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Non-Traditional Investments – Organizational Chart by Function

2

Charlie Spiller, BS, CPM
Deputy CIO 

Non-Traditional Investments
25 years at PSERS

Pat Lorenz, BS
Administrative Assistant

1 year at PSERS, 23 as public teacher

Darren Foreman, MBA, CAIA
•Director
•23 years at PSERS

Luke  Jacobs, MBA, CFA
•Portfolio Manager
•20 years at PSERS

Mike Tyler, MBA
•Portfolio Manager
•11 years at PSERS

Mike Benson, BS, CPA, CGMA
• Sr. Investment Professional
• 4 years at PSERS

Patrick Knapp, CFA
• Portfolio Manager
• 1 year at PSERS

James  Del Gaudio, MBA
•Sr. Portfolio Manager
•4 years at PSERS

Vacant Position
•Int. Investment Professional

Bill Stalter, MBA
•Sr. Portfolio Manager
•17 years at PSERS

Melissa Quackenbush, BA
•Sr. Portfolio Manager
•1 year at PSERS

Melanie Cubias, MBA
• Sr. Investment Professional
• 11 years at PSERS

Carolyn Harley, BS
•Int. Investment Professional
•25 years at PSERS

Vacant Position
•Int. Investment Professional

Bob Little, BS, CPA
•Sr. Portfolio Manager
•20 years at PSERS

Vacant Position
•Sr. Investment Professional

•Private Equity / Venture 
Capital

•$7.0 billion AUM

•Private Credit / Special 
Situations

•$6.3 billion AUM

•Real Assets / Infrastructure
•$5.1 billion AUM

•Absolute Return
•$6.0 billion AUM

Tony Meadows, BS, CPA, CITP, 
CAIA
•Sr. Investment Professional
•8 years at PSERS
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Update:
$8.2B NAV, 223 active funds, 71 GP’s (managers)
Distributions of $1.9B outpaced contributions of $1.8B CY18
9.1% Net IRR for the one-year ending 12/31/18 versus -7.8% for the
*Custom Index (1,690 bps of outperformance)
11.4% since inception Net IRR performance vs. Burgiss All Private
Markets Benchmark of 6.3% and the *Custom Index return of 8.8%
2009 to 2018 commitments have a 14.9% Net IRR and a 1.6% Alpha
over the Burgiss PE benchmark
Private Markets Co-Investments (including the PENN portfolio) have a
24.3% Net IRR since inception and a 15.5% Direct Alpha over the
*Custom Index

*Custom Index = 70% Russell 3000/30% MSCI ACWI x US

Executive Summary – As of December 31, 2018



Private Markets Quarterly Update as of December 31, 2018
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Performance 1-QTR 1 1-YR 1 3-YR 1 5-YR 1 10-YR 1 Since-
Inception 1

Final - 4Q18 (0.10%) 9.11% 13.01% 8.69% 11.84% 11.36%
Blended Benchmark - 70% Russell 3000 / 30% 
MSCI ACWI x US Index as of 12/31/2018 2 (13.43%) (7.80%) 7.80% 5.87% 11.41% 8.82%

Burgiss Benchmark 3 (0.69%) 9.17% 12.40% 10.86% 12.56% 6.28%

Preliminary - 1Q19 3.50% 10.82% 13.88% 8.59% 12.87% 11.38%
1 Dollar-weighted (IRR)
2 Post-12/31/1998, the PSERS Blended Public Benchmark reflects a 70%/30% blend of the Russell 3000 and MSCI ACWI x US Indices, respectively. Prior to this date, the 
MSCI ACWI x US Index was unavailable, thus the MSCI World x US Net Total Return Index has been used in its place
3 Burgiss Index All Private Markets - 12/31/2018 - Source: AON (As provided by PSERS)
4 1Q19 metrics reflect preliminary data and may be changed due to increased information received by the general partners of the
underlying investments

Cash Flow Activity - Final - 4Q18 ($M)

