will be construed and interpreted under the laws of the State of California to the extent 

not preempted by applicable federal law. 
 
9. LIABILITIES AND THE INDEMNIFICATION OF CALLAN 

Callan shall discharge its duties as a consultant in accordance with the terms of this Agreement and 
applicable law.  TSRS acknowledges and agrees (i) that Callan has no authority or responsibility to 
manage or in any way direct the investment of any assets that are the subject of Callan’s consulting 
services provided under the terms of this Agreement, (ii) that Callan has not and cannot make any 
promise, guarantee or other statement or representation regarding the future investment performance 
of such assets, and (iii) that Callan will not be liable for any losses or expenses incurred as a result of 
any action or omission by an investment manager, custodian or unrelated third party. 
 
Unless Callan has violated or has failed to discharge its obligations and responsibilities under the 
terms of this Agreement or applicable law, Callan shall not be subject to any liability to TSRS, the 
Fund, the Fund’s participants, any agency whose assets are the subject of Callan’s consulting services 
hereunder, or any other person or entity. TSRS shall indemnify and hold harmless Callan and its 
affiliates, agents and employees from and against any and all such liabilities, including court costs and 
reasonable expenses (including attorneys’ fees.) 

 
10. REGISTERED INVESTMENT ADVISER 
 Callan is a registered investment adviser under the Investment Advisers Act of 1940. 
  
11. CHANGES IN THE AGREEMENT 
 Any change to this Agreement shall be in writing in the form of an amendment mutually agreed upon 

and duly executed by both parties.  Callan's named representative shall be the point of contact with 
regard to contractual matters. 

 
12. SEVERABILITY 

If any portion of this Agreement is either held unenforceable for any reason or is modified pursuant to a 
subsequent written modification, the remaining terms of the Agreement shall remain in effect as set 
forth herein.  

 
13. ASSIGNMENT 

No assignment in whole or in part of this Agreement and no delegation except as contemplated 
herein of any part or all of the performance of its duties hereunder may be made by Callan without 
the prior written consent of TSRS, and any attempted assignment or delegation without such 
consent will be void. 
 

14.    WAIVER 
Failure of one party to perform any part of this Agreement does not constitute a waiver of this 
Agreement or any provision therein. Failure of one party to require performance of any part of this 
Agreement does not constitute a waiver of that party’s right to enforce performance at any 
subsequent time.  
 

15. POLICY REGARDING SECURITY ADVICE 
Callan shall not be responsible for reviewing or advising on the merits or risks of individual securities 
or derivatives holdings or purchase, sale or hedging strategies, the propriety of an individual security 
or derivative within a manager’s asset allocation mandate, or on the conformity of individual 
securities holdings with TSRS’s investment policy and guidelines.  Callan shall not be responsible 
for providing advice to plan participants. 
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16. FORM ADV 
TSRS acknowledges receipt of Callan’s disclosure statement, Form ADV, Parts 2A and 2B, more 
than 48 hours prior to the date of the execution of this Agreement. 

 
17. CALLAN’S INVESTMENT MANAGER CLIENT LISTING DISCLOSURE 

TSRS acknowledges receipt of Callan’s disclosure list of investment manager clients no later than 
the date of the execution of this Agreement. 
 
 

BY THE SIGNATURES affixed below, the above Agreement is hereby accepted as to all the terms and 
conditions. 
 
 
 ________________________________ ________________________________ 
 CALLAN LLC TSRS 
   
 
 ________________________________ ________________________________ 
 Date Date 
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Attachment A 
 

SCOPE OF WORK 
 
 

Callan will conduct a detailed Asset Liability Analysis of the Tucson Supplemental Retirement 
System’s Defined Benefit Retirement Plan.  The study will model the Fund’s future liabilities and 
funding requirements as described in the Fund’s most recent actuarial valuation including any 
updates to actuarial assumptions as approved by the TSRS Board.  Callan will provide expected 
returns for the capital markets and model the interaction between the capital markets and the 
Fund’s liabilities under varying economic scenarios.   
 
Callan will provide education and relevant information to the TSRS Board and staff so that they are 
equipped to evaluate the alternative asset mixes that will be presented in the study.  Callan agrees 
to work with TSRS staff in the conduct of the study.   
 
Qualified professional staff from Callan will be available to present the study’s findings, describe 
potential decision variables, and assist the TSRS Board in making a decision regarding an 
appropriate strategic asset allocation policy.   
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Attachment B 
 

FEES 
 
 
TSRS will pay Callan a fee of sixty-five thousand dollars and no cents ($65,000) for completing the services 
set forth in this agreement. Reasonable expenses for travel as authorized by TSRS to meet with the TSRS 
Board and staff will be reimbursed as incurred outside of the project fee.     
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FORM ADV

UNIFORM APPLICATION FOR INVESTMENT ADVISER REGISTRATION AND REPORT BY EXEMPT
REPORTING ADVISERS

Primary Business Name: CALLAN CRD Number: 107687

Other-Than-Annual Amendment - All Sections Rev. 10/2017

9/26/2018 4:51:19 PM

 
 

WARNING: Complete this form truthfully. False statements or omissions may result in denial of your application, revocation of your
registration, or criminal prosecution. You must keep this form updated by filing periodic amendments. See Form ADV
General Instruction 4.

Item 1 Identifying Information

Responses to this Item tell us who you are, where you are doing business, and how we can contact you. If you are filing an umbrella
registration, the information in Item 1 should be provided for the filing adviser only. General Instruction 5 provides information to
assist you with filing an umbrella registration.

A.  Your full legal name (if you are a sole proprietor, your last, first, and middle names): 
 CALLAN LLC

 

B. (1) Name under which you primarily conduct your advisory business, if different from Item 1.A.
 CALLAN 

 
List on Section 1.B. of Schedule D any additional names under which you conduct your advisory business.

 
(2) If you are using this Form ADV to register more than one investment adviser under an umbrella registration, check this box

  
If you check this box, complete a Schedule R for each relying adviser.

 

C. If this filing is reporting a change in your legal name (Item 1.A.) or primary business name (Item 1.B.(1)), enter the new name
and specify whether the name change is of

  your legal name or  your primary business name: 
 

 

D. (1) If you are registered with the SEC as an investment adviser, your SEC file number: 801-9219

(2) If you report to the SEC as an exempt reporting adviser, your SEC file number:

(3) If you have one or more Central Index Key numbers assigned by the SEC ("CIK Numbers"), all of your CIK numbers: 
CIK Number

727947

 

E. (1) If you have a number ("CRD Number") assigned by the FINRA's CRD system or by the IARD system, your CRD number:
107687 
 
If your firm does not have a CRD number, skip this Item 1.E. Do not provide the CRD number of one of your officers,
employees, or affiliates.

 

(2) If you have additional CRD Numbers, your additional CRD numbers: 

No Information Filed

 

F. Principal Office and Place of Business

(1) Address (do not use a P.O. Box):
Number and Street 1:

 600 MONTGOMERY STREET
Number and Street 2:

 SUITE 800
City:

 SAN FRANCISCO
State:

 California
Country:

 United States
ZIP+4/Postal Code:

 94111
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If this address is a private residence, check this box: 

  
List on Section 1.F. of Schedule D any office, other than your principal office and place of business, at which you conduct
investment advisory business. If you are applying for registration, or are registered, with one or more state securities
authorities, you must list all of your offices in the state or states to which you are applying for registration or with whom
you are registered. If you are applying for SEC registration, if you are registered only with the SEC, or if you are reporting
to the SEC as an exempt reporting adviser, list the largest twenty-five offices in terms of numbers of employees as of the
end of your most recently completed fiscal year.

  
(2) Days of week that you normally conduct business at your principal office and place of business: 

Monday - Friday Other:
Normal business hours at this location:

 8 AM - 5 PM
(3) Telephone number at this location:

 415-974-5060
(4) Facsimile number at this location, if any: 

 415-291-4019
(5) What is the total number of offices, other than your principal office and place of business, at which you conduct investment

advisory business as of the end of your most recently completed fiscal year? 
 5

 

G. Mailing address, if different from your principal office and place of business address:

Number and Street 1:
 

Number and Street 2:
 

City:
 

State:
 

Country:
 

ZIP+4/Postal Code:
 

 
If this address is a private residence, check this box: 

 

H. If you are a sole proprietor, state your full residence address, if different from your principal office and place of business
address in Item 1.F.:

Number and Street 1:
 

Number and Street 2:
 

City:
 

State:
 

Country:
 

ZIP+4/Postal Code:
 

Yes No

I. Do you have one or more websites or accounts on publicly available social media platforms (including, but not limited
to, Twitter, Facebook and LinkedIn)?

 

 
If "yes," list all firm website addresses and the address for each of the firm's accounts on publicly available social media
platforms on Section 1.I. of Schedule D. If a website address serves as a portal through which to access other information you
have published on the web, you may list the portal without listing addresses for all of the other information. You may need to
list more than one portal address. Do not provide the addresses of websites or accounts on publicly available social media
platforms where you do not control the content. Do not provide the individual electronic mail (e-mail) addresses of employees
or the addresses of employee accounts on publicly available social media platforms.

 

J. Chief Compliance Officer  

(1) Provide the name and contact information of your Chief Compliance Officer. If you are an exempt reporting adviser, you
must provide the contact information for your Chief Compliance Officer, if you have one. If not, you must complete Item 1.K.
below.

Name:
 ANN C. DE LUCE

Other titles, if any:
 CHIEF COMPLIANCE OFFICER

Telephone number: 
 415-974-5060

Facsimile number, if any:
 415-291-4114

Number and Street 1:
 600 MONTGOMERY STREET

Number and Street 2:
 SUITE 800

City:
 SAN FRANCISCO

State:
 California

Country:
 United States

ZIP+4/Postal Code:
 94111
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Electronic mail (e-mail) address, if Chief Compliance Officer has one:
 DELUCE@CALLAN.COM

 

(2) If your Chief Compliance Officer is compensated or employed by any person other than you, a related person or an
investment company registered under the Investment Company Act of 1940 that you advise for providing chief compliance
officer services to you, provide the person's name and IRS Employer Identification Number (if any):

Name:
 

IRS Employer Identification Number: 
 

 

K. Additional Regulatory Contact Person: If a person other than the Chief Compliance Officer is authorized to receive information
and respond to questions about this Form ADV, you may provide that information here.

Name:
 ROSANNA SANGALANG

Titles:
 SVP HUMAN RESOURCES & COMPLIANCE

Telephone number: 
 415-974-5060

Facsimile number, if any:
 415-291-4114

Number and Street 1:
 600 MONTGOMERY STREET

Number and Street 2:
 SUITE 800

City:
 SAN FRANCISCO

State:
 California

Country:
 United States

ZIP+4/Postal Code:
 94111

 
Electronic mail (e-mail) address, if contact person has one:

 SANGALANG@CALLAN.COM

Yes No

L. Do you maintain some or all of the books and records you are required to keep under Section 204 of the Advisers Act,
or similar state law, somewhere other than your principal office and place of business?

 

 

 
If "yes," complete Section 1.L. of Schedule D.

Yes No

M. Are you registered with a foreign financial regulatory authority?  

 
Answer "no" if you are not registered with a foreign financial regulatory authority, even if you have an affiliate that is registered
with a foreign financial regulatory authority. If "yes," complete Section 1.M. of Schedule D.

Yes No

N. Are you a public reporting company under Sections 12 or 15(d) of the Securities Exchange Act of 1934?  

Yes No

O. Did you have $1 billion or more in assets on the last day of your most recent fiscal year? 
 If yes, what is the approximate amount of your assets:

 $1 billion to less than $10 billion

 $10 billion to less than $50 billion

$50 billion or more

 
 

For purposes of Item 1.O. only, "assets" refers to your total assets, rather than the assets you manage on behalf of clients.
Determine your total assets using the total assets shown on the balance sheet for your most recent fiscal year end.

 

P. Provide your Legal Entity Identifier if you have one: 
 
 
A legal entity identifier is a unique number that companies use to identify each other in the financial marketplace. You may not
have a legal entity identifier.

 

 

SECTION 1.B. Other Business Names
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List your other business names and the jurisdictions in which you use them. You must complete a separate Schedule D Section 1.B.
for each business name.

 

Name: CALLAN ASSOCIATES LLC

 
Jurisdictions

 AL

 AK

 AZ

 AR

 CA

 CO

 CT

 DE

 DC

 FL

 GA

 GU

 HI

 ID

 IL

 IN

 IA

 KS

 KY

 LA

 ME

 MD

 MA

 MI

 MN

 MS

 MO

 MT

 NE

 NV

 NH

 NJ

 NM

 NY

 NC

 ND

 OH

 OK

 OR

 PA

 PR

 RI

 SC

 SD

 TN

 TX

 UT

 VT

 VI

 VA

 WA

 WV

 WI

 WY

 Other:

 

 

SECTION 1.F. Other Offices

Complete the following information for each office, other than your principal office and place of business, at which you conduct
investment advisory business. You must complete a separate Schedule D Section 1.F. for each location. If you are applying for SEC
registration, if you are registered only with the SEC, or if you are an exempt reporting adviser, list only the largest twenty-five
offices (in terms of numbers of employees).

 

Number and Street 1:
 1 DEFOREST AVENUE

Number and Street 2:
 SUITE 101

City:
 SUMMIT

State:
 New Jersey

Country:
 United States

ZIP+4/Postal Code:
 07901

 

If this address is a private residence, check this box:  

 

Telephone Number:  
 908-522-3880

Facsimile Number, if any:
 908-277-1503

 

If this office location is also required to be registered with FINRA or a state securities authority as a branch office location for a
broker-dealer or investment adviser on the Uniform Branch Office Registration Form (Form BR), please provide the CRD Branch
Number here: 

 

How many employees perform investment advisory functions from this office location? 
8

 

Are other business activities conducted at this office location? (check all that apply)

 (1) Broker-dealer (registered or unregistered)

 (2) Bank (including a separately identifiable department or division of a bank)

 (3) Insurance broker or agent

 (4) Commodity pool operator or commodity trading advisor (whether registered or exempt from registration)
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 (5) Registered municipal advisor

 (6) Accountant or accounting firm

 (7) Lawyer or law firm

 

Describe any other investment-related business activities conducted from this office location: 

 

 
 

Complete the following information for each office, other than your principal office and place of business, at which you conduct
investment advisory business. You must complete a separate Schedule D Section 1.F. for each location. If you are applying for SEC
registration, if you are registered only with the SEC, or if you are an exempt reporting adviser, list only the largest twenty-five
offices (in terms of numbers of employees).

 

Number and Street 1:
 120 N. LA SALLE STREET

Number and Street 2:
 SUITE 2400

City:
 CHICAGO

State:
 Illinois

Country:
 United States

ZIP+4/Postal Code:
 60602-2424

 

If this address is a private residence, check this box:  

 

Telephone Number:  
 312-346-3536

Facsimile Number, if any:
 312-346-1356

 

If this office location is also required to be registered with FINRA or a state securities authority as a branch office location for a
broker-dealer or investment adviser on the Uniform Branch Office Registration Form (Form BR), please provide the CRD Branch
Number here: 

 

How many employees perform investment advisory functions from this office location? 
14

 

Are other business activities conducted at this office location? (check all that apply)

 (1) Broker-dealer (registered or unregistered)

 (2) Bank (including a separately identifiable department or division of a bank)

 (3) Insurance broker or agent

 (4) Commodity pool operator or commodity trading advisor (whether registered or exempt from registration)

 (5) Registered municipal advisor

 (6) Accountant or accounting firm

 (7) Lawyer or law firm

 

Describe any other investment-related business activities conducted from this office location: 

 

 
 

Complete the following information for each office, other than your principal office and place of business, at which you conduct
investment advisory business. You must complete a separate Schedule D Section 1.F. for each location. If you are applying for SEC
registration, if you are registered only with the SEC, or if you are an exempt reporting adviser, list only the largest twenty-five
offices (in terms of numbers of employees).

 

Number and Street 1:
 300 GALLERIA PARKWAY

Number and Street 2:
 SUITE 950

City:
 ATLANTA

State:
 Georgia

Country:
 United States

ZIP+4/Postal Code:
 30339-3153

 

If this address is a private residence, check this box:  
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Telephone Number:  
 770-618-2140

Facsimile Number, if any:
 770-618-2141

 

If this office location is also required to be registered with FINRA or a state securities authority as a branch office location for a
broker-dealer or investment adviser on the Uniform Branch Office Registration Form (Form BR), please provide the CRD Branch
Number here: 

 

How many employees perform investment advisory functions from this office location? 
9

 

Are other business activities conducted at this office location? (check all that apply)

 (1) Broker-dealer (registered or unregistered)

 (2) Bank (including a separately identifiable department or division of a bank)

 (3) Insurance broker or agent

 (4) Commodity pool operator or commodity trading advisor (whether registered or exempt from registration)

 (5) Registered municipal advisor

 (6) Accountant or accounting firm

 (7) Lawyer or law firm

 

Describe any other investment-related business activities conducted from this office location: 

 

 
 

Complete the following information for each office, other than your principal office and place of business, at which you conduct
investment advisory business. You must complete a separate Schedule D Section 1.F. for each location. If you are applying for SEC
registration, if you are registered only with the SEC, or if you are an exempt reporting adviser, list only the largest twenty-five
offices (in terms of numbers of employees).

 

Number and Street 1:
 1900 16TH STREET

Number and Street 2:
 SUITE 1175

City:
 DENVER

State:
 Colorado

Country:
 United States

ZIP+4/Postal Code:
 80202-1115

 

If this address is a private residence, check this box:  

 

Telephone Number:  
 303-861-1900

Facsimile Number, if any:
 303-832-8230

 

If this office location is also required to be registered with FINRA or a state securities authority as a branch office location for a
broker-dealer or investment adviser on the Uniform Branch Office Registration Form (Form BR), please provide the CRD Branch
Number here: 

 

How many employees perform investment advisory functions from this office location? 
6

 

Are other business activities conducted at this office location? (check all that apply)

 (1) Broker-dealer (registered or unregistered)

 (2) Bank (including a separately identifiable department or division of a bank)

 (3) Insurance broker or agent

 (4) Commodity pool operator or commodity trading advisor (whether registered or exempt from registration)

 (5) Registered municipal advisor

 (6) Accountant or accounting firm
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 (7) Lawyer or law firm

 

Describe any other investment-related business activities conducted from this office location: 

 

 
 

Complete the following information for each office, other than your principal office and place of business, at which you conduct
investment advisory business. You must complete a separate Schedule D Section 1.F. for each location. If you are applying for SEC
registration, if you are registered only with the SEC, or if you are an exempt reporting adviser, list only the largest twenty-five
offices (in terms of numbers of employees).

