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1) Review and Discussion of Next Century Growth (NCG) (small cap) Possible Motion 

to Recommend to the Board to Authorize a Search for a U.S. Small Cap Growth 
Manager  

a. NCG has been on Watchlist and Probation due to underperformance effective 
December 2010 and March 2011, respectively. 

b. Since its inception in November 2002, the account has trailed its benchmark, 
net of fees, by an annualized 4.2% (9.29% vs benchmark of 13.46%). The 
benchmark is Russell 2000 Growth Index +250 basis points.  

c. NCG is a small investment firm with limited resources. 
d. Although in April 2016, the Board approved an amended U.S. Equity Manager 

Structure to increase passive large cap core component up to 65%-75% while 
decreasing Small Cap Growth from 9% to 4-6 %, reducing the impact of this 
component, it seems clear to me that NCG is underperforming while ACERA 
takes on greater risk with this investment. 

e. The recommendation, which was approved, was for Staff and Verus, 
when the Workplan permits, to recommend a Search Methodology, 
Timeline, Search Criteria and Evaluation Matrix for approval before 
conducting a search for the U.S, Small Cap Growth Equity manager. 
 

Information Items 
 

1) Review of U.S, Equity Manager Structure 
a. U.S. large cap equity has been a fairly efficient asset class over trailing 3,5,7 

and 10 year time periods. Proposal to increase passive allocation from 70% to 
80%. Active managers have taken on more risk without commensurate 
increase in return. 

b. 3 alternatives were presented increasing large cap passive to at least 80%, 
decreasing active large cap value and growth, slightly increasing small cap 
and potentially moving to small cap core from growth and value. 

c. Staff to return with recommendation 
 

2) Review of ACERA’s Emerging Investment Manager(EIM) Structure and 
Implementation 

a. The Emerging Investment Manager structure has been in place for almost 10 
years without change. The intent of the program was to identify investment 
firms with less than $2 billion in assets under management that would not be 
identified through ACERA’s standard institutional manager process  

b. Bivium was chosen in 2008 to act as the Emerging Manager of Managers 
(MOM) although EIM policy allows for ACERA to directly hire Emerging 
Investment Managers and/or MOMs. There is currently a limit of 1% of 
Portfolio. 

c. ACERA EIM is in U.S. all cap equity, an efficient asset class where active 
managers have underperformed. 

d. Consider reallocating exposure to less efficient asset classes where 
active mangers have outperformed. 

e. Consider as part of a policy review. 
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