New Commitments Contributions Distributions Residual 
Value Unfunded

Quarter $242.2 $575.9 $592.1
YTD $1,420.7 $1,754.9 $1,871.5
ITD $31,507.9 $28,202.1 $34,063.0 $8,219.3 $4,519.5

Asset Allocation ($M) Total Fund Target NAV Outstanding
Commitment

NAV + Outstanding 
Commitment

Final - 4Q18 $53,578.6 14.5% 15.3% 8.4% 23.7%
Preliminary - 1Q19 $55,763.0 14.5% 15.1% 7.8% 22.9%
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Private Markets Quarterly Update as of December 31, 2018
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Quartile Rankings:  PM Fund Commitments 2003-08 vs 2011-16
As of December 31, 2018
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PM Fund commitments last 10 years performing strong
As of December 31, 2018

Note: 
• Burgiss PM BM IRR is the Burgiss Index All Private Markets 

benchmark.
• Total Exposure PSERS is NAV plus unfunded commitments
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Portfolio by Core, Evaluating and Legacy
as per Hamilton Lane’s review
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Portfolio by Core, Evaluating and Legacy
as per Hamilton Lane at December 31, 2018
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Performance Summary by Strategy 
As of December 31, 2018
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Private Markets Net IRR Performance by Geography
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Private Markets Portfolio by Investment Style and Geography
As of December 31, 2018
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2.7 Million Total Jobs Supported

Approximate Jobs Figures
PSERS’ Core General Partners (81 PM Funds)

725,000 Net Jobs Created 
or Added
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Private Markets Portfolio Impact on PA
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New Commitment Summary – 2018
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Cash Flow Summary: Last 10 Years

Private Markets Portfolio Cash Flow
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Top 20 Total Exposures by General Partner
As of December 31, 2018
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Top LTM (last 12 months 2018) Contributors and Distributors
As of December 31, 2018
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Last Twelve Months 2018 (LTM) Net Value Drivers
As of December 31, 2108
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Returns during the GFC – by PE sectors
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What are the largest challenges for GP’s in PE?
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Dry powder continues to pile up.
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Healthcare and Tech Funds are gaining attention
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PE continues to meet investors’ expectations
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Buy and Builds have become more common
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Internal Co-Investments Deal Flow Funnel
Since Inception (Feb 2012 – To Date)

125 Co-Investments Reviewed

8 Declined by PSERS’ AIC

62 Declined After Due Diligence

46 Co-Investments (active)

1 Approved by AIC / GP Declined investment on legal 
terms

8 Realized/Exits
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Private Equity Internal Co-Investments
Realized and Unrealized Performance as of December 31, 2018

Investment Vintage Commitment
Cumulative 

Contributions
Cumulative 

Distributions Valuation IRR MoC DPI

Fund 1
PEIP #12 2014 $        15,000,000   $         12,086,263   $         44,163,159   $                  8,026   46.5% 3.65x 3.65x
PEIP #13 2014 13,000,000   13,035,722   94,207,284   - 90.6% 7.23x 7.23x
PEIP #2 2012 13,714,735   13,878,761   33,036,817   - 44.4% 2.38x 2.38x
PEIP #3 2012 8,701,022   10,000,061   25,540,380   - 22.5% 2.55x 2.55x
PEIP #4 2012 10,000,000   7,500,000   12,669,791   137,399   11.6% 1.71x 1.69x
PEIP #6 2013 11,252,164   10,161,660   18,637,634   - 16.1% 1.83x 1.83x

Total Realized 71,667,921   66,662,467   228,255,065   145,425   39.9% 3.43x 3.43x

Total Partially Realized 
and Unrealized 298,642,122   268,015,931   86,235,350   344,285,471   16.8% 1.61x .32x

Total - Fund 1 (2012) 370,310,043   334,678,398   314,490,415   344,430,896   25.3% 1.97x .94x

Total - Fund 2 (2017) 345,320,944   297,364,246   6,274,108   322,252,610   14.3% 1.1x .02x

Total - Private Equity 
Internal $   712,659,340   $       632,042,643   $       320,868,298   $        666,579,619   24.2% 1.56x .51x

