
 
 

Investments Committee Report 21-02 
 
 
Date:  June 23, 2021 
 
To: Investments Committee  
 
From:  Staff 
 
Subject: Proposal for Refined Search Process for DCP Actively Managed Mandates 
 
 
Recommendation: 
That the Investments Committee approve the proposal from staff and investment consultant for 
executing the analytical process for the actively managed mandates for the Deferred 
Compensation Plan (DCP). 
 
Discussion: 
 

A. Background 
 
The Board of Deferred Compensation Administration (Board) has taken a number of actions with 
respect to procurements and search processes for DCP investment managers. Following is a 
summary of the Board’s actions to date regarding the search: 
 
• On June 18, 2019, the Board directed staff to draft revisions to the DCP Core Menu 

Investment Management Services and Stable Value Fund (SVF) Management Services RFPs to 
include an evaluation process aligning with the Board’s established mutual fund search 
process. The Board also asked staff to work with the City Attorney’s Office and Office of 
Contract Compliance to identify all non-applicable provisions of the City’s general contracting 
requirements for the investment of DCP funds.  

• On July 16, 2019, the Board approved staff’s proposed process to administer parallel mutual 
fund and institutional product procurement searches for all DCP investment mandates.  

• On January 14, 2020, the Investments Committee (Committee) reviewed and approved 
staff’s proposed revised RFPs. 

• On February 18, 2020, the Board approved and authorized the release of RFPs for (i) DCP 
Investment Management Services and (ii) SVF Investment Management Services. 
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• On August 17, 2020, the DCP Core Menu RFP was released; responses were due October 1, 
2020. Along approximately the same time frame Mercer executed the parallel mutual fund 
search process. 

• On February 16, 2021, following Investments Committee review on October 30, 2020, and 
prior Board consideration at its meetings on December 15, 2020, and January 19, 2021, the 
Board selected Galliard Capital Management to complete its SVF procurement process. 

• On May 18, 2021, the Board selected Vanguard to provide passive management services for 
the passively managed components of the DCP Bond, DCP Large-Cap Stock, DCP Mid-Cap 
Stock, and DCP Small-Cap Stock investment options, following prior consideration at its 
meeting on April 20, 2021. 

 
Mercer and staff are now prepared to move to the final stage of investment manager review, 
which includes all of the DCP’s actively managed investment mandates. The DCP Core Menu 
includes active managers for the following DCP investment options and investment mandates 
comprising various percentages of the Core Menu funds and overall DCP assets, as follows: 
 

DCP Core Fund Active Mandate Percent of DCP Core 
Fund 

Assets as of 
3/31/20 

DCP Bond Fund Core Plus Bond 50%  $          402,459,630  

DCP Mid-Cap Stock 
Fund 

Mid-Cap Growth/ Mid-Cap 
Value Equity 50%  $          240,449,004  

DCP Small-Cap Stock 
Fund 

Small-Cap Growth/ Small-Cap 
Value Equity 67%  $          319,667,198  

DCP International 
Stock Fund 

International Small-Cap/  
Emerging Markets/ 
Developed Markets Equity 

100%  $          712,142,473  

  TOTAL->  $     1,674,718,305  

  
% of DCP Assets-> 20% 

  

TOTAL DCP 
ASSETS  $     8,528,938,319  

 
All of the proposals submitted in response to the Board’s RFP were first reviewed by the 
Personnel Department’s Administrative Services Division (ASD) to ensure the applicable City’s 
general contracting requirements were met. All respondents were determined to have met the 
requirements necessary to proceed with further evaluation.  
 

B. Evaluation Process 
 
The RFP provides that the DCP consultant will prepare a report analyzing the responses across 
the various evaluation categories as delineated within the RFP Proposal Questionnaire. This 
report will combine both institutional funds proposed in response to the RFP as well as mutual 
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funds identified as a result of the search process. The RFP further provides that the analysis and 
findings will be reviewed and evaluated in collaboration with DCP staff and the Committee so as 
to allow the Committee to make recommendations for selection to the Board. The analysis 
includes the following evaluation factors: 
 

• Organizational Background and Strength – business strength and resiliency, tenure of 
senior professionals, commitment to retaining overall personnel, percentage of employee 
ownership and history of legal and regulatory proceedings. 

• Investment Experience – firm history of managing assets within the proposed investment 
fund portfolio, the scale of portfolio assets under management, and depth/tenure of staff 
specializing in the strategy. 

• Investment Approach and Process – manager process and capabilities with regards to 
building a portfolio and includes consideration of the amount of dedicated resources to 
the strategy, trading and research, the investment portfolio guidelines, typical number of 
portfolio holdings, typical portfolio turnover rates, and expected sources of value added 
versus the benchmark. 