 

Number and Street 1:
 111 S.W. FIFTH AVENUE

Number and Street 2:
 SUITE 3150

City:
 PORTLAND

State:
 Oregon

Country:
 United States

ZIP+4/Postal Code:
 97204

 

If this address is a private residence, check this box:  

 

Telephone Number:  
 415-974-5060

Facsimile Number, if any:
 

 

If this office location is also required to be registered with FINRA or a state securities authority as a branch office location for a
broker-dealer or investment adviser on the Uniform Branch Office Registration Form (Form BR), please provide the CRD Branch
Number here: 

 

How many employees perform investment advisory functions from this office location? 
3

 

Are other business activities conducted at this office location? (check all that apply)

 (1) Broker-dealer (registered or unregistered)

 (2) Bank (including a separately identifiable department or division of a bank)

 (3) Insurance broker or agent

 (4) Commodity pool operator or commodity trading advisor (whether registered or exempt from registration)

 (5) Registered municipal advisor

 (6) Accountant or accounting firm

 (7) Lawyer or law firm

 

Describe any other investment-related business activities conducted from this office location: 

 

 

SECTION 1.I. Website Addresses

List your website addresses, including addresses for accounts on publicly available social media platforms where you control the
content (including, but not limited to, Twitter, Facebook and/or LinkedIn). You must complete a separate Schedule D Section 1.I.
for each website or account on a publicly available social media platform.

 

Address of Website/Account on Publicly Available Social Media Platform:    HTTP://WWW.CALLAN.COM/

 

 

Address of Website/Account on Publicly Available Social Media Platform:    HTTPS://WWW.LINKEDIN.COM/COMPANY/CALLAN
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Address of Website/Account on Publicly Available Social Media Platform:    HTTPS://TWITTER.COM/CALLANLLC

 

 

SECTION 1.L. Location of Books and Records

Complete the following information for each location at which you keep your books and records, other than your principal office and
place of business. You must complete a separate Schedule D, Section 1.L. for each location.

 

Name of entity where books and records are kept:
 THE BANK OF NEW YORK MELLON

 

Number and Street 1: 
135 SANTILLI HIGHWAY

Number and Street 2: 

City: 
EVERETT

State: 
Massachusetts

Country: 
United States

ZIP+4/Postal Code: 
02149

 

If this address is a private residence, check this box:   

 

Telephone Number:   
617-382-2676

Facsimile number, if any: 

 

This is (check one): 

 one of your branch offices or affiliates. 

 a third-party unaffiliated recordkeeper. 

 other.

 

Briefly describe the books and records kept at this location. 
A PORTION OR SOME OF THE PRIVATE TRUSTS RECORDS RECORDS ARE KEPT AT THE GROUP TRUSTEE, THE BANK OF NEW YORK
MELLON.

 

 

Name of entity where books and records are kept:
 CALLAN LLC

 

Number and Street 1: 
1900 16TH STREET

Number and Street 2: 
SUITE 1175

City: 
DENVER

State: 
Colorado

Country: 
United States

ZIP+4/Postal Code: 
80202-1115

 

If this address is a private residence, check this box:   

 

Telephone Number:   
303-861-1900

Facsimile number, if any: 
303-832-8230

 

This is (check one): 

 one of your branch offices or affiliates. 

 a third-party unaffiliated recordkeeper. 

 other.

 

Briefly describe the books and records kept at this location. 
CLIENT FILES AND RFP RESPONSES
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Name of entity where books and records are kept:
 CALLAN LLC

 

Number and Street 1: 
300 GALLERIA PARKWAY

Number and Street 2: 
SUITE 950

City: 
ATLANTA

State: 
Georgia

Country: 
United States

ZIP+4/Postal Code: 
30339-3153

 

If this address is a private residence, check this box:   

 

Telephone Number:   
770-618-2140

Facsimile number, if any: 
770-618-2141

 

This is (check one): 

 one of your branch offices or affiliates. 

 a third-party unaffiliated recordkeeper. 

 other.

 

Briefly describe the books and records kept at this location. 
CLIENT FILES AND RFP RESPONSES

 

 

Name of entity where books and records are kept:
 CALLAN LLC

 

Number and Street 1: 
120 N. LA SALLE STREET

Number and Street 2: 
SUITE 2400

City: 
CHICAGO

State: 
Illinois

Country: 
United States

ZIP+4/Postal Code: 
60602-2424

 

If this address is a private residence, check this box:   

 

Telephone Number:   
312-346-3536

Facsimile number, if any: 
312-346-1356

 

This is (check one): 

 one of your branch offices or affiliates. 

 a third-party unaffiliated recordkeeper. 

 other.

 

Briefly describe the books and records kept at this location. 
CLIENT FILES AND RFP RESPONSES

 

 

Name of entity where books and records are kept:
 CALLAN LLC

 

Number and Street 1: 
1 DEFOREST AVENUE

Number and Street 2: 
SUITE 101

City: State: Country: ZIP+4/Postal Code: 
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SUMMIT New Jersey United States 07901

 

If this address is a private residence, check this box:   

 

Telephone Number:   
908-522-3880

Facsimile number, if any: 
908-277-1503

 

This is (check one): 

 one of your branch offices or affiliates. 

 a third-party unaffiliated recordkeeper. 

 other.

 

Briefly describe the books and records kept at this location. 
CLIENT FILES AND RFP RESPONSES

 

 

SECTION 1.M. Registration with Foreign Financial Regulatory Authorities

No Information Filed

 



9/26/2018 IARD - All Sections [User Name: rsangalang, OrgID: 107687]

https://crd.finra.org/Iad/Content/PrintHist/Adv/Sections/crd_iad_AdvAllSections.aspx?RefNum=&viewChanges=N&FLNG_PK=1242747 11/52

Item 2 SEC Registration/Reporting

Responses to this Item help us (and you) determine whether you are eligible to register with the SEC. Complete this Item 2.A. only if
you are applying for SEC registration or submitting an annual updating amendment to your SEC registration. If you are filing an
umbrella registration, the information in Item 2 should be provided for the filing adviser only.

A.  To register (or remain registered) with the SEC, you must check at least one of the Items 2.A.(1) through 2.A.(12), below. If
you are submitting an annual updating amendment to your SEC registration and you are no longer eligible to register with the
SEC, check Item 2.A.(13). Part 1A Instruction 2 provides information to help you determine whether you may affirmatively
respond to each of these items.

You (the adviser):

  (1) are a large advisory firm that either:

(a) has regulatory assets under management of $100 million (in U.S. dollars) or more; or

(b) has regulatory assets under management of $90 million (in U.S. dollars) or more at the time of filing its most
recent annual updating amendment and is registered with the SEC;

(2) are a mid-sized advisory firm that has regulatory assets under management of $25 million (in U.S. dollars) or
more but less than $100 million (in U.S. dollars) and you are either:

(a) not required to be registered as an adviser with the state securities authority of the state where you maintain
your principal office and place of business; or

(b) not subject to examination by the state securities authority of the state where you maintain your principal office
and place of business;

Click HERE for a list of states in which an investment adviser, if registered, would not be subject to examination
by the state securities authority.

 (3) Reserved

(4) have your principal office and place of business outside the United States;

(5) are an investment adviser (or subadviser) to an investment company registered under the Investment
Company Act of 1940;

(6) are an investment adviser to a company which has elected to be a business development company
pursuant to section 54 of the Investment Company Act of 1940 and has not withdrawn the election, and you have at
least $25 million of regulatory assets under management;

(7) are a pension consultant with respect to assets of plans having an aggregate value of at least $200,000,000 that
qualifies for the exemption in rule 203A-2(a);

(8) are a related adviser under rule 203A-2(b) that controls, is controlled by, or is under common control with, an
investment adviser that is registered with the SEC, and your principal office and place of business is the same as the
registered adviser;

If you check this box, complete Section 2.A.(8) of Schedule D.

(9) are an adviser relying on rule 203A-2(c) because you expect to be eligible for SEC registration within 120
days;

If you check this box, complete Section 2.A.(9) of Schedule D.

(10) are a multi-state adviser that is required to register in 15 or more states and is relying on rule 203A-2(d);

If you check this box, complete Section 2.A.(10) of Schedule D.

(11) are an Internet adviser relying on rule 203A-2(e);

(12) have received an SEC order exempting you from the prohibition against registration with the SEC;

If you check this box, complete Section 2.A.(12) of Schedule D.

(13) are no longer eligible to remain registered with the SEC.

 

State Securities Authority Notice Filings and State Reporting by Exempt Reporting Advisers

C.  Under state laws, SEC-registered advisers may be required to provide to state securities authorities a copy of the Form ADV
and any amendments they file with the SEC. These are called notice filings. In addition, exempt reporting advisers may be
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required to provide state securities authorities with a copy of reports and any amendments they file with the SEC. If this is an
initial application or report, check the box(es) next to the state(s) that you would like to receive notice of this and all
subsequent filings or reports you submit to the SEC. If this is an amendment to direct your notice filings or reports to additional
state(s), check the box(es) next to the state(s) that you would like to receive notice of this and all subsequent filings or reports
you submit to the SEC. If this is an amendment to your registration to stop your notice filings or reports from going to state(s)
that currently receive them, uncheck the box(es) next to those state(s).

 

Jurisdictions

AL

AK

AZ

AR

CA

CO

CT

DE

DC

FL

GA

GU

HI

ID

IL

IN

IA

KS

KY

LA

ME

MD

MA

MI

MN

MS

MO

MT

NE

NV

NH

NJ

NM

NY

NC

ND

OH

OK

OR

PA

PR

RI

SC

SD

TN

TX

UT

VT

VI

VA

WA

WV

WI

WY

 

If you are amending your registration to stop your notice filings or reports from going to a state that currently receives them
and you do not want to pay that state's notice filing or report filing fee for the coming year, your amendment must be filed
before the end of the year (December 31).

 

 
SECTION 2.A.(8) Related Adviser

If you are relying on the exemption in rule 203A-2(b) from the prohibition on registration because you control, are controlled by, or
are under common control with an investment adviser that is registered with the SEC and your principal office and place of business
is the same as that of the registered adviser, provide the following information:

 

Name of Registered Investment Adviser 

 

CRD Number of Registered Investment Adviser 
 

 

SEC Number of Registered Investment Adviser 
-  

 

 
SECTION 2.A.(9) Investment Adviser Expecting to be Eligible for Commission Registration within 120 Days

If you are relying on rule 203A-2(c), the exemption from the prohibition on registration available to an adviser that expects to be
eligible for SEC registration within 120 days, you are required to make certain representations about your eligibility for SEC
registration. By checking the appropriate boxes, you will be deemed to have made the required representations. You must make
both of these representations:

I am not registered or required to be registered with the SEC or a state securities authority and I have a reasonable expectation
that I will be eligible to register with the SEC within 120 days after the date my registration with the SEC becomes effective.

I undertake to withdraw from SEC registration if, on the 120th day after my registration with the SEC becomes effective, I would
be prohibited by Section 203A(a) of the Advisers Act from registering with the SEC.

 

 
SECTION 2.A.(10) Multi-State Adviser
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If you are relying on rule 203A-2(d), the multi-state adviser exemption from the prohibition on registration, you are required to
make certain representations about your eligibility for SEC registration. By checking the appropriate boxes, you will be deemed to
have made the required representations. 

  

If you are applying for registration as an investment adviser with the SEC, you must make both of these representations:

I have reviewed the applicable state and federal laws and have concluded that I am required by the laws of 15 or more states to
register as an investment adviser with the state securities authorities in those states.

I undertake to withdraw from SEC registration if I file an amendment to this registration indicating that I would be required by
the laws of fewer than 15 states to register as an investment adviser with the state securities authorities of those states.

  

If you are submitting your annual updating amendment, you must make this representation:

Within 90 days prior to the date of filing this amendment, I have reviewed the applicable state and federal laws and have
concluded that I am required by the laws of at least 15 states to register as an investment adviser with the state securities
authorities in those states.

 

 
SECTION 2.A.(12) SEC Exemptive Order

If you are relying upon an SEC order exempting you from the prohibition on registration, provide the following information:

 

Application Number:

803-

 

Date of order:
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Item 3 Form of Organization
If you are filing an umbrella registration, the information in Item 3 should be provided for the filing adviser only.

A.  How are you organized? 

Corporation

Sole Proprietorship

Limited Liability Partnership (LLP)

Partnership

Limited Liability Company (LLC)

Limited Partnership (LP)

Other (specify):  

 
If you are changing your response to this Item, see Part 1A Instruction 4.

 

B. In what month does your fiscal year end each year? 
DECEMBER

 

C. Under the laws of what state or country are you organized? 

State Country

California United States

 
If you are a partnership, provide the name of the state or country under whose laws your partnership was formed. If you are a
sole proprietor, provide the name of the state or country where you reside. 
 
If you are changing your response to this Item, see Part 1A Instruction 4. 
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Item 4 Successions

Yes No

A.  Are you, at the time of this filing, succeeding to the business of a registered investment adviser, including, for
example, a change of your structure or legal status (e.g., form of organization or state of incorporation)?

 

If "yes", complete Item 4.B. and Section 4 of Schedule D.

 

B. Date of Succession: (MM/DD/YYYY)

 

If you have already reported this succession on a previous Form ADV filing, do not report the succession again. Instead, check
"No." See Part 1A Instruction 4.

 

 

SECTION 4 Successions

No Information Filed

 



9/26/2018 IARD - All Sections [User Name: rsangalang, OrgID: 107687]

https://crd.finra.org/Iad/Content/PrintHist/Adv/Sections/crd_iad_AdvAllSections.aspx?RefNum=&viewChanges=N&FLNG_PK=1242747 16/52

Item 5 Information About Your Advisory Business - Employees, Clients, and Compensation

Responses to this Item help us understand your business, assist us in preparing for on-site examinations, and provide us with data we
use when making regulatory policy. Part 1A Instruction 5.a. provides additional guidance to newly formed advisers for completing this
Item 5.

Employees

 

If you are organized as a sole proprietorship, include yourself as an employee in your responses to Item 5.A. and Items 5.B.(1), (2),
(3), (4), and (5). If an employee performs more than one function, you should count that employee in each of your responses to
Items 5.B.(1), (2), (3), (4), and (5).

 

A.  Approximately how many employees do you have? Include full- and part-time employees but do not include any clerical workers.

183

 

B. (1)  Approximately how many of the employees reported in 5.A. perform investment advisory functions (including research)?

162

(2) Approximately how many of the employees reported in 5.A. are registered representatives of a broker-dealer?

0

(3) Approximately how many of the employees reported in 5.A. are registered with one or more state securities authorities as
investment adviser representatives?

0

(4) Approximately how many of the employees reported in 5.A. are registered with one or more state securities authorities as
investment adviser representatives for an investment adviser other than you?

0

(5) Approximately how many of the employees reported in 5.A. are licensed agents of an insurance company or agency?

0

(6) Approximately how many firms or other persons solicit advisory clients on your behalf?

1

 

In your response to Item 5.B.(6), do not count any of your employees and count a firm only once – do not count each of the
firm's employees that solicit on your behalf.

 

Clients

 

In your responses to Items 5.C. and 5.D. do not include as "clients" the investors in a private fund you advise, unless you have a
separate advisory relationship with those investors.

 

C. (1) To approximately how many clients for whom you do not have regulatory assets under management did you provide
investment advisory services during your most recently completed fiscal year?

663

(2) Approximately what percentage of your clients are non-United States persons?

0%

 

D. For purposes of this Item 5.D., the category "individuals" includes trusts, estates, and 401(k) plans and IRAs of individuals and
their family members, but does not include businesses organized as sole proprietorships.

 The category "business development companies" consists of companies that have made an election pursuant to section 54 of the
Investment Company Act of 1940. Unless you provide advisory services pursuant to an investment advisory contract to an
investment company registered under the Investment Company Act of 1940, do not answer (d)(1) or (d)(3) below. 

  
Indicate the approximate number of your clients and amount of your total regulatory assets under management (reported in
Item 5.F. below) attributable to each of the following type of client. If you have fewer than 5 clients in a particular category
(other than (d), (e), and (f)) you may check Item 5.D.(2) rather than respond to Item 5.D.(1). 

  
The aggregate amount of regulatory assets under management reported in Item 5.D.(3) should equal the total amount of
regulatory assets under management reported in Item 5.F.(2)(c) below. 
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If a client fits into more than one category, select one category that most accurately represents the client to avoid double
counting clients and assets. If you advise a registered investment company, business development company, or pooled
investment vehicle, report those assets in categories (d), (e), and (f) as applicable.

 

Type of Client
(1) Number
of Client(s)

(2) Fewer
than 5
Clients

(3) Amount of Regulatory
Assets under Management

(a) Individuals (other than high net worth individuals) 0 $ 0

(b) High net worth individuals 4 $ 0

(c) Banking or thrift institutions 0 $ 0

(d) Investment companies 1  $ 7,282,462,900

(e) Business development companies 0  $ 0

(f) Pooled investment vehicles (other than investment
companies and business development companies)

6  $ 15,123,171,822

(g) Pension and profit sharing plans (but not the plan
participants or government pension plans)

185 $ 2,837,706,795

(h) Charitable organizations 51 $ 586,110,016

(i) State or municipal government entities (including
government pension plans)

118 $ 0

(j) Other investment advisers 37 $ 0

(k) Insurance companies 6 $ 0

(l) Sovereign wealth funds and foreign official institutions 3 $ 0

(m) Corporations or other businesses not listed above 252 $ 0

(n) Other:  0 $ 0

 

Compensation Arrangements

E. You are compensated for your investment advisory services by (check all that apply):

  (1)   A percentage of assets under your management
(2) Hourly charges
(3) Subscription fees (for a newsletter or periodical)
(4) Fixed fees (other than subscription fees)
(5) Commissions
(6) Performance-based fees
(7) Other (specify): A PERCENTAGE OF ASSETS ON WHICH WE CONSULT

 

 
Item 5 Information About Your Advisory Business - Regulatory Assets Under Management

Regulatory Assets Under Management

Yes No

F.  (1) Do you provide continuous and regular supervisory or management services to securities portfolios? 

(2) If yes, what is the amount of your regulatory assets under management and total number of accounts?
 

U.S. Dollar Amount Total Number of Accounts

Discretionary: (a) $ 25,829,451,533 (d) 11

Non-Discretionary: (b) $ 0 (e) 0

Total: (c) $ 25,829,451,533 (f) 11

 

Part 1A Instruction 5.b. explains how to calculate your regulatory assets under management. You must follow these
instructions carefully when completing this Item.

 

(3) What is the approximate amount of your total regulatory assets under management (reported in Item 5.F.(2)(c) above)
attributable to clients who are non-United States persons? 
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$

 
Item 5 Information About Your Advisory Business - Advisory Activities

Advisory Activities

G.  What type(s) of advisory services do you provide? Check all that apply.

  (1)   Financial planning services
(2) Portfolio management for individuals and/or small businesses
(3) Portfolio management for investment companies (as well as "business development companies" that have made an

election pursuant to section 54 of the Investment Company Act of 1940)
(4) Portfolio management for pooled investment vehicles (other than investment companies)
(5) Portfolio management for businesses (other than small businesses) or institutional clients (other than registered

investment companies and other pooled investment vehicles)
(6) Pension consulting services
(7) Selection of other advisers (including private fund managers)
(8) Publication of periodicals or newsletters
(9) Security ratings or pricing services
(10) Market timing services
(11) Educational seminars/workshops
(12) Other(specify): INVESTMENT & ASSET MANAGEMENT CONSULTING AND EDUCATION

 

Do not check Item 5.G.(3) unless you provide advisory services pursuant to an investment advisory contract to an investment
company registered under the Investment Company Act of 1940, including as a subadviser. If you check Item 5.G.(3), report
the 811 or 814 number of the investment company or investment companies to which you provide advice in Section 5.G.(3) of
Schedule D. 
 

