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I. CALL TO ORDER

Chair Ahuna — Calls the Committee on Resource Management to order at 10:00 am,
noting for the record the following Trustees present:

Present Excused Comments

TRUSTEE LEI AHU ISA X

TRUSTEE KALEI AKAKA X

TRUSTEE KELI ‘I AKINA X
TRUSTEE BRENDON KALEI ‘AINA LEE X

TRUSTEE HULU LINDSEY X

TRUSTEE ROBERT LINDSEY X

TRUSTEE JOHN WAIHE’E 10:06 arrived

CHAIRPERSON DAN AHUNA X

TOTAL 8

At the Call to Order, there are eight (8) Trustees present.

Chair Ahuna announced a 72-hour waiver for materials under agenda item IV. A.
Discussion of OHA baseline spending vs. investment — SPIRE Hawaii (Certified Public
Accountants for Fiscal Sustainability) and item V.C. Action Item RM 19-01: Member
approval of procedures to change the management structure of Hi9lei Aloha LLC and
Ho’okele Pono LLC.

II. PUBLIC TESTIMONY

None.

III. APPROVAL OF MINUTES

A. January9, 2019

Chair Ahuna deferred the January 9, 2019 minutes and executive session minutes for
January 9, 2019 to the next RM meeting.
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IV. UNIFINISHED BUSINESS

A. Discussion of OHA baseline spending vs. investment — SPIRE Hawaii
(Certified Public Accountants for Fiscal Sustainability)

Chair Ahuna calls Rodney Lee and Lucas Sayin of SPIRE Hawaii to present.

Rodney Lee greets and thanks Trustees to be able to provide a presentation to the
Board. They will clarify and answer questions or otherwise if needed. He said he will
not go through every slide, but all Trustees has them in front of them.

Chair Ahuna calls Rodney Lee and Lucas Sayin of SPIRE Hawaii to present.

Chair Ahuna asks if someone is on the phone. He finds out Segal Marco Investment
staff and State Street advisors are on the phone.

Ray Matsuura says I have someone on the phone. Inaudible

Trustee Lee says it doesn’t mute us, they need to mute. They can’t hear us. Then, they
cannot, inaudible.

Rodney Lee were on mute. They can’t hear us.

Kamana’opono Crabbe asks Ray to contact them, to tell them we are in meeting and if
they can call in at the appropriate time.

Trustee Lee says or tell them to mute their phone.