• Investment Performance – portfolio composite ranking relative to its peer group and 
relative to its benchmark, as well as the strategy risk-adjusted performance. 

• Portfolio Transition – ability of each manager to assume the current portfolio and 
formulate a transition plan.    

• Administrative and Reporting – manager’s capabilities with regards to interfacing with the 
DCP’s Third-Party Administrator (TPA), Voya, providing timely performance reporting for 
the DCP, supporting plan participant communications, and providing the City with back-
office support as issues may arise. 

• Fees – competitiveness of fees on a total cost basis including investment management 
fees. 

 
Evaluation will proceed through stages of consultant, Committee, and Board review. As the 
review process proceeds, the City has the option to request and consider updated performance 
information and portfolio characteristics from all RFP respondents. The City also has the option 
to request oral presentations of all of or the highest-ranked respondents prior to making a final 
selection.  
 
The first step in the review process is the Committee’s consideration of the analysis and review 
prepared by Mercer Investment Consulting (“Mercer”). Given the large number of candidates, 
following discussions with staff, Mercer has prepared a proposal with respect to how to most 
efficiently conduct the analysis with the Committee (Attachment A). Briefly, following evaluation 
of all RFP respondents and mutual fund candidates on RFP evaluation categories, as part of its 
Phase 1 review Mercer would remove from the candidate list those funds not meeting certain 
key criteria applying to the evaluation categories and which would otherwise be the basis for 
ranking candidates in any event. This would allow Mercer to move immediately to Phase 2 of its 
process, which would involve the more detailed comparative analysis that has been provided to 
the Committee in the past for other mandates. Staff supports this approach because it would 
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move the evaluation process forward more efficiently and with a focus on the highest quality 
candidate funds. Staff therefore recommends that the Committee approve the proposal from 
staff and investment consultant for executing the analytical process for the actively managed 
mandates for the DCP. 
 
 
Submitted by:   _______________________________________ 

Steven Montagna, Chief Personnel Analyst 



ATTACHMENT A





   





ORGANIZATIONAL BACKGROUND & STRENGTH
Key  metrics:

• Total firm assets under management
• Total Investment Professionals
• Year firm was founded

Yes

No

Remove from 
considerationDoesn’t meet 

expectations

Meets expectations

MINIMUM QUALIFCATIONS
• Does respondent meet minimum requirements outlined in Section

2.2 of the RFP? Remove from 
consideration

INVESTMENT EXPERIENCE
Key  metrics:

• Strategy team personnel depth and experience
• Scale of strategy assets

Appears reasonable 
(proceed to next page)

Remove from 
considerationDoesn’t meet 

expectations



Remove from 
consideration

INVESTMENT APPROACH AND PROCESS
Key metrics:

• Investment Approach and Number of holdings
• Turnover

PERFORMANCE
Key metrics:

• 5-year performance above median?
• 5-year information ratio and Sharpe ratio better than median?
• High correlation with stated benchmark

ADMINISTRATIVE & REPORTING AND TRANSITION
Key metrics:

• Availability in vehicle which provides a daily NAV?
• Requires additional service provider to support?
• Strategy can be easily transitioned? 

Continuing from prior page

Approach less 
desirable

Remove from 
consideration

Appears reasonable

Meets expectations

Doesn’t meet 
expectations

Remove from 
consideration

CANDIDATES FOR STAGE 2 CONSIDERATION

Attributes less 
desirable 

Meets expectations

INVESTMENT EXPENSES
Key metric:

• Fees after revenue sharing are reasonable

Remove from 
considerationFees falling in 

most expensive 
quartile of 
candidates 

Expenses reasonable



Task ID Task Description

Task 
Duration 
(Days) Start Date End Date

Investments Committee 
Meeting Date/Tentative 
Meeting Date

Performance 
Data

1 Passive US Bond Completed 4Q20

2 Passive US Large-Cap Equity Completed 4Q20

3 Passive US Mid-Cap Equity Completed 4Q20

4 Passive US Small-Cap Equity Completed March 19,2021 4Q20

Stage 1 Deck - present to Investments 
Committee June 23, 2021

Stage 1 for all asset classes 30 June 17, 2021 July 17, 2021 July 26, 2021 1Q21

5 Active International Small-Cap Equity 7 July 17, 2021 July 24, 2021

August 16, 2021

1Q21

6
Active International Developed Markets 
Equity 7 July 24, 2021 July 31, 2021 1Q21

7 Active International Emerging Markets Equity 7 July 31, 2021 August 7, 2021 1Q21

8 DCP International Stock Fund Finalist Report 7 August 7, 2021 August 14, 2021

September 7, 2021

2Q21

9 Active Core Plus Bond 14 August 14, 2021 August 28, 2021 2Q21

10 DCP Bond Fund Finalist Report 7 August 28, 2021 September 4, 2021

October 11, 2021

2Q21

11 Active US Mid-Cap Value Equity 14 September 4, 2021 September 18, 2021 2Q21

12 Active US Mid-Cap Growth Equity 14 September 18, 2021 October 2, 2021 2Q21

13 DCP Mid Cap Stock Fund Finalist Report 7 October 2, 2021 October 9, 2021

November 15, 2021

2Q21

14 Active US Small-Cap Value Equity 14 October 9, 2021 October 23, 2021 3Q21

15 Active US Small-Cap Growth Equity 14 October 23, 2021 November 6, 2021 3Q21

16 DCP Small Cap Stock Fund Finalist Report 7 November 6, 2021 November 13, 2021 November 22, 2021 3Q21





AllianceBernstein Manning & Napier

Brown Capital Oakmark

DFA Royce

Fidelity Vanguard

Goldman Sachs

Mutual Fund Only

Acadian Mondrian

American Century Principal*

Barings T. Rowe Price

Fidelity TimesSquare*

Franklin Templeton* Victory Capital*

Kayne Anderson William Blair

Institutional Product RFP Response

AllianceBernstein Manning & Napier

Brown Capital Oakmark

DFA Royce

Goldman Sachs Vanguard

Mutual Fund Only

Acadian Mondrian

American Century Principal*

AQR T. Rowe Price*

Barings TimesSquare*

Fidelity Victory Capital*

Franklin Templeton* William Blair*

Kayne Anderson

Institutional Product RFP Response



Acadian Mondrian

American Century Principal*

Barings T. Rowe Price

Fidelity TimesSquare*

Franklin Templeton* Victory Capital*

Kayne Anderson William Blair

Institutional Product RFP Response

AllianceBernstein Manning & Napier

Brown Capital Oakmark

DFA Royce

Goldman Sachs Vanguard

Mutual Fund Only

Acadian Principal*

American Century T. Rowe Price

Fidelity TimesSquare*

Franklin Templeton* Victory Capital*

Kayne Anderson William Blair

Mondrian

Institutional Product RFP Response

AllianceBernstein Goldman Sachs

Brown Capital Oakmark

DFA Vanguard

Mutual Fund Only



Acadian Principal*

American Century T. Rowe Price

Fidelity TimesSquare*

Franklin Templeton* Victory Capital*

Kayne Anderson William Blair

Mondrian

Institutional Product RFP Response

AllianceBernstein Goldman Sachs

Brown Capital Oakmark

DFA Vanguard

Mutual Fund Only

Acadian T. Rowe Price

American Century TimesSquare*

Fidelity Victory Capital*

Kayne Anderson William Blair

Mondrian

Institutional Product RFP Response

AllianceBernstein Brown Capital

Mutual Fund Only



Acadian T. Rowe Price

American Century TimesSquare*

Fidelity Victory Capital*

Kayne Anderson William Blair

Institutional Product RFP Response

AllianceBernstein Brown Capital

Mutual Fund Only

AllianceBernstein

Mutual Fund Only

Acadian T. Rowe Price

American Century TimesSquare*

Fidelity Victory Capital*

Kayne Anderson William Blair

Institutional Product RFP Response



AllianceBernstein

Mutual Fund Only

Acadian T. Rowe Price

American Century TimesSquare*

Fidelity Victory Capital*

Kayne Anderson William Blair

Institutional Product RFP Response



Business Strength And 

Resiliency

Number of Investment 

Professionals
Firmwide Assets ($B) Year Firm Founded

History Of Legal And 

Regulatory Proceedings*

217 107.2 1986

196 212.5 1958

773 345.2 1940

634 257.6 1946

727 1,497.6 1947

62 51.7 1984

69 54.9 1990

561 545.0 1998

2449 1,470.2 1937

46 16.2 2000

224 147.2 1894

143 69.7 1935

582 685.9 1971 N/A*

20 18.5 1983 N/A*

571 600.8 1981 N/A*

706 1,953.8 1988 N/A*

153 20.1 1970 N/A*

48 103.6 1976 N/A*

59 14.5 1972 N/A*

277 6,742.2 1975 N/A*



History Of 

Managing Intl SC 

Equity

Scale Of Intl SC 

Equity Assets 

Under Management 

($B)

City of LA % of 

Strategy Assets

Number of Portfolio 

Managers

Investment 

Approach

Typical Number of 

Holdings*

Expected Annual 

Turnover (per 

manager in Mercer 

Insight DB)