H. If you provide financial planning services, to how many clients did you provide these services during your last fiscal year?

 0

1 - 10

11 - 25

26 - 50

51 - 100

101 - 250

251 - 500

More than 500

If more than 500, how many?
 (round to the nearest 500)

 
 

In your responses to this Item 5.H., do not include as "clients" the investors in a private fund you advise, unless you have a
separate advisory relationship with those investors. 
 

Yes No

I. (1) Do you participate in a wrap fee program?

(2) If you participate in a wrap fee program, what is the amount of your regulatory assets under management attributable to
acting as:

(a) sponsor to a wrap fee program 
     $
(b) portfolio manager for a wrap fee program? 
     $
(c) sponsor to and portfolio manager for the same wrap fee program? 
     $ 
 

If you report an amount in Item 5.I.(2)(c), do not report that amount in Item 5.I.(2)(a) or Item 5.I.(2)(b). 
 

If you are a portfolio manager for a wrap fee program, list the names of the programs, their sponsors and related information in
Section 5.I.(2) of Schedule D. 
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If your involvement in a wrap fee program is limited to recommending wrap fee programs to your clients, or you advise a
mutual fund that is offered through a wrap fee program, do not check Item 5.I.(1) or enter any amounts in response to Item
5.I.(2). 

Yes No

J. (1) In response to Item 4.B. of Part 2A of Form ADV, do you indicate that you provide investment advice only with
respect to limited types of investments?

(2) Do you report client assets in Item 4.E. of Part 2A that are computed using a different method than the method
used to compute your regulatory assets under management?

 
K.

 
Separately Managed Account Clients

Yes No

(1) Do you have regulatory assets under management attributable to clients other than those listed in Item 5.D.(3)
(d)-(f) (separately managed account clients)?

  
If yes, complete Section 5.K.(1) of Schedule D.

  
(2) Do you engage in borrowing transactions on behalf of any of the separately managed account clients that you
advise?

  

If yes, complete Section 5.K.(2) of Schedule D.

  
(3) Do you engage in derivative transactions on behalf of any of the separately managed account clients that you
advise?

  

If yes, complete Section 5.K.(2) of Schedule D.

  
(4) After subtracting the amounts in Item 5.D.(3)(d)-(f) above from your total regulatory assets under management,
does any custodian hold ten percent or more of this remaining amount of regulatory assets under management?

  

If yes, complete Section 5.K.(3) of Schedule D for each custodian.

 

 

SECTION 5.G.(3) Advisers to Registered Investment Companies and Business Development Companies

If you check Item 5.G.(3), what is the SEC file number (811 or 814 number) of each of the registered investment companies and
business development companies to which you act as an adviser pursuant to an advisory contract? You must complete a separate
Schedule D Section 5.G.(3) for each registered investment company and business development company to which you act as an
adviser.

 

SEC File Number 
811 - 22838

 

Provide the regulatory assets under management of all parallel managed accounts related to a registered investment company (or
series thereof) or business development company that you advise. 
 

No Information Filed
 

 
 

 

SECTION 5.I.(2) Wrap Fee Programs

No Information Filed

 
SECTION 5.K.(1) Separately Managed Accounts

After subtracting the amounts reported in Item 5.D.(3)(d)-(f) from your total regulatory assets under management, indicate the
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approximate percentage of this remaining amount attributable to each of the following categories of assets. If the remaining amount
is at least $10 billion in regulatory assets under management, complete Question (a). If the remaining amount is less than $10 billion
in regulatory assets under management, complete Question (b). 
 
Any regulatory assets under management reported in Item 5.D.(3)(d), (e), and (f) should not be reported below. 
 
If you are a subadviser to a separately managed account, you should only provide information with respect to the portion of the
account that you subadvise. 
 
End of year refers to the date used to calculate your regulatory assets under management for purposes of your annual updating
amendment . Mid-year is the date six months before the end of year date. Each column should add up to 100% and numbers should
be rounded to the nearest percent. 
 
Investments in derivatives, registered investment companies, business development companies, and pooled investment vehicles
should be reported in those categories. Do not report those investments based on related or underlying portfolio assets. Cash
equivalents include bank deposits, certificates of deposit, bankers' acceptances and similar bank instruments. 
 
Some assets could be classified into more than one category or require discretion about which category applies. You may use your
own internal methodologies and the conventions of your service providers in determining how to categorize assets, so long as the
methodologies or conventions are consistently applied and consistent with information you report internally and to current and
prospective clients. However, you should not double count assets, and your responses must be consistent with any instructions or
other guidance relating to this Section.

 

(a) Asset Type Mid-year End of
year

(i) Exchange-Traded Equity Securities % %

(ii) Non Exchange-Traded Equity Securities % %

(iii) U.S. Government/Agency Bonds % %

(iv) U.S. State and Local Bonds % %

(v) Sovereign Bonds % %

(vi) Investment Grade Corporate Bonds % %

(vii) Non-Investment Grade Corporate Bonds % %

(viii) Derivatives % %

(ix) Securities Issued by Registered Investment Companies or Business Development Companies % %

(x) Securities Issued by Pooled Investment Vehicles (other than Registered Investment Companies
or Business Development Companies)

% %

(xi) Cash and Cash Equivalents % %

(xii) Other % %

Generally describe any assets included in "Other"
 

 

 

 

(b) Asset Type End of
year

(i) Exchange-Traded Equity Securities 0 %

(ii) Non Exchange-Traded Equity Securities 0 %

(iii) U.S. Government/Agency Bonds 0 %

(iv) U.S. State and Local Bonds 0 %

(v) Sovereign Bonds 0 %

(vi) Investment Grade Corporate Bonds 0 %

(vii) Non-Investment Grade Corporate Bonds 0 %

(viii) Derivatives 0 %

(ix) Securities Issued by Registered Investment Companies or Business Development Companies 0 %

(x) Securities Issued by Pooled Investment Vehicles (other than Registered Investment Companies or Business
Development Companies)

0 %
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(xi) Cash and Cash Equivalents 0 %

(xii) Other 100 %

Generally describe any assets included in "Other"
 THE RAUM REFERENCED IN ITEM 5.D (G)-(H) RELATE TO TWO FOUNDATIONS AND TWO PENSION/PROFIT SHARING PLANS

FOR WHICH WE PROVIDE DISCRETIONARY CONSULTING.

 

 
SECTION 5.K.(2) Separately Managed Accounts - Use of Borrowingsand Derivatives

 

 

 No information is required to be reported in this Section 5.K.(2) per the instructions of this Section 5.K.(2)

 

 

If your regulatory assets under management attributable to separately managed accounts are at least $10 billion, you should
complete Question (a). If your regulatory assets under management attributable to separately managed accounts are at least $500
million but less than $10 billion, you should complete Question (b).

 

(a) In the table below, provide the following information regarding the separately managed accounts you advise. If you are a
subadviser to a separately managed account, you should only provide information with respect to the portion of the account that
you subadvise. End of year refers to the date used to calculate your regulatory assets under management for purposes of your
annual updating amendment. Mid-year is the date six months before the end of year date. 
 
In column 1, indicate the regulatory assets under management attributable to separately managed accounts associated with
each level of gross notional exposure. For purposes of this table, the gross notional exposure of an account is the percentage
obtained by dividing (i) the sum of (a) the dollar amount of any borrowings and (b) the gross notional value of all derivatives, by
(ii) the regulatory assets under management of the account. 
 
In column 2, provide the dollar amount of borrowings for the accounts included in column 1. 
 
In column 3, provide aggregate gross notional value of derivatives divided by the aggregate regulatory assets under
management of the accounts included in column 1 with respect to each category of derivatives specified in 3(a) through (f). 
 
You may, but are not required to, complete the table with respect to any separately managed account with regulatory assets
under management of less than $10,000,000. 
 
Any regulatory assets under management reported in Item 5.D.(3)(d), (e), and (f) should not be reported below.

 

(i) Mid-Year

 

 

Gross Notional
Exposure

(1)
Regulatory

Assets
Under

Management
(2)

Borrowings (3) Derivative Exposures

(a)
Interest

Rate
Derivative

(b)
Foreign

Exchange
Derivative

(c) Credit
Derivative

(d) Equity
Derivative

(e) Commodity
Derivative

(f) Other
Derivative

Less than 10% $ $ % % % % % %

10-149% $ $ % % % % % %

150% or more $ $ % % % % % %

 

 Optional: Use the space below to provide a narrative description of the strategies and/or manner in which borrowings and
derivatives are used in the management of the separately managed accounts that you advise. 

 

(ii) End of Year
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Gross Notional
Exposure

(1)
Regulatory

Assets
Under

Management
(2)

Borrowings (3) Derivative Exposures

(a)
Interest

Rate
Derivative

(b)
Foreign

Exchange
Derivative

(c) Credit
Derivative

(d) Equity
Derivative

(e) Commodity
Derivative

(f) Other
Derivative

Less than 10% $ $ % % % % % %

10-149% $ $ % % % % % %

150% or more $ $ % % % % % %

 

 Optional: Use the space below to provide a narrative description of the strategies and/or manner in which borrowings and
derivatives are used in the management of the separately managed accounts that you advise. 

 

(b) In the table below, provide the following information regarding the separately managed accounts you advise as of the date used
to calculate your regulatory assets under management for purposes of your annual updating amendment. If you are a subadviser
to a separately managed account, you should only provide information with respect to the portion of the account that you
subadvise. 
 
In column 1, indicate the regulatory assets under management attributable to separately managed accounts associated with
each level of gross notional exposure. For purposes of this table, the gross notional exposure of an account is the percentage
obtained by dividing (i) the sum of (a) the dollar amount of any borrowings and (b) the gross notional value of all derivatives, by
(ii) the regulatory assets under management of the account. 
 
In column 2, provide the dollar amount of borrowings for the accounts included in column 1. 
 
You may, but are not required to, complete the table with respect to any separately managed accounts with regulatory assets
under management of less than $10,000,000. 
 
Any regulatory assets under management reported in Item 5.D.(3)(d), (e), and (f) should not be reported below. 
 

 

 Gross Notional Exposure (1) Regulatory Assets Under Management (2) Borrowings

Less than 10% $ $

10-149% $ $

150% or more $ $

 

 Optional: Use the space below to provide a narrative description of the strategies and/or manner in which borrowings and
derivatives are used in the management of the separately managed accounts that you advise. 

 

 

SECTION 5.K.(3) Custodians for Separately Managed Accounts

No Information Filed
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Item 6 Other Business Activities

In this Item, we request information about your firm's other business activities.

A.  You are actively engaged in business as a (check all that apply):

  (1)   broker-dealer (registered or unregistered)
(2) registered representative of a broker-dealer
(3) commodity pool operator or commodity trading advisor (whether registered or exempt from registration)
(4) futures commission merchant
(5) real estate broker, dealer, or agent
(6) insurance broker or agent
(7) bank (including a separately identifiable department or division of a bank)
(8) trust company
(9) registered municipal advisor
(10) registered security-based swap dealer
(11) major security-based swap participant
(12) accountant or accounting firm
(13) lawyer or law firm
(14) other financial product salesperson (specify): 

 

If you engage in other business using a name that is different from the names reported in Items 1.A. or 1.B.(1), complete
Section 6.A. of Schedule D.

Yes No

B. (1)  Are you actively engaged in any other business not listed in Item 6.A. (other than giving investment advice)?

(2) If yes, is this other business your primary business?

If "yes," describe this other business on Section 6.B.(2) of Schedule D, and if you engage in this business under a
different name, provide that name.

Yes No

(3) Do you sell products or provide services other than investment advice to your advisory clients? 
 

If "yes," describe this other business on Section 6.B.(3) of Schedule D, and if you engage in this business under a
different name, provide that name.

  

 

SECTION 6.A. Names of Your Other Businesses

No Information Filed

 
SECTION 6.B.(2) Description of Primary Business

Describe your primary business (not your investment advisory business):

 

If you engage in that business under a different name, provide that name:

 

 
SECTION 6.B.(3) Description of Other Products and Services

Describe other products or services you sell to your client. You may omit products and services that you listed in Section 6.B.(2)
above. 

 

If you engage in that business under a different name, provide that name:
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Item 7 Financial Industry Affiliations

In this Item, we request information about your financial industry affiliations and activities. This information identifies areas in which
conflicts of interest may occur between you and your clients.

A.  This part of Item 7 requires you to provide information about you and your related persons, including foreign affiliates. Your
related persons are all of your advisory affiliates and any person that is under common control with you.

  You have a related person that is a (check all that apply):

  (1)   broker-dealer, municipal securities dealer, or government securities broker or dealer (registered or unregistered)
(2) other investment adviser (including financial planners)
(3) registered municipal advisor
(4) registered security-based swap dealer
(5) major security-based swap participant
(6) commodity pool operator or commodity trading advisor (whether registered or exempt from registration)
(7) futures commission merchant
(8) banking or thrift institution
(9) trust company
(10) accountant or accounting firm
(11) lawyer or law firm
(12) insurance company or agency
(13) pension consultant
(14) real estate broker or dealer
(15) sponsor or syndicator of limited partnerships (or equivalent), excluding pooled investment vehicles
(16) sponsor, general partner, managing member (or equivalent) of pooled investment vehicles

 
Note that Item 7.A. should not be used to disclose that some of your employees perform investment advisory functions or are
registered representatives of a broker-dealer. The number of your firm's employees who perform investment advisory
functions should be disclosed under Item 5.B.(1). The number of your firm's employees who are registered representatives of
a broker-dealer should be disclosed under Item 5.B.(2). 
 
Note that if you are filing an umbrella registration, you should not check Item 7.A.(2) with respect to your relying advisers,
and you do not have to complete Section 7.A. in Schedule D for your relying advisers. You should complete a Schedule R for
each relying adviser. 
 
For each related person, including foreign affiliates that may not be registered or required to be registered in the United
States, complete Section 7.A. of Schedule D. 
 
You do not need to complete Section 7.A. of Schedule D for any related person if: (1) you have no business dealings with the
related person in connection with advisory services you provide to your clients; (2) you do not conduct shared operations with
the related person; (3) you do not refer clients or business to the related person, and the related person does not refer
prospective clients or business to you; (4) you do not share supervised persons or premises with the related person; and (5)
you have no reason to believe that your relationship with the related person otherwise creates a conflict of interest with your
clients. 
 
You must complete Section 7.A. of Schedule D for each related person acting as qualified custodian in connection with advisory
services you provide to your clients (other than any mutual fund transfer agent pursuant to rule 206(4)-2(b)(1)), regardless of
whether you have determined the related person to be operationally independent under rule 206(4)-2 of the Advisers Act.

 

SECTION 7.A. Financial Industry Affiliations

No Information Filed

 
Item 7 Private Fund Reporting

Yes No

B. Are you an adviser to any private fund? 
 

If "yes," then for each private fund that you advise, you must complete a Section 7.B.(1) of Schedule D, except in certain
circumstances described in the next sentence and in Instruction 6 of the Instructions to Part 1A. If you are registered or applying
for registration with the SEC or reporting as an SEC exempt reporting adviser, and another SEC-registered adviser or SEC exempt
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reporting adviser reports this information with respect to any such private fund in Section 7.B.(1) of Schedule D of its Form ADV
(e.g., if you are a subadviser), do not complete Section 7.B.(1) of Schedule D with respect to that private fund. You must, instead,
complete Section 7.B.(2) of Schedule D. 
 
In either case, if you seek to preserve the anonymity of a private fund client by maintaining its identity in your books and records
in numerical or alphabetical code, or similar designation, pursuant to rule 204-2(d), you may identify the private fund in Section
7.B.(1) or 7.B.(2) of Schedule D using the same code or designation in place of the fund's name. 
 

 

SECTION 7.B.(1) Private Fund Reporting

 

A. PRIVATE FUND

 

Information About the Private Fund

 

1. (a) Name of the private fund:

  DIVERSIFIED ALPHA GROUP TRUST

 (b) Private fund identification number: 
(include the "805-" prefix also)

  805-1186792519

  

 

2. Under the laws of what state or country is the private fund organized:

  State: 
Pennsylvania

Country: 
United States

  

 

3. (a) Name(s) of General Partner, Manager, Trustee, or Directors (or persons serving in a similar capacity):

 Name of General Partner, Manager, Trustee, or Director

CALLAN LLC

 

 (b) If filing an umbrella registration, identify the filing adviser and/or relying adviser(s) that sponsor(s) or manage(s) this
private fund.

 No Information Filed

 

4. The private fund (check all that apply; you must check at least one):

    (1) qualifies for the exclusion from the definition of investment company under section 3(c)(1) of the Investment
Company Act of 1940

    (2) qualifies for the exclusion from the definition of investment company under section 3(c)(7) of the Investment
Company Act of 1940

 

5. List the name and country, in English, of each foreign financial regulatory authority with which the private fund is
registered.

 No Information Filed

  Yes No

6. (a) Is this a "master fund" in a master-feeder arrangement?

 (b) If yes, what is the name and private fund identification number (if any) of the feeder funds investing in this private
fund?

 No Information Filed

 

  Yes No

 (c) Is this a "feeder fund" in a master-feeder arrangement?
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 (d) If yes, what is the name and private fund identification number (if any) of the master fund in which this private fund
invests?

  Name of private fund:

  

  Private fund identification number: 
(include the "805-" prefix also)

  

  

 NOTE: You must complete question 6 for each master-feeder arrangement regardless of whether you are filing a single
Schedule D, Section 7.B.(1) for the master-feeder arrangement or reporting on the funds separately.

 

7. If you are filing a single Schedule D, Section 7.B.(1) for a master-feeder arrangement according to the instructions to this
Section 7.B.(1), for each of the feeder funds answer the following questions:

 

No Information Filed

 

 

 NOTE: For purposes of questions 6 and 7, in a master-feeder arrangement, one or more funds ("feeder funds") invest all or
substantially all of their assets in a single fund ("master fund"). A fund would also be a "feeder fund" investing in a "master
fund" for purposes of this question if it issued multiple classes (or series) of shares or interests, and each class (or series)
invests substantially all of its assets in a single master fund.

  Yes No

8. (a) Is this private fund a "fund of funds"?

NOTE: For purposes of this question only, answer "yes" if the fund invests 10 percent or more of its total assets in other
pooled investment vehicles, regardless of whether they are also private funds or registered investment companies.

(b) If yes, does the private fund invest in funds managed by you or by a related person?

 

  Yes No

9. During your last fiscal year, did the private fund invest in securities issued by investment companies registered
under the Investment Company Act of 1940 (other than "money market funds," to the extent provided in
Instruction 6.e.)?

 

10. What type of fund is the private fund?

 hedge fund  liquidity fund  private equity fund  real estate fund  securitized asset fund  venture capital

fund  Other private fund: A COMMON TRUST FUND OF FUNDS DOMESTIC SMALL CAP PUBLICLY TRADED SECURITIES

 

NOTE: For definitions of these fund types, please see Instruction 6 of the Instructions to Part 1A.

 

11. Current gross asset value of the private fund:

$ 441,421,285

 

Ownership

 

12. Minimum investment commitment required of an investor in the private fund:

$ 50,000,000

NOTE: Report the amount routinely required of investors who are not your related persons (even if different from the
amount set forth in the organizational documents of the fund).