Excludes Wilson Currency Hedge
Minor differences due to rounding
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Private Equity Internal Co-Investments
Performance by “Fund” as of December 31, 2018

Minor differences due to rounding

($mm)

Private Equity

Pennsylvania
Co-Invest Total Program

Fund I
(2012)

Fund II
(2017) Total

Wilson 
Currency

Hedge Grand Total
Performance (net of fees):

Inception IRR 25.3% 14.3% 24.8% n/a 24.8% 18.4% 24.3%

Benchmark * 10.5% -5.5% 9.0% n/a 9.0% 8.0% 8.9%

Direct Alpha 14.8% 19.8% 15.8% n/a 15.8% 10.5% 15.5%

1-Quarter (TWR) 3.9% 2.6% 3.8% n/a 3.8% -9.4% 2.3%

1-Year (IRR) 8.6% 18.8% 14.4% n/a 14.4% -3.1% 12.3%

3-Year (IRR) 18.8% n/a 18.6% n/a 18.6% 18.3% 18.6%

5-Year (IRR) 22.0% n/a 21.8% n/a 21.8% 18.2% 21.5%

Inception Multiple 1.97x 1.10x 1.58x n/a 1.58x 1.44x 1.57x

Commitment Summary:
Authorized $     1,000.0 n/a $        1,000.0 $           250.0 $        1,250.0 

Outstanding Cost $        238.0 $        295.3 $        533.2 n/a $           533.2 $             48.0 $           581.2 

Unfunded Commitments $          32.7 $          47.9 $          80.6 n/a $             80.6 $               2.5 $             83.1 

Available $        386.2 n/a $           386.2 $           199.5 $           585.7 

Flows & Valuations:
Contributions $        334.7 $        297.3 $        632.0 $            (.1) $           631.9 $             54.2 $           686.1 

Distributions $        314.5 $            6.3 $        320.8 $            9.2 $           330.0 $               8.5 $           338.5 

Valuations $        344.4 $        322.2 $        666.6 $              .0 $           666.6 $             69.8 $           736.4 
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Since Inception (Feb 2012) NAV Bridge
as of December 31, 2018

Excludes Pennsylvania Co-Invest and Currency Hedge
Minor differences due to rounding

$222.1 M
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Private Markets, Private Credit, & Private Real Estate
Management Fees, Carried Interest, & Other Expenses
(Dollars in Millions)

A        +       B       =        C        +     D       =         E                         F                     G         F – G = H       G/F

2018 Calendar Year
Management

Fees Offsets

Net 
Management 

Fees 
Other Fund
Expense 2

Total Direct Exp. 
of Managing 
Partnership

Total Dollars 
Earned Incl.

Carried Interest

Carried 
Interest 1

Net Dollars 
Earned to

PSERS
Carry as % 
of Gross

Private Markets $     139 $     (25) $    114 $      46 $            160 $         911 $      214 $      697 23.49%

Private Credit 68 (3) 65 24 89 337 68 269 20.18%

Private Real Estate 48 (4) 44 26 70                598 128 470 21.40%

Total $     255 $     (32) $    223 $      96 $            319 $      1,846 $      410 $    1,436 22.21%

1980 - 2018
Inception to Date 

As of 12/31/18
Management

Fees Offsets

Net 
Management 

Fees 
Other Fund
Expense 2

Total Direct Exp. 
of Managing 
Partnership

Total Dollars 
Earned Incl.

Carried Interest

Carried 
Interest 1

Net Dollars 
Earned to 

PSERS
Carry as % 
of Gross

Private Markets $  2,499 $   (239) $  2,260 $  512 $         2,772          $    17,522 $   3,437 $  14,085 19.68%

Private Credit
Not 

Collected 
Not 

Collected 432 150 582 2,891 433 2,458 14.98%

Private Real Estate
Not 

Collected 
Not 

Collected 1,129 286 1,345 10,725 1,712 9,013 15.96%

Total $  3,821 $  948 $         4,769 $    31,138 $   5,582 $  25,556 17.96%
See Footnotes on next page.
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Private Markets, Private Credit, Private RE Management Fees, Carried Interest & 
Other Expenses
Presentation Methodology

• PSERS used a best efforts approach to gathering the data necessary for this presentation.