Rodney Lee greets Trustees, provides presentation to the Board on OHA Fiscal Efforts.
Discussed FSP and how it relates to spending investments in the fact that it discussed
many of the terms of spending or investment concerns. At the point of liability of the
pension benefits. We are also looking at protecting the parts of the trust and looking at
legal and taxable structures to protect it against risk, mainly in land. We’re looking at
the obligation that OHA had with DHHL and to the extent that OHA’s obligation to DHHL
is something that it’s proving valuable to the trust itself. As well as the obligations and
total financially. With respect to real estate investment how to activate the commercial
assets as well as understanding the nature of real estate, the types of real estate from
programmatic lands, legacy lands and commercial real estate. Looking at how
spending over all impacts OHA. Where are we now? Critical fiscal matters that need to
be discussed. To the left are not necessarily policies but they refer to polices. Topics
within spending itself. How those are related to a policy and you notice that each one
has its own you know the relationship to multiple policies that have impacted overall.
Currently all of OHA’s finances especially with related to expenditures are all within one
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bucket. Basically look through entirety of the budget it’s every year, each one of those
whether it’s investment-related, debt-related, operating related are all combined itself
and some of that is where the uncertainty of how to manage it comes from. The second
is understanding that spending right also looks at, how do you integrate that with other
types of state agencies. As part of their chapter 10 mandate 1 OB, OHA supposed to
coordinate and collaborate within the agency’s itself, is how does it look at and how
does that affect overall net spending. OHA’s obligation to pay debt effects of increased
fringe rate and DHHL commitment and how it affects overall spending, currently right
now all of those come from your operating your core operating expenses. On the
investment side things to look at in the real estate and financial assets have been a long
discussion around these two and how they should not be managed in the same way.
They are not the same type however, it should be some collective goals. In other trusts
and endowments, it’s a blended rate and a blended goal. Those things help to support
one another whether the market is up or down. Or real estate is actually returning even
more so to look at that. As was mentioned previously by Trustee Akina the market
volatility right we looking or looking at it we see the volatility it’s there we know that the
reports are not necessarily that favorable, so we got to consider what the overall net
effect on what that means on investment. How to adjust to that is going to be of great
concern. That means OHA needs to set some benchmarks and find solutions for
greater returns on those commercials assets, those need to be considered overall.
While that’s not a policy of real estate asset strategy itself. OHA should consider
whether programs are expenditure related or investment related, and some of yours are
what you choose to do and what is mandated for what you do. Those mandates are
given to you by proviso’s those that are established with in the bill and the others are
what you choose to do and those should be treated differently and considered
differently as you go along. Obviously the big topic that has been on the table for
several years is how to raise capital for the development of Kakaako Makai fKM). Are
you in the position to do that in the right condition? Is it the right structure to be able to
entertain that? Does OHA have a plan for the repayment of all its debts? Do you have
right now the ability to draw on some type of resource or dedicate from resources to get
it done? Does the policy from the board explain how and when it can be used. Right
now much of the OHA’s debt is tied to mostly real estate assets that can be converted
to something, some solution. You can see that it involves a discussion around the
investment policy. How debt is being used. The real estate asset strategy as well as a
legal structure in the way of protecting it, because the one thing you have, which I’ll go
back to real estate itself is, right now you are at 100% exposure. I know we said this
before; your one hundred percent spoilers are all real estate assets because it is under
the trust. Something to think about this other topic you know it’s the state auditor
brought up within the calculation of overall spending in the fiscal reserve. When I say
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the (inaudible) use of the fiscal reserve is, what’s the objective around it, what are you
trying to achieve. Is it people have an operating reserve but you don’t necessarily fall in
that bracket. Operating resources are where there is risk to revenue and because you
don’t really have necessary revenue where’s the risk. What is it going to be you know
there’s some proposals around that. It’s a time and a place to place risk at the very top,
if not the very top of it, as one of the most important aspects to be covering. OHA’s land
assets as I said is 100% at risk for the entirety of the trust. We think OHA needs to
adopt an enterprise risk management framework. To help inform most decisions, so
you understand how to make those decisions going forward. OHA needs to resolve and
respond to all audit findings. That is also a risk factor when you look at overall ability to
finance, overall ability to be partners and overall perception of fiscal matters. I wanted
to take this into a more practical discussion of how all this stuff folds together and use
one example, related to debt and land, that can kind of take you through how this whole
thing kind folds to. We take into consideration this building, Na Lama Kukui (NLK) and
the debt that’s attached to this building. It’s a commercial loan, 24 million, appraised
value 48 million, that’s great, wondertul things. Currently the commercial loan is liened
against the property and collateralized by the trust fund, again you know it’s exposed
overall. There is no explicit way to establish payment of the balloon payment. All the
interest payments have been through the core operating budget and there are balloon
payments that are going to be looming as a result of that. An asset of the trust, it is
vulnerable over the plane of the against the assets as well as the trust fund. I keep
repeating that sentence because the risk is in this case more than the actual debt.