 

13. Approximate number of the private fund's beneficial owners:
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2

 

14. What is the approximate percentage of the private fund beneficially owned by you and your related persons:

0%

 

15. (a) What is the approximate percentage of the private fund beneficially owned (in the aggregate) by funds of funds:

0%

  Yes No

 (b) If the private fund qualifies for the exclusion from the definition of investment company under section 3(c)(1)
of the Investment Company Act of 1940, are sales of the fund limited to qualified clients?

 

16. What is the approximate percentage of the private fund beneficially owned by non-United States persons:

0%

 

Your Advisory Services

  Yes No

17. (a) Are you a subadviser to this private fund?

(b) If the answer to question 17.(a) is "yes," provide the name and SEC file number, if any, of the adviser of the private
fund. If the answer to question 17.(a) is "no," leave this question blank.

No Information Filed

  Yes No

18. (a) Do any investment advisers (other than the investment advisers listed in Section 7.B.(1).A.3.(b)) advise the
private fund?

(b) If the answer to question 18.(a) is "yes," provide the name and SEC file number, if any, of the other advisers to the
private fund. If the answer to question 18.(a) is "no," leave this question blank.

No Information Filed

  Yes No

19. Are your clients solicited to invest in the private fund?

 NOTE: For purposes of this question, do not consider feeder funds of the private fund.

 

20. Approximately what percentage of your clients has invested in the private fund?

0%

 

Private Offering

  Yes No

21. Has the private fund ever relied on an exemption from registration of its securities under Regulation D of the
Securities Act of 1933?

 

22. If yes, provide the private fund's Form D file number (if any):

 No Information Filed

 

B. SERVICE PROVIDERS

 

Auditors

  Yes No

23. (a) (1) Are the private fund's financial statements subject to an annual audit?

(2) If the answer to question 23.(a)(1) is "yes," are the financial statements prepared in accordance with U.S.
GAAP?

If the answer to question 23.(a)(1) is "yes," respond to questions (b) through (h) below. If the private fund uses more
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than one auditing firm, you must complete questions (b) through (f) separately for each auditing firm.

Additional Auditor Information : 1 Record(s) Filed.

If the answer to question 23.(a)(1) is "yes," respond to questions (b) through (h) below. If the private fund
uses more than one auditing firm, you must complete questions (b) through (f) separately for each auditing
firm.

 

(b) Name of the auditing firm:

 GRANT THORNTON LLP

 

(c) The location of the auditing firm's office responsible for the private fund's audit (city, state and country):  

City:
 NEW YORK

State:
 New York

Country:
 United States

 Yes No

(d) Is the auditing firm an independent public accountant?

 

(e) Is the auditing firm registered with the Public Company Accounting Oversight Board?

 

 If yes, Public Company Accounting Oversight Board-Assigned Number:

 248

 

(f) If "yes" to (e) above, is the auditing firm subject to regular inspection by the Public Company
Accounting Oversight Board in accordance with its rules?

 

  Yes No

(g) Are the private fund's audited financial statements for the most recently completed fiscal year distributed to
the private fund's investors?

(h) Do all of the reports prepared by the auditing firm for the private fund since your last annual updating amendment
contain unqualified opinions?

 Yes  No  Report Not Yet Received

If you check "Report Not Yet Received," you must promptly file an amendment to your Form ADV to update your
response when the report is available.

 

Prime Broker

  Yes No

24. (a) Does the private fund use one or more prime brokers?

If the answer to question 24.(a) is "yes," respond to questions (b) through (e) below for each prime broker the private
fund uses. If the private fund uses more than one prime broker, you must complete questions (b) through (e)
separately for each prime broker.

No Information Filed

 

 

Custodian

  Yes No

25. (a) Does the private fund use any custodians (including the prime brokers listed above) to hold some or all of its
assets?

If the answer to question 25.(a) is "yes," respond to questions (b) through (g) below for each custodian the private
fund uses. If the private fund uses more than one custodian, you must complete questions (b) through (g) separately
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for each custodian.

Additional Custodian Information : 1 Record(s) Filed.

 

If the answer to question 25.(a) is "yes," respond to questions (b) through g) below for each custodian the private
fund uses. If the private fund uses more than one custodian, you must complete questions (b) through (g)
separately for each custodian.

 

(b) Legal name of custodian: 
BNY MELLON

 

(c) Primary business name of custodian: 
BNY MELLON

 

(d) The location of the custodian's office responsible for custody of the private fund's assets (city, state and
country):

City:
 EVERETT

State:
 Massachusetts

Country:
 United States

 Yes No

(e) Is the custodian a related person of your firm?

 

(f) If the custodian is a broker-dealer, provide its SEC registration number (if any):

-    

 CRD Number (if any): 
   

 

(g) If the custodian is not a broker-dealer, or is a broker-dealer but does not have an SEC registration number,
provide its legal entity identifier (if any)

 

 

Administrator

  Yes No

26. (a) Does the private fund use an administrator other than your firm?

If the answer to question 26.(a) is "yes," respond to questions (b) through (f) below. If the private fund uses more
than one administrator, you must complete questions (b) through (f) separately for each administrator.

Additional Administrator Information : 1 Record(s) Filed.

 

If the answer to question 26.(a) is "yes," respond to questions (b) through (f) below. If the private fund uses
more than one administrator, you must complete questions (b) through (f) separately for each administrator.

 

(b) Name of administrator:

 BNY MELLON

 

(c) Location of administrator (city, state and country):  

City:
 EVERETT

State:
 Massachusetts

Country:
 United States

 Yes No

(d) Is the administrator a related person of your firm?
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(e) Does the administrator prepare and send investor account statements to the private fund's investors?

Yes (provided to all investors) Some (provided to some but not all investors) No (provided
to no investors)

 

(f) If the answer to question 26.(e) is "no" or "some," who sends the investor account statements to the (rest
of the) private fund's investors? If investor account statements are not sent to the (rest of the) private
fund's investors, respond "not applicable." 

 

 

27. During your last fiscal year, what percentage of the private fund's assets (by value) was valued by a person, such as an
administrator, that is not your related person?

100%

Include only those assets where (i) such person carried out the valuation procedure established for that asset, if any,
including obtaining any relevant quotes, and (ii) the valuation used for purposes of investor subscriptions, redemptions or
distributions, and fee calculations (including allocations) was the valuation determined by such person.

 

Marketers

  Yes No

28. (a) Does the private fund use the services of someone other than you or your employees for marketing
purposes?

You must answer "yes" whether the person acts as a placement agent, consultant, finder, introducer, municipal advisor
or other solicitor, or similar person. If the answer to question 28.(a) is "yes," respond to questions (b) through (g)
below for each such marketer the private fund uses. If the private fund uses more than one marketer you must
complete questions (b) through (g) separately for each marketer.

No Information Filed

 

A. PRIVATE FUND

 

Information About the Private Fund

 

1. (a) Name of the private fund:

  MICRO CAP VALUE FUND

 (b) Private fund identification number: 
(include the "805-" prefix also)

  805-8863264280

  

 

2. Under the laws of what state or country is the private fund organized:

  State: 
Delaware

Country: 
United States

  

 

3. (a) Name(s) of General Partner, Manager, Trustee, or Directors (or persons serving in a similar capacity):

 No Information Filed

 

 (b) If filing an umbrella registration, identify the filing adviser and/or relying adviser(s) that sponsor(s) or manage(s) this
private fund.

 No Information Filed
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4. The private fund (check all that apply; you must check at least one):

    (1) qualifies for the exclusion from the definition of investment company under section 3(c)(1) of the Investment
Company Act of 1940

    (2) qualifies for the exclusion from the definition of investment company under section 3(c)(7) of the Investment
Company Act of 1940

 

5. List the name and country, in English, of each foreign financial regulatory authority with which the private fund is
registered.

 No Information Filed

  Yes No

6. (a) Is this a "master fund" in a master-feeder arrangement?

 (b) If yes, what is the name and private fund identification number (if any) of the feeder funds investing in this private
fund?

 No Information Filed

 

  Yes No

 (c) Is this a "feeder fund" in a master-feeder arrangement?

 (d) If yes, what is the name and private fund identification number (if any) of the master fund in which this private fund
invests?

  Name of private fund:

  

  Private fund identification number: 
(include the "805-" prefix also)

  

  

 NOTE: You must complete question 6 for each master-feeder arrangement regardless of whether you are filing a single
Schedule D, Section 7.B.(1) for the master-feeder arrangement or reporting on the funds separately.

 

7. If you are filing a single Schedule D, Section 7.B.(1) for a master-feeder arrangement according to the instructions to this
Section 7.B.(1), for each of the feeder funds answer the following questions:

 

No Information Filed

 

 

 NOTE: For purposes of questions 6 and 7, in a master-feeder arrangement, one or more funds ("feeder funds") invest all or
substantially all of their assets in a single fund ("master fund"). A fund would also be a "feeder fund" investing in a "master
fund" for purposes of this question if it issued multiple classes (or series) of shares or interests, and each class (or series)
invests substantially all of its assets in a single master fund.

  Yes No

8. (a) Is this private fund a "fund of funds"?

NOTE: For purposes of this question only, answer "yes" if the fund invests 10 percent or more of its total assets in other
pooled investment vehicles, regardless of whether they are also private funds or registered investment companies.

(b) If yes, does the private fund invest in funds managed by you or by a related person?

 

  Yes No

9. During your last fiscal year, did the private fund invest in securities issued by investment companies registered
under the Investment Company Act of 1940 (other than "money market funds," to the extent provided in
Instruction 6.e.)?

 

10. What type of fund is the private fund?
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 hedge fund  liquidity fund  private equity fund  real estate fund  securitized asset fund  venture capital

fund  Other private fund: A DELAWARE STATUTORY TRUST OF PUBLICLY TRADED EQUITY SECURITIES.

 

NOTE: For definitions of these fund types, please see Instruction 6 of the Instructions to Part 1A.

 

11. Current gross asset value of the private fund:

$ 186,886,625

 

Ownership

 

12. Minimum investment commitment required of an investor in the private fund:

$ 25,000,000

NOTE: Report the amount routinely required of investors who are not your related persons (even if different from the
amount set forth in the organizational documents of the fund).

 

13. Approximate number of the private fund's beneficial owners:

1

 

14. What is the approximate percentage of the private fund beneficially owned by you and your related persons:

0%

 

15. (a) What is the approximate percentage of the private fund beneficially owned (in the aggregate) by funds of funds:

0%

  Yes No

 (b) If the private fund qualifies for the exclusion from the definition of investment company under section 3(c)(1)
of the Investment Company Act of 1940, are sales of the fund limited to qualified clients?

 

16. What is the approximate percentage of the private fund beneficially owned by non-United States persons:

0%

 

Your Advisory Services

  Yes No

17. (a) Are you a subadviser to this private fund?

(b) If the answer to question 17.(a) is "yes," provide the name and SEC file number, if any, of the adviser of the private
fund. If the answer to question 17.(a) is "no," leave this question blank.

No Information Filed

  Yes No

18. (a) Do any investment advisers (other than the investment advisers listed in Section 7.B.(1).A.3.(b)) advise the
private fund?

(b) If the answer to question 18.(a) is "yes," provide the name and SEC file number, if any, of the other advisers to the
private fund. If the answer to question 18.(a) is "no," leave this question blank.

No Information Filed

  Yes No

19. Are your clients solicited to invest in the private fund?

 NOTE: For purposes of this question, do not consider feeder funds of the private fund.

 

20. Approximately what percentage of your clients has invested in the private fund?

0%
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Private Offering

  Yes No

21. Has the private fund ever relied on an exemption from registration of its securities under Regulation D of the
Securities Act of 1933?

 

22. If yes, provide the private fund's Form D file number (if any):

 Form D file number

021-196548

 

B. SERVICE PROVIDERS

 

Auditors

  Yes No

23. (a) (1) Are the private fund's financial statements subject to an annual audit?

(2) If the answer to question 23.(a)(1) is "yes," are the financial statements prepared in accordance with U.S.
GAAP?

If the answer to question 23.(a)(1) is "yes," respond to questions (b) through (h) below. If the private fund uses more
than one auditing firm, you must complete questions (b) through (f) separately for each auditing firm.

Additional Auditor Information : 1 Record(s) Filed.

If the answer to question 23.(a)(1) is "yes," respond to questions (b) through (h) below. If the private fund
uses more than one auditing firm, you must complete questions (b) through (f) separately for each auditing
firm.

 

(b) Name of the auditing firm:

 GRANT THORNTON LLP

 

(c) The location of the auditing firm's office responsible for the private fund's audit (city, state and country):  

City:
 NEW YORK

State:
 New York

Country:
 United States

 Yes No

(d) Is the auditing firm an independent public accountant?

 

(e) Is the auditing firm registered with the Public Company Accounting Oversight Board?

 

 If yes, Public Company Accounting Oversight Board-Assigned Number:

 248

 

(f) If "yes" to (e) above, is the auditing firm subject to regular inspection by the Public Company
Accounting Oversight Board in accordance with its rules?

 

  Yes No

(g) Are the private fund's audited financial statements for the most recently completed fiscal year distributed to
the private fund's investors?

(h) Do all of the reports prepared by the auditing firm for the private fund since your last annual updating amendment
contain unqualified opinions?

 Yes  No  Report Not Yet Received

If you check "Report Not Yet Received," you must promptly file an amendment to your Form ADV to update your
response when the report is available.
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Prime Broker

  Yes No

24. (a) Does the private fund use one or more prime brokers?

If the answer to question 24.(a) is "yes," respond to questions (b) through (e) below for each prime broker the private
fund uses. If the private fund uses more than one prime broker, you must complete questions (b) through (e)
separately for each prime broker.

No Information Filed

 

 

Custodian

  Yes No

25. (a) Does the private fund use any custodians (including the prime brokers listed above) to hold some or all of its
assets?

If the answer to question 25.(a) is "yes," respond to questions (b) through (g) below for each custodian the private
fund uses. If the private fund uses more than one custodian, you must complete questions (b) through (g) separately
for each custodian.

Additional Custodian Information : 1 Record(s) Filed.

 

If the answer to question 25.(a) is "yes," respond to questions (b) through g) below for each custodian the private
fund uses. If the private fund uses more than one custodian, you must complete questions (b) through (g)
separately for each custodian.

 

(b) Legal name of custodian: 
BNY MELLON

 

(c) Primary business name of custodian: 
BNY MELLON

 

(d) The location of the custodian's office responsible for custody of the private fund's assets (city, state and
country):

City:
 EVERETT

State:
 Massachusetts

Country:
 United States

 Yes No

(e) Is the custodian a related person of your firm?

 

(f) If the custodian is a broker-dealer, provide its SEC registration number (if any):

-    

 CRD Number (if any): 
   

 

(g) If the custodian is not a broker-dealer, or is a broker-dealer but does not have an SEC registration number,
provide its legal entity identifier (if any)

 

 

Administrator

  Yes No

26. (a) Does the private fund use an administrator other than your firm?
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If the answer to question 26.(a) is "yes," respond to questions (b) through (f) below. If the private fund uses more
than one administrator, you must complete questions (b) through (f) separately for each administrator.

Additional Administrator Information : 1 Record(s) Filed.

 

If the answer to question 26.(a) is "yes," respond to questions (b) through (f) below. If the private fund uses
more than one administrator, you must complete questions (b) through (f) separately for each administrator.

 

(b) Name of administrator:

 BNY MELLON

 

(c) Location of administrator (city, state and country):  

City:
 EVERETT

State:
 Massachusetts

Country:
 United States

 Yes No

(d) Is the administrator a related person of your firm?

 

(e) Does the administrator prepare and send investor account statements to the private fund's investors?

Yes (provided to all investors) Some (provided to some but not all investors) No (provided
to no investors)

 

(f) If the answer to question 26.(e) is "no" or "some," who sends the investor account statements to the (rest
of the) private fund's investors? If investor account statements are not sent to the (rest of the) private
fund's investors, respond "not applicable." 

 

 

27. During your last fiscal year, what percentage of the private fund's assets (by value) was valued by a person, such as an
administrator, that is not your related person?

100%

Include only those assets where (i) such person carried out the valuation procedure established for that asset, if any,
including obtaining any relevant quotes, and (ii) the valuation used for purposes of investor subscriptions, redemptions or
distributions, and fee calculations (including allocations) was the valuation determined by such person.

 

Marketers

  Yes No

28. (a) Does the private fund use the services of someone other than you or your employees for marketing
purposes?

You must answer "yes" whether the person acts as a placement agent, consultant, finder, introducer, municipal advisor
or other solicitor, or similar person. If the answer to question 28.(a) is "yes," respond to questions (b) through (g)
below for each such marketer the private fund uses. If the private fund uses more than one marketer you must
complete questions (b) through (g) separately for each marketer.

No Information Filed

 

 
 

SECTION 7.B.(2) Private Fund Reporting

No Information Filed
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Item 8 Participation or Interest in Client Transactions

In this Item, we request information about your participation and interest in your clients' transactions. This information identifies
additional areas in which conflicts of interest may occur between you and your clients. Newly-formed advisers should base responses
to these questions on the types of participation and interest that you expect to engage in during the next year.

Like Item 7, Item 8 requires you to provide information about you and your related persons, including foreign affiliates.

Proprietary Interest in Client Transactions

A.  Do you or any related person: Yes No

(1) buy securities for yourself from advisory clients, or sell securities you own to advisory clients (principal
transactions)?

(2) buy or sell for yourself securities (other than shares of mutual funds) that you also recommend to advisory
clients?

(3) recommend securities (or other investment products) to advisory clients in which you or any related person has
some other proprietary (ownership) interest (other than those mentioned in Items 8.A.(1) or (2))?

 

Sales Interest in Client Transactions

B. Do you or any related person: Yes No

(1) as a broker-dealer or registered representative of a broker-dealer, execute securities trades for brokerage
customers in which advisory client securities are sold to or bought from the brokerage customer (agency cross
transactions)?

(2) recommend to advisory clients, or act as a purchaser representative for advisory clients with respect to, the
purchase of securities for which you or any related person serves as underwriter or general or managing partner?

(3) recommend purchase or sale of securities to advisory clients for which you or any related person has any other
sales interest (other than the receipt of sales commissions as a broker or registered representative of a broker-
dealer)?

 

Investment or Brokerage Discretion

C. Do you or any related person have discretionary authority to determine the: Yes No

(1) securities to be bought or sold for a client's account?

(2) amount of securities to be bought or sold for a client's account?

(3) broker or dealer to be used for a purchase or sale of securities for a client's account?

(4) commission rates to be paid to a broker or dealer for a client's securities transactions?

 

D. If you answer "yes" to C.(3) above, are any of the brokers or dealers related persons?

E. Do you or any related person recommend brokers or dealers to clients?

 

F. If you answer "yes" to E. above, are any of the brokers or dealers related persons?

G. (1) Do you or any related person receive research or other products or services other than execution from a broker-
dealer or a third party ("soft dollar benefits") in connection with client securities transactions?

(2) If "yes" to G.(1) above, are all the "soft dollar benefits" you or any related persons receive eligible "research or
brokerage services" under section 28(e) of the Securities Exchange Act of 1934?