EM Exposure

1993 9.3 1.3% 18 Quantitative 1,488 60% 0.0%

2001 2.0 6.1% 3 Fundamental 126 150% 17.9%

2009 1.1 10.9% 4 Fundamental 104 Not provided 1.5%

1995 2.6 4.7% 2 Fundamental 200 45% 3.9%

1991 3.7 3.3% 21 Fundamental 109 Not provided 22.4%

2012 3.0 4.0% 2 Fundamental 42 30% 20.2%

1998 6.0 2.0% 4 Blend 85 30% 0.0%

1995 4.8 2.5% 2 Fundamental 205 75% 0.0%

1988 12.3 1.0% 3 Fundamental 218 60% 21.5%

2012 2.9 4.2% 1 Fundamental 75 40% 8.7%

2007 4.5 2.7% 4 Fundamental 216 75% 4.9%

2004 3.1 3.8% 2 Fundamental 105 100% 25.0%

2014 3.6 3.3% 2 Fundamental 100 45% 10.5%

2013 2.5 4.9% 4 Fundamental 41 Not provided 0.8%

1996 14.4 0.8% 42 Quantitative 4,227 13% 2.2%

2005 3.6 3.3% 21 Quantitative 353 Not provided 0.0%

2012 1.1 10.8% 1 Fundamental 80-105 85% 14.0%

1995 2.1 5.7% 3 Fundamental 59 40% 14.1%

2010 1.1 10.5% 1 Fundamental 61 21% 3.4%

1996 2.8 4.4% 6 Blend 533 29% 9.4%



Overall 5-Year 

Performance Relative 

to Universe

5-Year Std Dev 5-Year IR 5-Year Sharpe Ratio

Correlation vs MSCI 

EAFE Small Cap 

Index

Overall Performance 

Metrics (1-20)

11.3 16.9 0.5 0.6 0.99 17 MSCI EAFE Small Cap

13.8 18.7 0.7 0.7 0.96 17 MSCI ACWI ex-US Small Cap

10.0 16.5 0.1 0.5 0.99 17 MSCI EAFE Small Cap

10.7 17.5 0.3 0.5 0.99 16 S&P Developed ex-US SmallCap

8.8 18.0 -0.3 0.4 0.99 10 MSCI ACWI ex-US Small Cap

19.8 17.4 1.6 1.1 0.96 19 MSCI ACWI ex-US Small Cap

10.1 17.7 0.1 0.5 0.99 16 MSCI World ex-US Small Cap

8.9 18.3 -0.3 0.4 0.99 10 MSCI World ex-US Small Cap

16.0 17.0 1.3 0.9 0.96 20 S&P Global ex-US SmallCap

10.3 19.4 0.1 0.5 0.98 14 MSCI EAFE Small Cap

10.5 18.2 0.2 0.5 0.99 15 S&P Developed ex-US SmallCap

12.2 18.3 0.5 0.6 0.97 15 MSCI ACWI ex-US Small Cap

11.0 18.0 0.3 0.5 0.99 16 MSCI ACWI ex-US Small Cap

22.5 17.9 1.5 1.2 0.89 17 MSCI ACWI ex-US Small Cap

9.1 18.2 -0.3 0.4 1.00 10 MSCI ACWI ex-US Small Cap

8.7 17.3 -0.5 0.4 0.99 12 MSCI EAFE Small Cap

15.2 17.2 0.8 0.8 0.94 19 MSCI ACWI ex-US Small Cap

8.8 23.3 -0.1 0.3 0.97 9 MSCI World ex-US Small Cap

15.1 16.3 1.0 0.9 0.95 19 MSCI ACWI ex-US Small Cap

8.0 18.6 -0.5 0.4 0.99 9 S&P EPAC SmallCap



Able to provide a 

daily NAV?

Additional Sep. Acct 

Costs/Reporting
Separate Account CIT

Mutual Fund (Rev. 

Share)

Most Cost Effective 

and/or Viable Vehicle

0.67% 0.85% 0.85%

0.87% 0.95% 0.95%

0.78% 0.78%

0.75% 0.75%

0.80% 1.03% 1.03%

0.80% 0.80% 0.80%

0.75% 0.75%

0.70% 1.08% 0.70%

0.90% 1.00% 1.00%

0.95% 0.98% 0.95%

0.75% 0.96% (0.10%) 0.75%

0.89% 0.89%

1.09% (0.25%) 1.09% (0.25%)

1.15% 1.15%

0.44% 0.44%

0.99% (0.30%) 0.99% (0.30%)

1.01% 1.01%

1.37% (0.35%) 1.37% (0.35%)

1.19% (0.20%) 1.19% (0.20%)

0.39% 0.39%