Think about it. The value of the trust fund. OHA needs to determine how much debt
can be used as leverage against the assets and what assets it will take it against. What
are the options? It can refinance the existing commercial loan using the appraisal
value, however banks will still place lien on property as well as some amount of trust
fund to meet financing terms. Which still puts the Native Hawaiian Trust Fund (NHTF)
at risk against the direct assets of the fund. Any claims against building would be
placed against its entirety of the assets. OHA will have to dedicate some revenue to
allocate to be used for repayment of the financing. Right now, not sure exactly how that
it structured. We discussed at length with work groups of placing it an LLC. The reason
for that is to minimize the risk, that’s why an LLC is important. It’s to shelter the asset,
so that the limitation of the liability cannot exceed beyond the actual entity itself. You
need to seek legal opinion and placing it in an LLC and how to do that and we strongly
recommend that you seek that. Then once you establish the need to establish it, based
on the legal opinion itself. OHA itself would maintain the controlling interest and that is
how the linkage is to the trust, in the controlling interest, within the equity of it. The LLC
wouldn’t have to maintain its own financials; the LLC wouldn’t have to shop for the
refinancing of NLK, which require additional seed funds to satisfy the financier. And
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would have to use the profits from the lease revenues used to pay for the note. I’m
taking you down a course, please forgive me if it’s a long and it’s a little bit arduous, by
just how this all applies and how this all intersects. So what needs to get done, that is
the topic, everyone wants to get something done. As I mentioned before in the
investment policy and it’s determining that the segmentation between financial assets
and real assets. Real assets being in this case land. Setting allocation, setting
benchmarks are our targets as well, if money’s would be transferred in some way or
form. Right now you have a spending policy that dictates what the financial (inaudible)
how would it be in a real asset. Developing a real asset strategy, you need a strategy to
understand what is the plan for these real assets has going forward. Discussed
financing, seeking financing deals, review, how to negotiate and close. Any financier
will ask these questions as you seek them. This is the type of work the board needs to
be able to get done. The board has a lot to contribute, is to resolve the financial
consideration and finance value versus risk. What’s the benefit risk kind of assessment
and then overall management of assets. How do you overall balance this out and
understand how each one works, especially in the consideration of the market market
volatility. Having a blended goal between financial and real estate will actually help as
another buffer against earnings itself, so you can actually use highest and best use to
make sure the decisions are made in that way. You are probably going to hear from
your money manager is that the next two years are going to be something to watch.
The overall net earnings are going to be still positive but how are you going to do that,
to manage overall. Real assets becomes a part of the conversation I know Trustee
Hulu was trying to get that going for a long time. I mentioned before in the other slide,
how to pay for the other obligations and this is just a graph of estimates, based on
information that we had available, against core operating budget. Percentiles from
DHHL Grant, Fringe benefit, debt payment, Grants, all other OPEX. We have to figure
out solutions, quickly. This dichotomy exists and why that’s so difficult. OHA must find a
way to reconcile its own identity. Revise fiscal reserve guidelines, to clarify allowable
and unallowable uses. To maximize the return of assets you also have that charge right
it’s also an investment you believe are important are going to drive value-added
improvement. How do you do that? One-way or think about this idea of (inaudible)
says social return on investment that means that it does not sacrifice financial,
economic, or social. To make the best decisions on what programs to be put forth and
how to find those programs as a trust fund. It also talks about the relationship of money
and how what should be under scrutiny as public money and what issues should be
under your private money. That’s important because of the even though the viewpoint
within many of the community of OHA’s money is public and that’s not entirely true and
you guys know it. Its how do you present that. One way to present that is to look at
what is at the core of what you need to do, legally required versus the non-core of what
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you want to do, that’s mission-related. This is important on several factors not just the
way of how you make decisions that is what you are making decision for. Are you
legally required under the state obligations? Are you meeting the state obligations itself,
are you within the compliance measures that the state requires and does it cover the
aspects of services that are supposed to be delivered by the state through OHA. So we
have examples of those general admitted services are generally operating it overall
advocacy which is covered by the state and the state mandate. Research which is
mandated again in the chapter 10. Grants and programs administered and included in
within the bill that you put through the stat for the general funding as well as others that
you also administer yourself. General investment management and community
outreach. These are all components within that. Outside of that, how do you think
about mission-related things, which is capacity-building? How do you improve the net
the net gain of the native Hawaiian condition? Is it mission related Investments or
programmatic investments, is it asset growth and development, are there new ventures
or innovation that you’re going to be looking at to be able to further the cause and to be
able to improve the conditions of native Hawaiians. What can OHA do? Reference the
state audit report and the recommendations that are there. Ensure compliance with
HRS Chapter 10-17. Consider implementing the solicitation process again. You want
the metrics and that’s something I know, Trustee Akina had championed, is what do we
want, what do you want from this thing and have that discussion now, so that there’s
real value to it. I think it’s the right time, to see all of the minds meet. Adopt information