H. (1) Do you or any related person, directly or indirectly, compensate any person that is not an employee for client
referrals?

(2) Do you or any related person, directly or indirectly, provide any employee compensation that is specifically
related to obtaining clients for the firm (cash or non-cash compensation in addition to the employee's regular
salary)?

 

I. Do you or any related person, including any employee, directly or indirectly, receive compensation from any person
(other than you or any related person) for client referrals?

In your response to Item 8.I., do not include the regular salary you pay to an employee.

 

In responding to Items 8.H. and 8.I., consider all cash and non-cash compensation that you or a related person gave to (in
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answering Item 8.H.) or received from (in answering Item 8.I.) any person in exchange for client referrals, including any bonus
that is based, at least in part, on the number or amount of client referrals. 
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Item 9 Custody

In this Item, we ask you whether you or a related person has custody of client (other than clients that are investment companies
registered under the Investment Company Act of 1940) assets and about your custodial practices.

A.  (1) Do you have custody of any advisory clients': Yes No

(a)  cash or bank accounts?

(b)  securities?

 

If you are registering or registered with the SEC, answer "No" to Item 9.A.(1)(a) and (b) if you have custody solely because (i)
you deduct your advisory fees directly from your clients' accounts, or (ii) a related person has custody of client assets in
connection with advisory services you provide to clients, but you have overcome the presumption that you are not operationally
independent (pursuant to Advisers Act rule 206(4)-2(d)(5)) from the related person.

 

(2) If you checked "yes" to Item 9.A.(1)(a) or (b), what is the approximate amount of client funds and securities and total
number of clients for which you have custody:

U.S. Dollar Amount Total Number of Clients

(a) $ 1,158,875,399 (b) 3

 

If you are registering or registered with the SEC and you have custody solely because you deduct your advisory fees directly
from your clients' accounts, do not include the amount of those assets and the number of those clients in your response to Item
9.A.(2). If your related person has custody of client assets in connection with advisory services you provide to clients, do not
include the amount of those assets and number of those clients in your response to 9.A.(2). Instead, include that information in
your response to Item 9.B.(2).

 

B. (1) In connection with advisory services you provide to clients, do any of your related persons have custody of any
of your advisory clients':

Yes No

(a)  cash or bank accounts?

(b)  securities?

 

You are required to answer this item regardless of how you answered Item 9.A.(1)(a) or (b).

 

(2) If you checked "yes" to Item 9.B.(1)(a) or (b), what is the approximate amount of client funds and securities and total
number of clients for which your related persons have custody:

U.S. Dollar Amount Total Number of Clients

(a) $ (b)

 

C. If you or your related persons have custody of client funds or securities in connection with advisory services you provide to
clients, check all the following that apply:

(1) A qualified custodian(s) sends account statements at least quarterly to the investors in the pooled investment
vehicle(s) you manage.

(2) An independent public accountant audits annually the pooled investment vehicle(s) that you manage and the
audited financial statements are distributed to the investors in the pools.

(3) An independent public accountant conducts an annual surprise examination of client funds and securities.

(4) An independent public accountant prepares an internal control report with respect to custodial services when you
or your related persons are qualified custodians for client funds and securities.

 

If you checked Item 9.C.(2), C.(3) or C.(4), list in Section 9.C. of Schedule D the accountants that are engaged to perform the
audit or examination or prepare an internal control report. (If you checked Item 9.C.(2), you do not have to list auditor
information in Section 9.C. of Schedule D if you already provided this information with respect to the private funds you advise in
Section 7.B.(1) of Schedule D).

 

D. Do you or your related person(s) act as qualified custodians for your clients in connection with advisory services you
provide to clients?

Yes No

(1) you act as a qualified custodian
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(2) your related person(s) act as qualified custodian(s)

 

If you checked "yes" to Item 9.D.(2), all related persons that act as qualified custodians (other than any mutual fund transfer
agent pursuant to rule 206(4)-2(b)(1)) must be identified in Section 7.A. of Schedule D, regardless of whether you have
determined the related person to be operationally independent under rule 206(4)-2 of the Advisers Act.

 

E. If you are filing your annual updating amendment and you were subject to a surprise examination by an independent public
accountant during your last fiscal year, provide the date (MM/YYYY) the examination commenced: 

 

F. If you or your related persons have custody of client funds or securities, how many persons, including, but not limited to, you
and your related persons, act as qualified custodians for your clients in connection with advisory services you provide to clients?
1

 

 

SECTION 9.C. Independent Public Accountant

You must complete the following information for each independent public accountant engaged to perform a surprise examination,
perform an audit of a pooled investment vehicle that you manage, or prepare an internal control report. You must complete a
separate Schedule D Section 9.C. for each independent public accountant.

(1) Name of the independent public accountant:
 GRANT THORNTON LLP

 

(2) The location of the independent public accountant's office responsible for the services provided:

Number and Street 1: Number and Street 2:

60 BROAD STREET

City: State: Country: ZIP+4/Postal Code:

NEW YORK New York United States 10004

Yes No

(3) Is the independent public accountant registered with the Public Company Accounting Oversight Board?

 

 If "yes," Public Company Accounting Oversight Board-Assigned Number: 
 248

 

(4) If "yes" to (3) above, is the independent public accountant subject to regular inspection by the Public Company
Accounting Oversight Board in accordance with its rules?

(5) The independent public accountant is engaged to:

A.  audit a pooled investment vehicle
 B.  perform a surprise examination of clients' assets

 C.  prepare an internal control report

 

(6) Since your last annual updating amendment, did all of the reports prepared by the independent public accountant that
audited the pooled investment vehicle or that examined internal controls contain unqualified opinions?

 Yes 
 

 No 
 

 Report Not Yet Received

If you check "Report Not Yet Received", you must promptly file an amendment to your Form ADV to update your response
when the accountant's report is available.
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Item 10 Control Persons

In this Item, we ask you to identify every person that, directly or indirectly, controls you. If you are filing an umbrella registration,
the information in Item 10 should be provided for the filing adviser only.

If you are submitting an initial application or report, you must complete Schedule A and Schedule B. Schedule A asks for information
about your direct owners and executive officers. Schedule B asks for information about your indirect owners. If this is an amendment
and you are updating information you reported on either Schedule A or Schedule B (or both) that you filed with your initial
application or report, you must complete Schedule C.

Yes No

A.  Does any person not named in Item 1.A. or Schedules A, B, or C, directly or indirectly, control your management or
policies?

 

 If yes, complete Section 10.A. of Schedule D.

 

B. If any person named in Schedules A, B, or C or in Section 10.A. of Schedule D is a public reporting company under Sections 12
or 15(d) of the Securities Exchange Act of 1934, please complete Section 10.B. of Schedule D. 
 

 

SECTION 10.A. Control Persons

No Information Filed

 

SECTION 10.B. Control Person Public Reporting Companies

No Information Filed

 



9/26/2018 IARD - All Sections [User Name: rsangalang, OrgID: 107687]

https://crd.finra.org/Iad/Content/PrintHist/Adv/Sections/crd_iad_AdvAllSections.aspx?RefNum=&viewChanges=N&FLNG_PK=1242747 42/52

Item 11 Disclosure Information

In this Item, we ask for information about your disciplinary history and the disciplinary history of all your advisory affiliates. We use
this information to determine whether to grant your application for registration, to decide whether to revoke your registration or to
place limitations on your activities as an investment adviser, and to identify potential problem areas to focus on during our on-site
examinations. One event may result in "yes" answers to more than one of the questions below. In accordance with General
Instruction 5 to Form ADV, "you" and "your" include the filing adviser and all relying advisers under an umbrella registration.

Your advisory affiliates are: (1) all of your current employees (other than employees performing only clerical, administrative, support
or similar functions); (2) all of your officers, partners, or directors (or any person performing similar functions); and (3) all persons
directly or indirectly controlling you or controlled by you. If you are a "separately identifiable department or division" (SID) of a bank,
see the Glossary of Terms to determine who your advisory affiliates are.

If you are registered or registering with the SEC or if you are an exempt reporting adviser, you may limit your disclosure of any event
listed in Item 11 to ten years following the date of the event. If you are registered or registering with a state, you must respond to
the questions as posed; you may, therefore, limit your disclosure to ten years following the date of an event only in responding to
Items 11.A.(1), 11.A.(2), 11.B.(1), 11.B.(2), 11.D.(4), and 11.H.(1)(a). For purposes of calculating this ten-year period, the date of
an event is the date the final order, judgment, or decree was entered, or the date any rights of appeal from preliminary orders,
judgments, or decrees lapsed.

You must complete the appropriate Disclosure Reporting Page ("DRP") for "yes" answers to the questions in this Item 11.

 Yes No

Do any of the events below involve you or any of your supervised persons?

For "yes" answers to the following questions, complete a Criminal Action DRP:

A.  In the past ten years, have you or any advisory affiliate: Yes No

(1) been convicted of or pled guilty or nolo contendere ("no contest") in a domestic, foreign, or military court to any
felony?

(2) been charged with any felony?

 

If you are registered or registering with the SEC, or if you are reporting as an exempt reporting adviser, you may limit your
response to Item 11.A.(2) to charges that are currently pending.

 

B. In the past ten years, have you or any advisory affiliate:

(1) been convicted of or pled guilty or nolo contendere ("no contest") in a domestic, foreign, or military court to a
misdemeanor involving: investments or an investment-related business, or any fraud, false statements, or
omissions, wrongful taking of property, bribery, perjury, forgery, counterfeiting, extortion, or a conspiracy to
commit any of these offenses?

(2) been charged with a misdemeanor listed in Item 11.B.(1)?

 

If you are registered or registering with the SEC, or if you are reporting as an exempt reporting adviser, you may limit your
response to Item 11.B.(2) to charges that are currently pending.

 

For "yes" answers to the following questions, complete a Regulatory Action DRP:

C.  Has the SEC or the Commodity Futures Trading Commission (CFTC) ever: Yes No

 (1) found you or any advisory affiliate to have made a false statement or omission?

 (2) found you or any advisory affiliate to have been involved in a violation of SEC or CFTC regulations or statutes?

 (3) found you or any advisory affiliate to have been a cause of an investment-related business having its
authorization to do business denied, suspended, revoked, or restricted?

 (4) entered an order against you or any advisory affiliate in connection with investment-related activity?

 (5) imposed a civil money penalty on you or any advisory affiliate, or ordered you or any advisory affiliate to cease
and desist from any activity?

 

D. Has any other federal regulatory agency, any state regulatory agency, or any foreign financial regulatory authority:  

 (1) ever found you or any advisory affiliate to have made a false statement or omission, or been dishonest, unfair, or
unethical?

 (2) ever found you or any advisory affiliate to have been involved in a violation of investment-related regulations or
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statutes?

 (3) ever found you or any advisory affiliate to have been a cause of an investment-related business having its
authorization to do business denied, suspended, revoked, or restricted?

 (4) in the past ten years, entered an order against you or any advisory affiliate in connection with an investment-
related activity?

 (5) ever denied, suspended, or revoked your or any advisory affiliate's registration or license, or otherwise prevented
you or any advisory affiliate, by order, from associating with an investment-related business or restricted your or
any advisory affiliate's activity?

 

E. Has any self-regulatory organization or commodities exchange ever:

 (1) found you or any advisory affiliate to have made a false statement or omission?

 (2) found you or any advisory affiliate to have been involved in a violation of its rules (other than a violation
designated as a "minor rule violation" under a plan approved by the SEC)?

 (3) found you or any advisory affiliate to have been the cause of an investment-related business having its
authorization to do business denied, suspended, revoked, or restricted?

 (4) disciplined you or any advisory affiliate by expelling or suspending you or the advisory affiliate from membership,
barring or suspending you or the advisory affiliate from association with other members, or otherwise restricting
your or the advisory affiliate's activities?

 

F. Has an authorization to act as an attorney, accountant, or federal contractor granted to you or any advisory affiliate
ever been revoked or suspended?

 

G. Are you or any advisory affiliate now the subject of any regulatory proceeding that could result in a "yes" answer to
any part of Item 11.C., 11.D., or 11.E.?

 

For "yes" answers to the following questions, complete a Civil Judicial Action DRP:

H.  (1) Has any domestic or foreign court: Yes No

  (a) in the past ten years, enjoined you or any advisory affiliate in connection with any investment-related
activity?

  (b) ever found that you or any advisory affiliate were involved in a violation of investment-related statutes or
regulations?

  (c) ever dismissed, pursuant to a settlement agreement, an investment-related civil action brought against you
or any advisory affiliate by a state or foreign financial regulatory authority?

 (2) Are you or any advisory affiliate now the subject of any civil proceeding that could result in a "yes" answer to any
part of Item 11.H.(1)?
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Item 12 Small Businesses

The SEC is required by the Regulatory Flexibility Act to consider the effect of its regulations on small entities. In order to do this, we
need to determine whether you meet the definition of "small business" or "small organization" under rule 0-7.

Answer this Item 12 only if you are registered or registering with the SEC and you indicated in response to Item 5.F.(2)(c) that you
have regulatory assets under management of less than $25 million. You are not required to answer this Item 12 if you are filing for
initial registration as a state adviser, amending a current state registration, or switching from SEC to state registration.

For purposes of this Item 12 only:

Total Assets refers to the total assets of a firm, rather than the assets managed on behalf of clients. In determining your or
another person's total assets, you may use the total assets shown on a current balance sheet (but use total assets reported on
a consolidated balance sheet with subsidiaries included, if that amount is larger).
Control means the power to direct or cause the direction of the management or policies of a person, whether through
ownership of securities, by contract, or otherwise. Any person that directly or indirectly has the right to vote 25 percent or
more of the voting securities, or is entitled to 25 percent or more of the profits, of another person is presumed to control the
other person.

Yes No

A.  Did you have total assets of $5 million or more on the last day of your most recent fiscal year?

If "yes," you do not need to answer Items 12.B. and 12.C.

 

B. Do you:

(1) control another investment adviser that had regulatory assets under management (calculated in response to Item
5.F.(2)(c) of Form ADV) of $25 million or more on the last day of its most recent fiscal year?

(2) control another person (other than a natural person) that had total assets of $5 million or more on the last day of
its most recent fiscal year?

C. Are you:

(1) controlled by or under common control with another investment adviser that had regulatory assets under
management (calculated in response to Item 5.F.(2)(c) of Form ADV) of $25 million or more on the last day of its
most recent fiscal year?

(2) controlled by or under common control with another person (other than a natural person) that had total assets of
$5 million or more on the last day of its most recent fiscal year?
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Schedule A
Direct Owners and Executive Officers
1. Complete Schedule A only if you are submitting an initial application or report. Schedule A asks for information about your direct

owners and executive officers. Use Schedule C to amend this information.
2. Direct Owners and Executive Officers. List below the names of:

(a) each Chief Executive Officer, Chief Financial Officer, Chief Operations Officer, Chief Legal Officer, Chief Compliance
Officer(Chief Compliance Officer is required if you are registered or applying for registration and cannot be more than one
individual), director, and any other individuals with similar status or functions;

(b) if you are organized as a corporation, each shareholder that is a direct owner of 5% or more of a class of your voting
securities, unless you are a public reporting company (a company subject to Section 12 or 15(d) of the Exchange Act); 
Direct owners include any person that owns, beneficially owns, has the right to vote, or has the power to sell or direct the sale
of, 5% or more of a class of your voting securities. For purposes of this Schedule, a person beneficially owns any securities: (i)
owned by his/her child, stepchild, grandchild, parent, stepparent, grandparent, spouse, sibling, mother-in-law, father-in-law,
son-in-law, daughter-in-law, brother-in-law, or sister-in-law, sharing the same residence; or (ii) that he/she has the right to
acquire, within 60 days, through the exercise of any option, warrant, or right to purchase the security.

(c) if you are organized as a partnership, all general partners and those limited and special partners that have the right to receive
upon dissolution, or have contributed, 5% or more of your capital;

(d) in the case of a trust that directly owns 5% or more of a class of your voting securities, or that has the right to receive upon
dissolution, or has contributed, 5% or more of your capital, the trust and each trustee; and

(e) if you are organized as a limited liability company ("LLC"), (i) those members that have the right to receive upon dissolution,
or have contributed, 5% or more of your capital, and (ii) if managed by elected managers, all elected managers.

3. Do you have any indirect owners to be reported on Schedule B?   Yes   No  
4. In the DE/FE/I column below, enter "DE" if the owner is a domestic entity, "FE" if the owner is an entity incorporated or domiciled

in a foreign country, or "I" if the owner or executive officer is an individual.
5. Complete the Title or Status column by entering board/management titles; status as partner, trustee, sole proprietor, elected

manager, shareholder, or member; and for shareholders or members, the class of securities owned (if more than one is issued).
6. Ownership codes are:   NA - less than 5%   B - 10% but less than 25%   D - 50% but less than 75%

A - 5% but less than 10% C - 25% but less than 50% E - 75% or more
7. (a) In the Control Person column, enter "Yes" if the person has control as defined in the Glossary of Terms to Form ADV, and

enter "No" if the person does not have control. Note that under this definition, most executive officers and all 25% owners,
general partners, elected managers, and trustees are control persons.

(b) In the PR column, enter "PR" if the owner is a public reporting company under Sections 12 or 15(d) of the Exchange Act.
(c) Complete each column.

FULL LEGAL NAME
(Individuals: Last Name,
First Name, Middle Name)

DE/FE/I Title or Status Date Title or
Status
Acquired
MM/YYYY

Ownership
Code

Control
Person

PR CRD No. If None:
S.S. No. and Date
of Birth, IRS Tax
No. or Employer
ID No.

BONNETTE, DAVID, FRANCIS I DIRECTOR (ELECTED
MANAGER)

04/2010 NA Y N 1593248

PEYTON, RONALD, DOUGLAS I EXECUTIVE CHAIRMAN &
DIRECTOR (ELECTED
MANAGER)

09/2017 NA Y N 362048

ALLEN, GREGORY, C I PRESIDENT & CEO & CHIEF
RESEARCH OFFICER, &
DIRECTOR (ELECTED
MANAGER)

09/2017 NA Y N 5268058

DE LUCE, ANN, C I CHIEF COMPLIANCE OFFICER 01/2017 NA Y N 5685852

SWEET, INGA, B I EVP, COO & DIRECTOR
(ELECTED MANAGER)

01/2017 NA Y N 6767230

CALLAN S CORP A DE MEMBER 09/2017 E Y N 82-2748926
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Schedule B

Indirect Owners

1. Complete Schedule B only if you are submitting an initial application or report. Schedule B asks for information about your
indirect owners; you must first complete Schedule A, which asks for information about your direct owners. Use Schedule C to
amend this information.

2. Indirect Owners. With respect to each owner listed on Schedule A (except individual owners), list below:

(a) in the case of an owner that is a corporation, each of its shareholders that beneficially owns, has the right to vote, or has the
power to sell or direct the sale of, 25% or more of a class of a voting security of that corporation; 
 
For purposes of this Schedule, a person beneficially owns any securities: (i) owned by his/her child, stepchild, grandchild,
parent, stepparent, grandparent, spouse, sibling, mother-in-law, father-in-law, son-in-law, daughter-in-law, brother-in-law,
or sister-in-law, sharing the same residence; or (ii) that he/she has the right to acquire, within 60 days, through the exercise
of any option, warrant, or right to purchase the security.