• PSERS canvassed our active funds for Carried Interest, Mgt Fee Offsets and Other Fund Expenses detail by fund.  These amounts have 
not been tracked separately for financial statement presentation.

• PSERS added performance fees to Carried Interest estimates for Private Debt funds structured as “evergreen funds”.  These fees are 
separately accounted for and disclosed within the CAFR.  We included these fees in the analysis for comparative purposes.

• PSERS also did not have any Carried Interest, Other Fund Expenses or Mgt Fee detail by fund for liquidated funds included in Inception 
to Date as of December 31, 2018 amounts presented.  The Mgt Fees for Private Market liquidated funds were not available due to 
document retention policies and/or the fact that funds were no longer in existence.  Therefore, good faith estimates were used to calculate 
Private Markets, Private Credit, and Private Real Estate funds as detailed below:

• Liquidated Private Market, Private Credit and Private Real Estate fund’s carried interest was estimated by applying 25% to the 
combined Net Cash / Net Asset Value gain for those funds with an IRR of 8% or higher since inception.

• Liquidated Private Real Estate fund’s Mgt Fees were provided by Courtland Advisors via their internal records.

• Liquidated Private Market and Private Credit funds’ Mgt Fees were estimated in 2018 by applying the Mgt Fee rate on record to the 
Average Quarterly Commitment over PSERS first 16 quarters PSERS invested in those funds, these amounts were then rolled 
forward into 2018 inception to date.  For the remaining quarters PSERS invested in these funds, the Mgt Fee rate on record was 
applied to the Average Quarterly Adjusted Net Asset Value divided by each fund’s Multiple of Cost, to approximate average 
invested capital.

Note: It took more than 200 staff hours from PSERS and Hamilton Lane to provide this analysis.
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Private Markets, Private Credit, & Private Real Estate
Management Fees, Carried Interest, & Other Expenses
Footnotes to schedule

•1 Carried interest includes carried interest paid and accrued, offset by clawbacks.  Carried interest for all active funds and for all 
periods presented were verified for reasonableness by applying a carry of 20% to cash / Net Asset Value gains for those funds with 
an Internal Rate of Return in excess of 6% and inquiring about outliers for additional documentation and substantiation.

2 Other fund level expenses are partnership expenses per the Limited Partnership Agreement and are reimbursed to General 
Partner for services rendered and in some cases offset against Mgt Fees.
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 PM Program returned 9.1% in 2018 versus the PME which declined 7.8%
 PM Program has returned 11.4% since inception versus the PME return of 8.8%
 Staff has been able to select top quartile funds at a greater propensity:

 38% of the 2011 to 2016 Funds were in the top quartile versus 2003-2008 
Funds where 20% were in the top quartile

 Private Equity: 
 We will opportunistically add new GPs that have a proven ability to add value 

to their portfolio companies along with a consistent investment strategy, with 
the expectation of generating top quartile performance

 Co-Investment: 
 Portfolio has generated strong returns, exceeding expectations
 Deal flow has been very good

14 deals closed in 2018 - $250M of commitments (no mgmt. fee and carry)

 Venture Capital: 
 Will look to add some new emerging venture capital funds

Key Takeaways - Private Markets
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Performance Summary by Investment
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Performance Summary by Investment (continued)
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Performance Summary by Investment (continued)
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Performance Summary by Investment (continued)
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Performance Summary by Investment (continued)
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Performance Summary by Investment (continued)
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Performance Summary by Investment (continued)
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Performance Summary by Investment (continued)
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Performance Summary by Investment (continued)
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Performance Summary by Investment (continued)
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Performance Summary by Investment (continued)
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Performance Summary by Investment (continued)
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Performance Summary by Investment (continued)
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Performance Summary by Investment (continued)
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