(b) in the case of an owner that is a partnership, all general partners and those limited and special partners that have the right
to receive upon dissolution, or have contributed, 25% or more of the partnership's capital;

(c) in the case of an owner that is a trust, the trust and each trustee; and

(d) in the case of an owner that is a limited liability company ("LLC"), (i) those members that have the right to receive upon
dissolution, or have contributed, 25% or more of the LLC's capital, and (ii) if managed by elected managers, all elected
managers.

3. Continue up the chain of ownership listing all 25% owners at each level. Once a public reporting company (a company subject to
Sections 12 or 15(d) of the Exchange Act) is reached, no further ownership information need be given.

4. In the DE/FE/I column below, enter "DE" if the owner is a domestic entity, "FE" if the owner is an entity incorporated or domiciled
in a foreign country, or "I" if the owner is an individual.

5. Complete the Status column by entering the owner's status as partner, trustee, elected manager, shareholder, or member; and
for shareholders or members, the class of securities owned (if more than one is issued).

6. Ownership codes are:   C - 25% but less than 50%   E - 75% or more
D - 50% but less than 75% F - Other (general partner, trustee, or elected manager)

7. (a) In the Control Person column, enter "Yes" if the person has control as defined in the Glossary of Terms to Form ADV, and
enter "No" if the person does not have control. Note that under this definition, most executive officers and all 25% owners,
general partners, elected managers, and trustees are control persons.

(b) In the PR column, enter "PR" if the owner is a public reporting company under Sections 12 or 15(d) of the Exchange Act.

(c) Complete each column.

FULL LEGAL NAME (Individuals:
Last Name, First Name, Middle
Name)

DE/FE/I Entity in
Which
Interest is
Owned

Status Date Status
Acquired
MM/YYYY

Ownership
Code

Control
Person

PR CRD No. If None:
S.S. No. and Date of
Birth, IRS Tax No. or
Employer ID No.

CALLAN S CORP A DE CALLAN S
CORP A

MEMBER 09/2017 E N N 82-2748926
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Schedule D - Miscellaneous

You may use the space below to explain a response to an Item or to provide any other information.

Response to Item 2.A.(5), Callan doesn't provide portfolio management to investment companies; however, we do provide
consulting services to investment company retirement plans. Response to Item 5, our advisory clients are categorized by type of
plan. Section 7.B(1) Private Fund Reporting - Name of the private fund, Callan Multi-Manager Trust (private fund #805-8863264280)
was changed to Micro Cap Value Fund. Response to Item 9 Custody (F) includes qualified custodians of Callan's Trust Advisory Group
clients, but not Callan's consulting services clients. Response to Schedule A & B: Effective 9/01/17, Callan Associates Inc. underwent
a reorganization in which existing Callan shareholders exchanged their shares for shares of a newly formed S-Corporation ("Callan S
Corp A") and Callan was converted into an LLC under the new name, Callan LLC, a limited liability corporation wholly owned by
Callan S Corp A. There was no change in control.
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Schedule R

 

No Information Filed
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DRP Pages

CRIMINAL DISCLOSURE REPORTING PAGE (ADV)

No Information Filed
 

REGULATORY ACTION DISCLOSURE REPORTING PAGE (ADV)

No Information Filed
 

CIVIL JUDICIAL ACTION DISCLOSURE REPORTING PAGE (ADV)

No Information Filed
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Part 2

Exemption from brochure delivery requirements for SEC-registered advisers

 

SEC rules exempt SEC-registered advisers from delivering a firm brochure to some kinds of clients.  If these exemptions excuse
you from delivering a brochure to all of your advisory clients, you do not have to prepare a brochure.

Yes No

Are you exempt from delivering a brochure to all of your clients under these rules?

If no, complete the ADV Part 2 filing below.

 

Amend, retire or file new brochures:
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Execution Pages
DOMESTIC INVESTMENT ADVISER EXECUTION PAGE

You must complete the following Execution Page to Form ADV. This execution page must be signed and attached to your initial
submission of Form ADV to the SEC and all amendments. 

  

Appointment of Agent for Service of Process
  

By signing this Form ADV Execution Page, you, the undersigned adviser, irrevocably appoint the Secretary of State or other legally
designated officer, of the state in which you maintain your principal office and place of business and any other state in which you
are submitting a notice filing, as your agents to receive service, and agree that such persons may accept service on your behalf, of
any notice, subpoena, summons, order instituting proceedings, demand for arbitration, or other process or papers, and you further
agree that such service may be made by registered or certified mail, in any federal or state action, administrative proceeding or
arbitration brought against you in any place subject to the jurisdiction of the United States, if the action, proceeding, or arbitration
(a) arises out of any activity in connection with your investment advisory business that is subject to the jurisdiction of the United
States, and (b) is founded, directly or indirectly, upon the provisions of: (i) the Securities Act of 1933, the Securities Exchange Act
of 1934, the Trust Indenture Act of 1939, the Investment Company Act of 1940, or the Investment Advisers Act of 1940, or any
rule or regulation under any of these acts, or (ii) the laws of the state in which you maintain your principal office and place of
business or of any state in which you are submitting a notice filing.

  

Signature
  

I, the undersigned, sign this Form ADV on behalf of, and with the authority of, the investment adviser. The investment adviser and
I both certify, under penalty of perjury under the laws of the United States of America, that the information and statements made
in this ADV, including exhibits and any other information submitted, are true and correct, and that I am signing this Form ADV
Execution Page as a free and voluntary act.

  

I certify that the adviser's books and records will be preserved and available for inspection as required by law. Finally, I authorize
any person having custody or possession of these books and records to make them available to federal and state regulatory
representatives.

  

Signature: 
 ANN C. DELUCE

Date: MM/DD/YYYY 
09/26/2018

Printed Name:
 ANN C. DELUCE

Title: 
 CHIEF COMPLIANCE OFFICER

Adviser CRD Number: 
 107687

 

 
NON-RESIDENT INVESTMENT ADVISER EXECUTION PAGE

You must complete the following Execution Page to Form ADV. This execution page must be signed and attached to your initial
submission of Form ADV to the SEC and all amendments.

  

1. Appointment of Agent for Service of Process
  

By signing this Form ADV Execution Page, you, the undersigned adviser, irrevocably appoint each of the Secretary of the SEC, and
the Secretary of State or other legally designated officer, of any other state in which you are submitting a notice filing, as your
agents to receive service, and agree that such persons may accept service on your behalf, of any notice, subpoena, summons,
order instituting proceedings, demand for arbitration, or other process or papers, and you further agree that such service may be
made by registered or certified mail, in any federal or state action, administrative proceeding or arbitration brought against you in
any place subject to the jurisdiction of the United States, if the action, proceeding or arbitration (a) arises out of any activity in
connection with your investment advisory business that is subject to the jurisdiction of the United States, and (b) is founded,
directly or indirectly, upon the provisions of: (i) the Securities Act of 1933, the Securities Exchange Act of 1934, the Trust
Indenture Act of 1939, the Investment Company Act of 1940, or the Investment Advisers Act of 1940, or any rule or regulation
under any of these acts, or (ii) the laws of any state in which you are submitting a notice filing.

  

2. Appointment and Consent: Effect on Partnerships
  

If you are organized as a partnership, this irrevocable power of attorney and consent to service of process will continue in effect if
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any partner withdraws from or is admitted to the partnership, provided that the admission or withdrawal does not create a new
partnership. If the partnership dissolves, this irrevocable power of attorney and consent shall be in effect for any action brought
against you or any of your former partners.

  

3. Non-Resident Investment Adviser Undertaking Regarding Books and Records
  

By signing this Form ADV, you also agree to provide, at your own expense, to the U.S. Securities and Exchange Commission at its
principal office in Washington D.C., at any Regional or District Office of the Commission, or at any one of its offices in the United
States, as specified by the Commission, correct, current, and complete copies of any or all records that you are required to
maintain under Rule 204-2 under the Investment Advisers Act of 1940. This undertaking shall be binding upon you, your heirs,
successors and assigns, and any person subject to your written irrevocable consents or powers of attorney or any of your general
partners and managing agents.

  

Signature 
  

I, the undersigned, sign this Form ADV on behalf of, and with the authority of, the non-resident investment adviser. The
investment adviser and I both certify, under penalty of perjury under the laws of the United States of America, that the information
and statements made in this ADV, including exhibits and any other information submitted, are true and correct, and that I am
signing this Form ADV Execution Page as a free and voluntary act.

  

I certify that the adviser's books and records will be preserved and available for inspection as required by law. Finally, I authorize
any person having custody or possession of these books and records to make them available to federal and state regulatory
representatives.

  

Signature: 
 

Date: MM/DD/YYYY
 

Printed Name:
 

Title: 
 

Adviser CRD Number: 
 107687
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Item 2 – Material Changes 
 
The last update of Callan’s ADV Part 2A was September 1, 2017 when Callan changed its legal 
form to a limited liability company from a corporation, and changed its name to Callan LLC 
(Callan) from Callan Associates Inc. 
 
Item 4 of the brochure has been reorganized to better explain Callan’s business lines and to 
include information about the Callan Discretionary DC platform launching in 2018. Corresponding 
changes have been made in Items 5, 8, 14, and 16 of the brochure. 
 
There have been no other material changes to this brochure since the last update.  
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Item 4 – Advisory Business 

Founded in 1973 and headquartered in San Francisco, California, Callan LLC (“Callan”) is an 
SEC-registered investment adviser with more than $2 trillion of assets under advisement and 
over 185 employees. Callan is one of the largest independent, employee-owned investment 
consulting firms in the country and is 100% owned by an S-Corporation, which is owned by the 
company’s employees or their trusts. We provide tailored advice primarily to institutional investors 
supported by proprietary research, an industry-leading database, and ongoing fiduciary 
education. Our solutions are designed to fit each client’s particular needs specific to, asset 
allocation; manager search, selection, and evaluation; ongoing performance measurement; and 
education.  

Callan provides services through four lines of business: 

• Fund Sponsor Consulting (FSC): FSC serves sponsors of defined benefit and defined 
contribution plans, endowments, foundations, insurers, hospitals, health care systems, 
and nuclear decommissioning trusts, as well as other large institutional asset pools. Our 
fund sponsor clients oversee more than $2 trillion in combined assets for which we 
provide advice. FSC delivers customized solutions that meet the needs of even the most 
sophisticated institutional investment programs, including strategic planning; plan 
implementation, monitoring and evaluation; alternative investment program design and 
implementation; and continuing education. Together, these services constitute what we 
believe is a disciplined and comprehensive process for fund sponsor investment 
decision-making and oversight of institutional investment programs. 

• Independent Adviser Group (IAG): IAG serves a select group of independent 
investment advisers and financial intermediaries (IAG members) who provide services to 
high-net-worth individuals and smaller institutional funds. IAG members receive 
consulting guidance, research, analytical tools, and investment alternatives necessary to 
address their clients' strategic planning, portfolio structure, manager due diligence and 
performance measurement requirements, as well as the IAG member’s continuing 
education.   Callan’s Unified Managed Account (UMA) program offers clients of IAG 
members with access to independent account managers (sub-advisers) who Callan has 
screened and recommended, and whose investment strategy models are coordinated 
and traded by an independent overlay manager selected by Callan. IAG members can 
coordinate the opening of a single-custodial UMA account for their clients and can create 
customized individual manager allocations on a per-account basis.  

• Institutional Consulting Group (ICG): ICG provides investment manager clients with 
research, education, performance measurement, and database and analytical tools that 
help them better serve the needs of institutional investors.  

• Trust Advisory Group (TAG): TAG provides asset management and implemented 
consulting services, specializing in the design, implementation, and ongoing 
management of multi-manager portfolios to institutional investors including collective 
investment trust (CIT) and private funds. TAG acts as an adviser for custom target date 
fund mandates and serves as the discretionary adviser for several outsourced chief 
investment officer (OCIO) clients. Launching in 2018, Callan’s Discretionary DC platform 
will provide discretionary advisory services to participant-directed defined contribution 
plans. The Discretionary DC platform, which will give access to multi-manager investment 
options developed and reviewed by Callan, may be appropriate for certain FSC clients, 
and Callan has adopted policies and procedures reasonably designed to address 
potential conflicts.  
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o Client assets under management: As of December 31, 2017, total discretionary 
TAG assets under management were $25,829,451,533. 

Callan’s educational services are available to our clients, including fund sponsors, investment 
managers, and financial intermediaries through the Callan Institute and the Center for Investment 
Training (“Callan College”). The Callan Institute functions as an education institution servicing 
clients and our employees by independently analyzing trends in the industry via research 
communications and conference programs. The “Callan College,” featuring sessions offered over 
several days throughout the year and on a customized basis, provides investment fiduciaries and 
their advisers with basic- to intermediate-level of classroom style instruction on prudent 
investment practices. 
 
Each line of business, coupled with our client education services, contributes to the overall 
strength and stability of the organization, and fits well within our mission of helping institutional 
investors achieve their investment objectives. The firm maintains policies to ensure each division 
is compliant with our business, governance, ethics, and oversight practices. 
 
Item 5 – Fees and Compensation 
 
The fees for each of Callan’s business lines are described below. 

 

Business Line Fee Range Notes 

Fund Sponsor Consulting  
Up to approximately $900,000  

Median $139,000 

Fixed- or asset-based fees are 
assessed per project, service, 
or suite of services (retainer) 
per year; fees are negotiable 
depending on the services 
provided, including the level of 
discretion Callan takes. 

Independent Adviser Group 

Up to approximately $600,000 
for fixed fees; asset-based 
fees are determined on a 
tiered structure and start at 20 
bps 

Median $125,000 

Fixed- or asset-based fees are 
assessed per project, service, 
or suite of services (retainer) 
per year; fees are negotiable 
depending on the services 
provided.*  

Institutional Consulting Group 
Up to approximately $100,000 

Median $59,000 

Fees are assessed per 
project, service, or suite of 
services (retainer) per year. 

Trust Advisory Group Up to approximately 20 bps  

Fee depends on level of 
discretion Callan takes and 
level of services provided.  
 
Variable (asset-based) fees for 
the Discretionary DC platform 
are not charged to FSC 
clients. 

 
* Additional details for IAG: 

• Clients of an IAG member who elect to participate in the Callan UMA program pay 
an asset-based fee to the overlay manager of the UMA program who, in turn, pays 
an asset-based fee to Callan for program coordination and to the sub-advisers for 
implementing the overlay manager’s investment strategies. Fees payable by the IAG 
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member are reduced and may be waived based on the fees received by Callan from 
the overlay manager. 

• Participants in the UMA program are also responsible for paying separate fees to 
their respective fiduciary intermediary or investment adviser who is an IAG member 
and oversees such participant’s UMA program investment, as well as paying 
portfolio execution and custody charges. Callan does not participate in any such 
fees or charges. 

 
While the suite of services for each business line is individually priced, there is one set of services 
that spans all client types—our educational services. Fees for these services are up to $3,000 per 
person, per session for “Callan College” and up to $59,000 per organization per year for the 
Callan Institute. 
 
All Callan fees are negotiable and paid in cash. Generally, a client may cancel an agreement for 
services with Callan at any time upon notice to Callan. If Callan is in the process of performing 
services for a client that the client does not want completed, then Callan will bill the client for the 
services performed to the date of cancellation. Fees are typically billed monthly or quarterly in 
arrears. 
 
Callan has no soft-dollar arrangements with any broker and only accepts checks from brokers as 
payment for its hard-dollar client fees.  
 
 
Item 6 – Performance-Based Fees and Side-By-Side Management 
 
Callan does not charge performance-based fees. 
 
 
Item 7 – Types of Clients 
 
Callan works with a variety of clients, including sponsors of defined benefit, defined contribution, 
operating funds, 529 plans, and others. Our clients include:  

• Corporate, public, Taft-Hartley, and nonprofit organizations  

• Family offices 

• Endowments and foundations 

• Insurers 

• Hospitals 

• Nuclear decommissioning trusts 

• Sovereign wealth funds 

• Investment managers 

• Investment consulting firms, independent advisers, high-net-worth individuals, and 
financial intermediaries 

FSC consultants may evaluate and recommend that a plan fiduciary consider the Discretionary 
DC platform.  TAG will provide discretionary portfolio management of private funds or collective 
funds within the Discretionary DC platform as part of its services to the trustees of the collective 
funds on at least a quarterly basis. 
 
Generally, we don’t maintain account minimums across all client types, though the firm’s account 
size relationships for discretionary work are typically not less than $50 million. 
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Callan provides research and educational services to investment managers and receives 
compensation from them for those services. Some of those investment managers are evaluated 
or recommended by Callan to its other clients. Callan recognizes there is a potential conflict 
between Callan's interest in receiving compensation from investment managers and Callan's 
obligation to provide objective advice to our advisory clients who work or may work with those 
managers. This includes investment manager searches Callan performs for FSC clients, our 
selection of investment managers who participate in the UMA program offered to IAG clients, or 
our manager selection activities on behalf of the collective funds offered by TAG.  
 
Callan is committed to ensuring it does not consider an investment manager’s business 
relationship with us, or lack thereof, in performing evaluations for or making recommendations to 
its other clients. We inform our investment manager clients of this policy at the start of the 
relationship and notify all clients of this policy and provide regular disclosure to FSC, IAG and 
TAG clients of the existence of our business relationships with investment managers. In all cases, 
employees are required to carry out their duties solely in the best interests of our advisory clients 
and free from all compromising influences and loyalties.   
 
Item 8 – Methods of Analysis, Investment Strategies, and Risk of Loss 
 
Callan works with many of the largest institutional investors in the country in the development and 
maintenance of their investment programs, including risk management. Risk control, such as our 
use of internal oversight committees to review client work, is at the heart of our investment 
consulting philosophy. In addition, ongoing research and fiduciary education are vital supporting 
elements of our risk control practice. 
 
There are four key areas where we exercise risk management:  
 

1. Strategic Planning 
Callan’s risk management work as it relates to strategic planning includes defining the 
performance and risk objectives for the client consistent with assets, liabilities, liquidity 
needs, risk tolerance, and regulatory constraints, as well as developing investment 
guidelines and monitoring criteria for internal and external management. 
 
Callan’s asset allocation modeling capabilities originated in the late 1970s and have been 
continually enhanced ever since. Our dedicated Capital Markets Research Group is 
responsible for conducting all asset/liability, asset allocation, and similar work. This 
specialized team of economists, mathematicians, and actuaries also conducts research 
in the fields of strategic planning, and develops economic tools and statistical models that 
enable fund sponsors to evaluate the possible outcomes of their investment decisions. In 
addition to this primary focus, the group is responsible for client-specific research 
projects, including the examination of new asset classes and the development of 
appropriate due diligence documentation for the inclusion of these assets in a client 
portfolio.  
 

2. Manager Due Diligence and Selection 
Callan works with clients to manage risk through manager due diligence and selection. 
Our goal in a manager search is to conduct a prudent due-diligence exercise that:  

• Defines the objective(s) of the search and lists appropriate criteria to be used 
in the evaluation of alternative candidates (i.e.—creates a “candidate 
profile”).  

• Employs an open, inclusive approach to identifying potential candidates.  
• Objectively and rigorously evaluates both the process and candidates.  
• Avoids systematic and personal biases throughout the search.  
• Memorializes all steps in the process.  
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We do not employ a “buy list” or preferred list for manager searches. Instead, we start 
each search with a broad universe of strategies to identify candidates that best meet a 
client’s particular objectives. Our recommendations are vetted by an oversight committee 
to ensure personal biases are avoided and our advice reflects the firm’s best thinking.  
 
To mitigate the risk of relying solely on quantitative data screens, we also focus on 
qualitative research to more holistically assess each firm and strategy under 
consideration. Our screening criteria are designed to identify stable organizations and 
teams with the potential to deliver superior, consistent results over time. We seek 
investment management firms that demonstrate the following characteristics: 

• Organizational and team stability. Successful firms maintain stability in their 
structure, asset and client base, and key decision-makers plan for and 
manage succession.  

• A compensation structure that attracts and rewards investment talent through 
long-term incentives. 

• A firm culture that focuses on achieving results commensurate with client 
expectations. Successful firms demonstrate a passion for the business of 
investing.  

• Depth of resources to support the investment process, operations, and 
administrative functions of the firm. 

• A sound investment philosophy and consistently applied investment process 
to implement those investment beliefs. 

• Investment results that reflect the firm’s philosophy, process, and approach 
to managing risk. 

Callan may have an incentive to recommend a FSC client select the Discretionary DC 
platform or an investment of plan assets in the TAG private trusts or CITs (together 
“collective funds”) due to the additional fees that may be received based on the asset-
based structure associated with the discretionary assets managed by Callan. To mitigate 
the potential conflict of interest, in this regard: 

• Callan will rebate to the FSC client variable rate fees attributable to an 
investment in the collective funds in excess of the fixed rated fee paid by the 
FSC client for Callan’s advising on the Discretionary DC platform.  

• FSC clients who choose to invest their plan assets in the collective funds 
must amend their consulting contract with Callan. The amended contract will 
acknowledge the potential conflict of interest of Callan and will also 
acknowledge that any investment decisions regarding the use of fees 
rebated by Callan will be made by the FSC client based on determinations by 
fiduciaries other than Callan.  

3. Performance Monitoring and Evaluation  
Callan supports its clients’ risk management processes through the development and 
ongoing maintenance of a comprehensive monitoring and reporting system covering all 
aspects of total fund performance and investment risk. The analysis provides clients with: 

• A top-down view of a given portfolio’s risk level (e.g., standard deviation, 
tracking error)  

• Data on whether the investor is being compensated for that risk (e.g., Sharpe 
ratio, information ratio)  

• Insight on where that risk is coming from (e.g., tracking error, sector bets, 
security selection or concentration)  

 
This analysis draws on Callan’s proprietary database and reporting platform—one of the 
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few in the industry. It is a significant differentiating factor in our capabilities as it gives us 
control over the design, quality, timeliness, and content of our reporting.  

 
4. Operational Best Practices 

For those clients who wish to engage Callan’s services in this area, we can assess an 
organization’s internal investment operations and offer best practices and guidelines, 
including:  

• Defining the governance structure for the client’s fund, including the 
allocation of decision-making authority and oversight. 

• Reviewing all aspects of the client’s public markets operational platform, 
such as trading, custody, securities lending, foreign exchange, and use of 
derivatives and/or leverage, fees and expenses. 

• Reviewing all aspects of the client’s alternative investments portfolio, 
including liquidity terms, fees and expenses, cash management and 
forecasting. 

• Developing an annual pacing plan to ensure proper diversification across 
time and strategies. 

 
All investing involves a risk of loss that clients should be prepared to bear. Securities investments 
can be affected by liquidity and volatility in the securities markets often driven by adverse 
changes in the national and international economies, as well as by non-economic events. 
Investment managers generally attempt to identify securities and other assets believed to be 
undervalued, and there are no assurances that such opportunities will be successfully 
recognized. Callan cannot give any guarantee that it or any investment advice or strategy will 
achieve a client’s investment objectives. 
 
Callan’s non-discretionary and certain discretionary services will not have a role in the 
management or administration of any client’s account, and we will not have the opportunity to 
evaluate, in advance, the specific investments made by any investment managers with respect to 
the funds they manage for clients. Except to certain TAG clients, Callan does not offer advice on 
specific securities of individual issuers, such as stocks, bonds, or other investment securities. For 
all services, we do not have responsibility for reviewing the risks of individual securities or the 
compliance/non-compliance of individual security holdings with a client’s policy guidelines. As a 
result, the rates of return to clients will primarily depend upon the results of investment decisions 
of third-party managers. Past performance by an investment manager is not a guarantee of future 
performance by that investment manager. 
 
TAG also oversees the investment management of a series of target date maturity multiple 
manager CITs. These funds are designed to reduce risk over time as the investors get closer to 
retirement age.  
 
Callan will exercise full discretion over the search, selection, review, and replacement of fund 
managers for private funds, CITs, and glide path funds utilized under the Discretionary DC 
platform. 
 
Item 9 – Disciplinary Information 
 
Registered investment advisers are required to disclose all material facts regarding any legal or 
disciplinary events material to a client or prospective client’s evaluation of Callan or the integrity 
of Callan’s management. Callan has no such information to disclose.  
 
Item 10 – Other Financial Industry Activities and Affiliations 
  
Callan provides research and educational services to investment managers and receives 
compensation from them for those services. Some of those investment managers are evaluated 
or recommended by Callan to its other clients. Callan recognizes there is a potential conflict 
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between Callan's interest in receiving compensation from investment managers and Callan's 
obligation to provide objective advice to our advisory clients who work with or who may work with 
those managers. This includes investment manager searches Callan performs for FSC clients, 
our selection of investment managers who participate in the UMA program offered to IAG clients, 
or our manager selection activities on behalf of the collective funds offered by TAG. In all cases, 
employees are required to carry out their duties solely in the best interests of our advisory clients 
and free from all compromising influences and loyalties. Callan has adopted certain policies and 
practices designed to prevent such conflicts, including the policies set forth in its Code of Ethical 
Responsibility, disclosure policies, roles of its oversight committees, and separation of the areas 
of business, including separate personnel, revenue streams, and compensation arrangements. 
 
Among other policies, Callan is committed to ensure it does not consider an investment 
manager's business relationship with Callan, or lack thereof, in performing evaluations for or 
making recommendations to its other clients. Callan informs its investment manager clients of this 
policy at the start of a contractual relationship. Callan also routinely informs our clients of our 
manager client relationships, including disclosing on request the existence of its business 
relationships with investment managers. Callan also discloses these manager relationships in 
annual mailings, as part of each manager search, and in the quarterly performance evaluation 
reports provided to fund sponsor clients. Fund sponsor clients can also request specific 
information regarding the fees paid to Callan by the managers employed by their fund. Per 
company policy, information requests regarding fees are handled by Callan’s Compliance 
Department. 
 
Clients are advised a conflict of interest exists if Callan recommends its own services. Clients are 
under no obligation to act upon any of those recommendations under a consulting engagement or 
to engage the services of any such recommended professional, including Callan. Our non-
discretionary clients retain absolute discretion over all such implementation decisions and are 
free to accept or reject any of Callan’s advice or recommendations. 
 
 
Item 11 – Code of Ethics, Participation, or Interest in Client Transactions and Personal 
Trading 
 
To avoid and mitigate possible conflicts of interest presented by the firm's business mix, Callan 
has maintained a Code of Ethical Responsibility (Code) since 1994. This Code complies with 
Rule 204A-1 under the Investment Advisers Act of 1940, as amended. Among other things, the 
Code sets forth the general standards of conduct Callan requires of its employees, as well as 
specific policies reasonably designed to protect the objectivity and integrity of the advice Callan 
provides to its clients. The topics addressed in the Code include the use and safeguarding of 
confidential information, prevention of insider trading, identification and approval of outside 
business relationships of Callan employees, communications with outside parties, as well as gifts, 
business entertainment, and political and charitable contributions. The Code pays special 
attention to Callan’s role in selling products and services to investment managers and ensures 
these relationships do not influence the way Callan conducts business, including manager 
searches and performance evaluations. Also, Callan has adopted policies and procedures 
designed to ensure FSC, IAG, and TAG evaluations and recommendations are not influenced by 
the fees received from investment managers.  
 
The Code also contains restrictions on the personal trading activities of certain Callan employees 
and requires those employees to report their personal trades to the firm’s chief compliance officer 
in accordance with applicable regulatory requirements.  
 
Callan's Code is available on its website www.callan.com. Callan will provide a copy of the Code 
to any client or prospective client upon request. 
 

http://www.callan.com/
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Callan provides research and educational services to investment managers and receives 
compensation from them for those services. Some of those investment managers are evaluated 
or recommended by Callan to its other clients. Callan recognizes there is a potential conflict 
between Callan's interest in receiving compensation from investment managers and Callan's 
obligation to provide objective advice to our advisory clients who work with those managers.  
Callan has adopted certain policies and practices designed to prevent such conflicts, including 
the policies set forth in its Code of Ethical Responsibility (described above), disclosure policies, 
roles of its oversight committees, and separation of the areas of business, including separate 
personnel, revenue streams, and compensation arrangements. 
 
Among other policies, Callan is committed to ensure it does not consider an investment 
manager's business relationship with Callan, or lack thereof, in performing evaluations for or 
making suggestions or recommendations to its other clients. Callan informs its investment 
manager clients of this policy at the start of a contractual relationship. Callan also routinely 
informs all clients of our manager client relationships, including disclosing the existence of its 
business relationships with investment managers on request.  Callan also discloses these 
manager relationships in annual mailings, as part of each applicable manager search, and in the 
quarterly performance evaluation reports provided to fund sponsor clients. Fund sponsor clients 
can also request specific information regarding the fees, if any, paid to Callan by the managers 
employed by their fund. Per Callan policy, information requests regarding fees are handled by 
Callan’s Compliance Department. 
   
 
Item 12 – Brokerage Practices 
 
FSC, IAG, ICG Groups 
With regard to its FSC, ICG, or IAG clients, Callan does not typically select broker-dealers for 
client transactions or determine the reasonableness of their compensation (e.g., commissions). 
 
Callan will, upon request, accept engagement to assist its FSC clients in conducting evaluations 
or searches for such providers as securities lending, transition management, or commission 
recapture programs and will identify brokers to its clients as part of these services. 
 
Callan has no soft dollar arrangements with any broker, and only accepts checks from brokers as 
payment for its hard dollar client fees.  
 
TAG 
With regard to the private trusts, the day-to-day investment decisions for the acquisition, 
disposition, and voting of portfolio investments are made by the sub-advisers Callan selects to 
manage the private trusts. Callan does, however, have the authority to select one or more broker-
dealers to perform transition management services for the private trusts in connection with the 
engagement or termination of sub-advisers. In addition to selecting the transition management 
broker-dealers, Callan has the authority to negotiate the commission rates paid to those broker-
dealers. In selecting the transition management broker-dealers for the private trusts, Callan 
considers the quality of execution and cost, but does not consider supplemental research, market 
or statistical information, or ancillary services provided by the broker-dealers. 
 
Information regarding the sub-advisers' brokerage placement practices is set forth in the private 
trusts’ private placement memorandum. 
 
With respect to TAG-advised funds, CITs, and OCIO engagements (TAG clients), Callan is 
authorized to select and to delegate to investment managers engaged by Callan for these clients 
the authority to choose broker-dealers to purchase, sell, and otherwise trade in securities. In 
selecting broker-dealers for these TAG clients and in connection with Callan’s and the investment 
managers’ obligations to seek best price and execution, Callan periodically reviews and evaluates 
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with the investment managers the services provided by broker-dealers, the quality and capability 
of execution, commission rates, and overall brokerage relationships. 
 
 
Item 13 – Review of Accounts 
 
For FSC clients who request performance measurement services, we review their accounts and 
provide a written report on a monthly and/or quarterly basis depending upon the level of service 
requested. 
 
On a quarterly basis, IAG members receive performance measurement reports for each of their 
clients utilizing the Callan UMA Program. 
 
With respect to the TAG accounts, the monitoring and reporting procedures are the same:  
 

1. Daily Reviews: The manager of investment operations and TAG employees typically 
receive and evaluate daily reports on the assets under its management. The daily 
information processed and reviewed includes net asset values, returns, returns for 
relevant indices, fee accruals, allocations between underlying funds and sub-advisers, as 
well as security-level information as needed. 

 
2. Monthly Reviews: TAG reviews a more comprehensive set of reports on the assets 

under its management monthly. In addition to the information in the daily reports, this 
includes securities lending activity, trading-cost analysis, return comparisons versus peer 
groups and benchmarks, and a rebalancing report. 

 
Investors in the private trusts receive monthly reports detailing their account balance, and 
return information for the private trusts, the underlying sub-advisers, comparative indices, 
and peer groups. Investors also receive a quarterly report with detailed performance and 
portfolio characteristic information. At their election, investors can also receive daily net 
asset value information, as well as security level holdings information for the private 
trusts and its sub-advisers.  

 
3. Periodic Reviews: TAG senior management and the investment committee for each 

account review the discretionary consulting services accounts periodically and more 
frequently when warranted by market or account conditions. Written reports are provided 
to clients quarterly, detailing account balances and changes in value from the prior 
quarter, investment performance comparisons to relevant benchmarks and/or peer 
groups, and analysis of risks and portfolio characteristics. 

 
 
Item 14 – Client Referrals and Other Compensation 
 
Callan may compensate individuals or entities for the referral of advisory clients to the firm, 
provided that appropriate disclosures and regulatory requirements are met. Currently, Callan has 
one agreement under which a solicitor is to be paid compensation for introducing new clients to 
Callan for the Callan GlidePath® Collective Investment Trusts. The compensation to be paid 
under this agreement was negotiated between Callan and the solicitor. The compensation 
arrangement is (i) disclosed to the client at the time of the solicitation or referral and (ii) will be 
paid out of Callan general funds and out of the total advisory fees received by Callan from the 
Callan GlidePath® Collective Investment Trusts from the solicited client. No solicited client will be 
charged an additional fee as a result of any referral or solicitor arrangements. Compensation 
includes fixed quarterly fees and ongoing payments based on a negotiated percentage of the 
investment advisory asset flows from the solicited client into the Callan GlidePath® Collective 
Investment Trusts for up to three years. 
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Callan will reduce or waive the fees for IAG services as described in Item 4 based on fees 
received by Callan from the UMA overlay manager that are attributable to fees received by it from 
clients of an IAG member having assets in the UMA program.  
 
Certain Callan employees are eligible to receive incentive compensation for new business 
introduced to Callan or the expansion of Callan’s services. Incentive compensation is paid by 
Callan and is not directly paid by the client. 
 
 
Item 15 – Custody 
 
Because of authority given to us by certain advisory clients, Callan is deemed to have custody of 
certain advisory client funds, securities, or assets held in accounts with qualified custodians. As 
an adviser with custody, Callan maintains clients’ funds and securities with qualified custodians 
who provide account statements directly to our clients or a selected independent representative 
on at least a quarterly basis. Clients should carefully review the statements received from their 
qualified custodians. 
 
 
Item 16 – Investment Discretion 
 
Callan generally does not exercise investment discretion with regard to its FSC, ICG, or IAG 
clients. Customized procedures would be developed on a client-by-client basis as the need 
arises. 
 
With regard to the private trusts, the day-to-day investment decisions regarding the acquisition, 
disposition and voting of portfolio investments are made by the sub-advisers Callan selects to 
manage the private trusts. 
 
With respect to the discretionary consulting services, Callan (through TAG) acts as an OCIO with 
discretion over and, in some cases, implementation responsibility for a wide range of decisions 
including asset allocation, portfolio structure, manager and fund selection, manager and fund 
termination, and rebalancing. Callan also provides advice as to the purchase and sale of mutual 
fund shares, and interests in private funds and separate accounts for these clients. 
 
In connection with the monitoring and maintenance of sub-advisers’ compliance with their 
applicable investment policies and guidelines, Callan has discretionary authority to direct the sale 
of securities to maintain alignment with such policies and guidelines should the need arise. 
 
 
Item 17 – Voting Client Securities 
 
As a general policy, Callan does not have or accept authority to vote proxies. 
 
While Callan has been delegated the authority to vote proxies, under the TAG discretionary 
consulting services agreements, with rare exception, we re-delegate such authority to investment 
advisers engaged in the account. 
 
With respect to the retirement program funds and their underlying core funds, Callan has been 
delegated authority to vote proxies on behalf of the fund and, in turn, with respect to the core 
funds, has delegated this authority to the sub-advisers engaged by Callan to provide portfolio 
management services to the core funds. Proxies are voted in accordance with each respective 
sub-adviser’s proxy voting policies and procedures, which are described in the retirement 
program funds’ Statement of Additional Information, a copy of which can be obtained by 
contacting Callan. 
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Item 18 – Financial Information 
 
Callan does not require or solicit its clients for prepayment of any amount of fees so is not 
required to include a balance sheet of our most recent fiscal year 
 
Callan does not believe it has any financial condition reasonably likely to impair the firm’s ability 
to meet contractual commitments to clients. 
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Callan LLC 
600 Montgomery Street, Suite 800 

San Francisco, CA 94111 
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This brochure supplement provides information on Callan’s personnel listed above and 
supplements the firm’s brochure.  You should have received a copy of that brochure.  
Please contact Ann C. DeLuce, Chief Compliance Officer, at the address above if you did 
not receive Callan’s brochure or if you have any questions about the contents of this 
supplement.  
 



Item 2 – Educational Background and Business Experience  
Name:   Paul M. Erlendson  
Year of birth:  1957 
 
Formal education after high school: North Dakota State University  
 
Business background experience for preceding five years: 
Senior Vice President   
  
Item 3 – Disciplinary Information 
Mr. Erlendson does not have any disciplinary information to disclose.  
 
Item 4 – Other Business Activities 
Mr. Erlendson does not have any other outside business activities to disclose. 
 
Item 5 – Additional Compensation 
Mr. Erlendson receives a regular salary and bonus, and is eligible for additional compensation based on 
new fees from his client base. 
 
Item 6 – Supervision 
Callan’s consultants are members of specialist or consulting teams who – along with Callan’s oversight 
committees – jointly formulate and monitor the advice provided to clients.  Mr. Erlendson reports directly 
to Janet Becker-Wold, Senior Vice President, who may be reached at 303-861-1900. 
 



Item 2 – Educational Background and Business Experience  
Name:   Gordon M. Weightman, CFA  
Year of birth:  1981 
 
Formal education after high school: Middlebury College, Vermont  
 
Business background experience for preceding five years: 
Senior Vice President 
Vice President 
  
Item 3 – Disciplinary Information 
Mr. Weightman does not have any disciplinary information to disclose.  
 
Item 4 – Other Business Activities 
Mr. Weightman does not have any other outside business activities to disclose. 
 
Item 5 – Additional Compensation 
Mr. Weightman receives a regular salary and bonus, and is eligible for additional compensation based on 
new fees from his client base. 
 
Item 6 – Supervision 
Callan’s consultants are members of specialist or consulting teams who – along with Callan’s oversight 
committees – jointly formulate and monitor the advice provided to clients.  Mr. Weightman reports directly 
to Janet Becker-Wold, Senior Vice President, who may be reached at 303-861-1900. 
 



 
 

Item 2 – Educational Background and Business Experience  
Name:   Jay V. Kloepfer  
Year of birth:  1960 
 
Formal education after high school: University of Oregon; Stanford University, California 
 
Business background experience for preceding five years: 
Executive Vice President  
  
Item 3 – Disciplinary Information 
Mr. Kloepfer does not have any disciplinary information to disclose.  
 
Item 4 – Other Business Activities 
Mr. Kloepfer does not have any other outside business activities to disclose. 
 
Item 5 – Additional Compensation 
Mr. Kloepfer does not have any additional compensation to disclose. 
 
Item 6 – Supervision 
Callan’s consultants are members of specialist or consulting teams who – along with Callan’s oversight 
committees – jointly formulate and monitor the advice provided to clients.  Mr. Kloepfer reports directly to 
Ivan Cliff, Executive Vice President, who may be reached at 415-974-5060. 
 
 
 



 

List of Callan’s Investment Manager Clients 

Confidential – For Callan Client Use Only 
 
Callan takes its fiduciary and disclosure responsibilities to clients very seriously. We recognize that there are numerous potential conflicts of interest 
encountered in the investment consulting industry and that it is our responsibility to manage those conflicts effectively and in the best interest of our 
clients.  At Callan, we employ a robust process to identify, manage, monitor and disclose potential conflicts on an on-going basis.   
 
The list below is an important component of our conflicts management and disclosure process.  It identifies those investment managers that pay Callan 
fees for educational, consulting, software, database or reporting products and services.  We update the list quarterly because we believe that our fund 
sponsor clients should know the investment managers that do business with Callan, particularly those investment manager clients that the fund sponsor 
clients may be using or considering using. Please note that if an investment manager receives a product or service on a complimentary basis (e.g. 
attending and educational event), they are not included in the list below. Callan is committed to ensuring that we do not consider an investment 
manager’s business relationship with Callan, or lack thereof, in performing evaluations for or making suggestions or recommendations to its other 
clients.  Please refer to Callan’s ADV Part 2A for a more detailed description of the services and products that Callan makes available to investment 
manager clients through our Institutional Consulting Group, Independent Adviser Group and Fund Sponsor Consulting Group.  Due to the complex 
corporate and organizational ownership structures of many investment management firms, parent and affiliate firm relationships are not indicated on our 
list.  
 
Fund sponsor clients may request a copy of the most currently available list at any time. Fund sponsor clients may also request specific information 
regarding the fees paid to Callan by particular fund manager clients.  Per company policy, information requests regarding fees are handled exclusively 
by Callan’s Compliance Department. 
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Manager Name 
Acadian Asset Management LLC 
AEGON USA Investment Management 
Aether Investment Partners 
AEW Capital Management 
Affiliated Managers Group, Inc. 
Alcentra 
AllianceBernstein 
Allianz Global Investors  
Allianz Life Insurance Company of North America 
American Century Investments 
Amundi Pioneer Asset Management 
Apollo Global Management 
AQR Capital Management 
Ares Management LLC 
Ariel Investments, LLC 
Atlanta Capital Management Co., LLC 
Aviva Investors Americas 
AXA Investment Managers 
Baillie Gifford International, LLC  
Baird Advisors 
Baron Capital Management, Inc. 
Barrow, Hanley, Mewhinney & Strauss, LLC 
Black Creek Investment Management, Inc. 
BlackRock 
BMO Global Asset Management 
BNP Paribas Asset Management 
BNY Mellon Asset Management 
Boston Partners  
Brandes Investment Partners, L.P. 
Brandywine Global Investment Management, LLC 
Breckinridge Capital Advisors, Inc. 
BrightSphere Investment Group (FKA  Old Mutual Asset) 
Brown Brothers Harriman & Company 
Cambiar Investors, LLC 

Manager Name 
Capital Group 
Carillon Tower Advisers 
CastleArk Management, LLC 
Causeway Capital Management 
CenterSquare Investment Management 
Chartwell Investment Partners 
Christian Brothers Investment Services 
CIM Group 
ClearBridge Investments, LLC  
Cohen & Steers Capital Management, Inc. 
Columbia Threadneedle Investments 
Columbus Circle Investors 
Credit Suisse Asset Management 
CS McKee, L.P. 
DePrince, Race & Zollo, Inc. 
D.E. Shaw Investment Management, L.L.C. 
Diamond Hill Capital Management, Inc. 
Dimensional Fund Advisors LP 
Doubleline 
Duff & Phelps Investment Management Co. 
DWS (Formerly Deutsche Asset Management) 
EARNEST Partners, LLC 
Eaton Vance Management 
Epoch Investment Partners, Inc. 
Fayez Sarofim & Company 
Federated Investors 
Fidelity Institutional Asset Management 
Fiera Capital Corporation 
First Eagle Investment Management, LLC 
First Hawaiian Bank Wealth Management Division 
Fisher Investments 
Franklin Templeton 
Fred Alger Management, Inc. 
GAM (USA) Inc. 
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Manager Name 
Gerding Edlen 
GlobeFlex Capital, L.P. 
GMO LLC 
Goldman Sachs Asset Management 
Green Square Capital LLC 
Greenwich Investment Management, Inc. 
Guggenheim Investments 
GW&K Investment Management 
Harbor Capital Group Trust 
Harding Loevner L.P. 
Hartford Funds 
Hartford Investment Management Co. 
Heitman LLC 
Hotchkis & Wiley Capital Management, LLC 
HSBC Global Asset Management 
Income Research + Management, Inc. 
Insight Investment Management Limited 
Intech Investment Management, LLC 
Invesco 
Investec Asset Management 
Ivy Investments 
J.P. Morgan 
Janus 
Jennison Associates LLC 
Jensen Investment Management 
Jobs Peak Advisors  
KeyCorp 
Lazard Asset Management 
Legal & General Investment Management America 
Lincoln National Corporation 
LMCG Investments, LLC 
Longview Partners 
Loomis, Sayles & Company, L.P. 
Lord Abbett & Company 
Los Angeles Capital Management 
LSV Asset Management 
MacKay Shields LLC 
Macquarie Investment Management (MIM) 
Manulife Asset Management 
McKinley Capital Management, LLC 
MFS Investment Management 
MidFirst Bank 
Mondrian Investment Partners Limited 
Montag & Caldwell, LLC 
Morgan Stanley Investment Management 
Mountain Lake Investment Management LLC 
MUFG Union Bank, N.A. 
Natixis Investment Managers 
Neuberger Berman 
Newton Investment Management 
Nikko Asset Management Co., Ltd. 
Northern Trust Asset Management 
Nuveen Investments, Inc. 
OFI Global Asset Management 
O’Shaughnessy Asset Management, LLC 
P/E Investments 

Manager Name 
Pacific Investment Management Company 
Pathway Capital Management 
Peregrine Capital Management, Inc. 
Perkins Investment Management 
PGIM 
PGIM Fixed Income 
PineBridge Investments 
Pictet Asset Management Ltd. 

PNC Capital Advisors, LLC 

Principal Global Investors  
Private Advisors, LLC 
Putnam Investments, LLC 
QMA 
RBC Global Asset Management 
Reaves Asset Management 
Regions Financial Corporation 
Riverbridge Partners LLC 
Robeco Institutional Asset Management, US Inc. 
Rockefeller & Co., Inc. 
Rothschild Asset Management Inc. 
Russell Investments 
Santander Global Facilities 
Schroder Investment Management North America Inc. 
Smith Graham & Co. Investment Advisors, L.P. 
Smith Group Asset Management 
South Texas Money Management, Ltd. 
Sprucegrove Investment Management Ltd. 
Standard Life Investments Limited 
State Street Global Advisors 
Stone Harbor Investment Partners, L.P. 
Sun Life Investment Management 
T. Rowe Price Associates, Inc. 
The Boston Company Asset Management, LLC 
The London Company 
The TCW Group, Inc. 
Thompson, Siegel & Walmsley LLC 
Thornburg Investment Management, Inc. 
Tri-Star Trust Bank 
UBS Asset Management 
VanEck  
Velanne Asset Management Ltd. 
Versus Capital Group 
Victory Capital Management Inc. 
Virtus Investment Partners, Inc. 
Vontobel Asset Management, Inc. 
Voya  
WCM Investment Management 
WEDGE Capital Management 
Wedgewood Partners, Inc. 
Wellington Management Company, LLP 
Wells Capital Management 
Western Asset Management Company LLC 
Westfield Capital Management Company, LP 
William Blair & Company LLC 

 



By Lee Barney

Sixty-five percent of institutional investors expect the bull market will end within the
next 12 months, according to a report from Natixis Investment Managers, “Keep
Calm and Invest On.” Seventy percent expect another financial crisis within the next
five years.

Seventy-nine percent believe the current market favors active management, and their
allocations to active strategies comprise 70% of their portfolios today, up from 64%
in 2015. Sixty percent think they are prepared to handle the risks in 2019.

“Our research shows institutional investors are already positioned for potential
market turbulence on the horizon,” says David Giunta, CEO for the U.S. and Canada
at Natixis Investment Managers. “For these sophisticated investors, actively
managed strategies and alternative investments are their tools of choice to help
optimize their portfolios for the challenges ahead.”

Institutional investors’ long-term target return is 6.7%, and 77% believe this is
realistically achievable. Fifty-six percent plan to maintain this goal in 2019, although
35% plan to lower it and 9% expect to raise it.

Despite bracing for increased volatility, institutional investors are not planning
major changes for their portfolios in 2019. They expect to trim their equity
allocations back from 38% to 36%, while raising their fixed income exposure from
37% to 38%, and cash, from 5% to 6%. Forty-one percent expect to decrease their
exposure to U.S. equities, and 36% plan to increase their exposure to infrastructure.

The sectors that institutional investors think will deliver above-market returns are
information technology (cited by 40%), health care (39%), energy (36%) and
financial services (36%).

Asked what they see as the biggest threats to performance, 77% said geopolitical
disruptions, such as tension with North Korea and Brexit. That is followed by trade
disputes (74%), the unwinding of quantitative easing (65%), asset bubbles (60%)
interest rate increases (56%) and market volatility (54%).

The areas where institutional investors fear there could be market bubbles are
cryptocurrency (64%), technology (45%), the stock market (41%), bonds (33%), real
estate (32%) and China (24%).

Eighty-four percent of institutional investors expect greater volatility in stocks in
2019, and 70% expect the same will occur in bonds.

Seventy-six percent expect the Federal Reserve will continue to increase interest
rates in 2019. Fifty-three percent are concerned about the pace of the rate hikes, but
only 27% are worried about the level of the increases.

Sixty-one percent  believe that active investments outpace passive investments in the
long run, and 78% are willing to pay a higher fee for outperformance.

They are also turning to private markets, with 51% saying that private equity or
private debt are an important part of their portfolio. Seventy-one percent say these



investments deliver higher returns, and 60% say they offer greater diversification.
Sixty-six percent say that even though they command higher fees, private market
investments are worth it for their potential performance.

Natixis Investment Managers’ findings are based on a survey of 500 institutional
investors in 28 countries that CoreData Research conducted in October and
November.



By Rebecca Moore

The estimated aggregate funding level of defined benefit (DB) plans sponsored by
S&P 1500 companies increased by 1% in November to 91%, as a result of an increase
in U.S. equity markets, according to Mercer.

As of November 30, the estimated aggregate deficit of $197 billion decreased by $11
billion as compared to $208 billion measured at the end of October.

The S&P 500 index increased 1.79% and the MSCI EAFE index decreased 0.31% in
November. Typical discount rates for pension plans as measured by the Mercer Yield
Curve decreased by one basis point to 4.42%.

“We saw a slight increase in pension funded status thanks to a rise in equity markets
at the end of November,” says Matt McDaniel, a partner in Mercer’s US Wealth
business. “We continue to see volatility in equity markets which is a concern for plan
sponsors. Many plan sponsors with glide paths in place were able to lock in gains
earlier this year while others may be in a tough position as market volatility has
continued.”

Wilshire Consulting’s estimate of the combined assets and liabilities of corporate
pension plans sponsored by S&P 500 companies with a duration in-line with the
FTSE Pension Liability Index – Intermediate found the aggregate funded ratio
increased by 0.7 percentage points to end the month of November at 90.3%.

The monthly change in funding resulted from a 0.3% increase in liability values,
which was more than offset by a 1.0% increase in asset values. The aggregate funded
ratio is up 5.7 percentage points year-to-date and up 4.5 percentage points over the
trailing 12 months.

According to October Three, pension finances stabilized in November, with both
model plans it tracks treading water during the month. Plan A eked out a fractional
improvement in November and is now up 6% for the year, while the more
conservative Plan B was unchanged last month and remains ahead by less than 1%
through the first eleven months of 2018. Plan A is a traditional plan (duration 12 at
5.5%) with a 60/40 asset allocation, while Plan B is a largely retired plan (duration 9
at 5.5%) with a 20/80 allocation with a greater emphasis on corporate and long-
duration bonds.

October Three says a diversified stock portfolio added more than 1% in November
and is now up 1% for the year. Bonds gained close to 1% last month, as Treasury rates
moved down more than 0.1% while credit spreads increased by almost as much,
leaving corporate bond yields down just a couple basis points. Through November, a
diversified bond portfolio is down 3% to 5%, with long duration bonds and
corporates doing worst.

Corporate bond yields fell a couple basis points in November, pushing pension
liabilities up less than 1%. For the year, liabilities remain down 4% to 8%, with long
duration plans seeing the biggest drops.

Legal & General Investment Management America’s (LGIMA)’s Pension Solutions’



Monitor shows pension funding ratios slightly increased throughout the month of
November, primarily driven by widening credit spreads and positive equity returns.
These gains were somewhat offset by a decrease in Treasury rates. It estimates that
the average plan’s funding ratio increased 0.7% to 90.3% during the month of
November.

LGIMA estimates the discount rate’s Treasury component decreased by 11 basis
points, while the credit component increased 12 basis points, resulting in a 1-basis-
point increase. Overall, liabilities for the average plan decreased approximately 0.3%,
while plan assets with a traditional 60/40 asset allocation increased approximately
1.1%.

According to Northern Trust Asset Management (NTAM), during the month of
November, the average funded ratio for S&P 500 corporations with pension plans
basically remained steady, just inching up from 88.6% to 88.7%. This was primarily
driven by a slight increase in asset returns partially offset by a drop in discount rates.

NTAM says global equity markets were up approximately 1.5% during the month,
and the average discount rate decreased from 4.16% to 4.13%.



Andrew Biggs

“Public Pension Return Assumptions Fall to All-Time Low,” reads a recent headline
in the trade journal Chief Investment Officer, which caters to state and local
government pension advisers. In fact, nearly the precise opposite is the case: never
before have public sector pensions assumed such high investment returns, and they
have done so through actuarial sleight-of-hand that few outside observers would
notice. All of this in service of minimizing government pension costs, a goal that
potentially violates pension trustees’ fiduciary obligation to work on behalf of public
employees and retirees.

Following the Great Recession’s dramatic stock market decline, state and local
government pensions were criticized for seemingly rosy investment return
assumptions. The near-8% returns assumed by many public plans seemed excessive
as independent financial advisers argued that 7% or even 6% returns were more
likely. In response, plans such as the California Public Employees Retirement System
(CalPERS) called it a “myth” that its assumed investment returns could not be
achieved.

That so-called “myth” notwithstanding, CalPERS itself shifted from an 8.25%
assumed return in 2002 to a 7.5% return assumption in 2011 and, beginning in 2018,
a 7.0% assumed return. CalPERS was joined by the vast majority of public plans, who
cut the average assumed investment return from 8.1% in 2002 to 7.6% in 2016.
Indeed, the National Association of State Retirement Administrators, which
represents public pension plans, reports that three-quarters of public pensions have
reduced their investment return assumptions since 2010 alone. Even if pension
return assumptions remain too high, as many independent experts believe, pension
plans seemingly have been responsive to financial reality.

CalPER’s 125 basis point lower assumed investment returns would, all else equal,
have raised the annual pension contributions of participating California governments
by a crushing 62%. Even the smaller 0.5 percentage point reduction in assumed
investment returns nationwide would have raised government contributions by
roughly one-quarter at a time many governments already were hard pressed to pay
their bills.

And yet those crippling pension contributions didn’t happen. The reason? While
news headlines focused on reduced investment return assumptions, pensions quietly
also cut their assumed rates of inflation. Because nearly all public pension benefits
receive annual inflation adjustments, what matters for pension financing is the real
rate of return net of inflation. And public pensions’ assumed real rates of investment
return are at record levels.

For CalPERS, a 1 percentage point cut in assumed inflation offset 80% of its much-
publicized 1.25 percentage point lower assumed investment return. Other public
pensions have gone even further, with the average assumed real investment return
nationwide rising from 4.2% in 2002 to 4.6% by 2016. Public pensions’ 0.4%
increase in assumed real returns came in the face of declining yields available on
Treasury inflation-protected securities over the same time period. As a result, the
risk premium pensions assume they’ll earn over safe investments skyrocketed from
0.7 percentage points in 2001 to 3.8 percentage points in 2017.



Average inflation-adjusted investment return assumed by state/local government
pensions.Andrew Biggs

Presumably public pensions will argue those cuts in assumed inflation were justified.
But the Social Security Administration reduced its inflation assumption by only 0.7%
from 2001 to 2017, while the Congressional Budget actually projects slightly higher
long-term inflation today than it did in the early 2000s. That’s consistent with the
rising implied inflation rate derived from looking at the difference in yields between
nominal and inflation-adjusted U.S. Treasury securities. It’s worrying that public
pensions cut their inflation assumptions by more than other government agencies at
precisely the time that such cuts were most needed to ease budget pressure on the
governments sponsoring traditional pensions.

The interesting question is why: why would pension trustees, with a fiduciary duty to
act in the best interests of pension participants and presumably a bias toward
conservative assumptions, instead squeeze the numbers to keep assumed investment
returns high and government pension contributions low? Why wouldn’t pension
trustees tell governments that, yes, they do need more money to keep their plans full-
funded? Instead, pension trustees cut governments a break.

The answer is that public sector pensions have become political animals. Many
pension boards include political appointees who, in serving two masters, wish to
cushion government budgets from rising pension costs. Union and employee
representatives also serve on pension boards and are aware that higher pension
contributions could mean lower salary raises for workers. Pension plans themselves
are engaged in a broader public relations battle to defend the affordability of their
benefits and to push back against reforms that might shift public employees to
401(k)-like defined contribution plans. All of this encourages pension trustees to
soft-pedal the rising cost of benefits rather than fulfilling their fiduciary duty to



ensure that state and local governments fully fund the benefits that are owed.

There is no clear solution to these problems. Governments are happy to offer
generous pension plans so long as they are not required to fully fund them. And
when regulation forces pension sponsors to improve funding, as happened in the
1970s for private sector pensions, employers stop offering them.

Nevertheless, pension trustees’ job is to tell government officials the true cost of the
pension benefits promised to employees. Government officials should either pay that
cost or stop making the promises. Pension plans’ manipulation of actuarial
assumptions to hide pension costs is a disservice both to government employees and
to the broader public.
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