system from improving administration of grants that isn’t deliverable, to understand how
OHA can be even more transparent. Number two, I review the spending policy in light
of the spending challenges as we discussed in the previous slides. Does the policy
allow the challenges to be met. Where does it exist? Is it a debt against and asset or
the debt on overall general operations and how does that fit on either side of the
spectrum. Revise fiscal reserve guidelines to clarify allowable and unallowable uses,
that’s probably the easiest way to update it, but you know what I said before, to
understand the use of it. What is the use and stay within the use, so that it doesn’t get
reported. Revise definitions within trustee allowances and sponsorships. That’s an
exercise in minimizing risk. So the risk of perception of the trust and prove it all over all
and then create guidelines that is not going to be a significant factor going forward, On
the opposite end what can I do to address investment challenges. It’s already adopted
best practices for asset allocation within financial securities but it needs to do so for
land. It needs to accept that business plan for land management which is
recommended last year and recommended by the state auditor recommended by us. So
that you can make good judgement on land itself. Revise, adopt and assess all his
investment policies and strategies and make the changes as necessary, as you start to
develop this understanding around your asset allocation. How is it related to spending
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and investment. I know for the those trustees that have been here in the last several
years, you’ve heard this before, so forgive me if I repeat this again. It’s really managing
the balance sheet, in this case referencing a government agency, the statement of net
position. Boards dive into the overall operating expenses and income statement
management, statement of activities. In the statement here, when the pressure builds
to improve performance most (inaudible) business leaders adopt measures that affect
the income statement. They cut discretionary spending, centralize support functions, lop
off unnecessary layers of management, eliminate low value projects and so on. All with
an eye to right sizing the cost structure and of course they do what they can to increase
profitable sales. While all these efforts can boost results, they overlook one of the
largest sources of value: the balance sheet. Companies often hold far more working
capital than they need to. They make ill-timed or ill-advised capital investments. They
own unnecessary or unproductive fixed assets. When management teams focus
disproportionately on the P&L, they often miss those issues. In tact, some measures
designed to manage costs can actually inflate the balance sheet, consuming cash and
destroying value. Right-sizing the balance sheet offers most companies an enormous
opportunity to create shareholder value, in both good times and bad. Granular
measures show where capital is currently being deployed. Aggressive management of
both working and fixed capital frees up large amounts of cash. New ownership models
enable once capital-intensive businesses to prosper with fewer assets. And processes
and incentives that encourage careful balance sheet management help ensure
sustainable gains. Over time, right-sizing the balance sheet becomes part of a
company’s culture—a culture where managers at every level of the company see the
importance of carefully managing assets and liabilities and act accordingly. What is a
balance sheet? For those who haven’t heard it it’s the simple process of planning and
coordinating and directing business activities that directly determine assets liabilities
and equity of a company or organization. In this case your statement of net position I
just referred to in the audit. When you do that looking at assets liabilities equity, what
are you concerned with. Obviously the treasury function a drawdown of your current
assets, your liquidity base related to maximizing your investment returns. With an
investment what you’re doing today monitoring earnings related to financial, you need to
that with real estate assets. You need to understand what they are performing and how
they are contributing more importantly to the overall goal of building OHA’s endowment
or trust assets. Asset protection which is part of the enterprise risk management,
protection of the native Hawaiian trust assets against various types of claims and in
other senses other types of conditions. Understanding that there are risks and are
going to be measured and each time you go through a decision process how do you
measure them overall. As we said OHA needs to look for new sources of revenue, it
cannot be at the whim of the state at all times. It can do a lot more, had it had its own
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money and managed its own way. Within liabilities, debt management, monitoring debt
and leveraging activity, so understanding what those are. One thing to consider when
you’re balancing two different types of assets between financial real estate is real estate
is not liquid. The profits from it can contribute, but the actual asset is not liquid. The
overall goal, is this intergenerational wealth. How do you pass on from generation to
generation and create the sustained effort to become an organization that can deliver
and help and support the native Hawaiian condition. It says mission-related funding that
maximizes the overall benefits and I know in the past other trustees have talked about
that, it’s not just about the money, it’s about the effect, the outcome over all. That equity
although it’s not necessary as recorded on a financial balance sheet, that equity is what
other companies call brand equity, the goodwill that you build, that gives you the
reputation of what you are and obviously the sustainability into intergenerational equity.
This sustainable effort over time and that’s the charge of the board. That’s your
responsibility to lead the organization forward, to be that for not just yourself and not just
for the state as it’s mandated in chapter 10, but to all those beneficiaries that are there.
You know it’s part of a process, when you do this and you do this as an approach, it
considers the process itself but also considers all of the outcomes. We hope that this
effort will then turn OHA into what it should be. That’s what we have today. Any
questions?

Chair Ahuna says I do. We have been talking about investments and it’s all about
planning. For me I think it’s very important that we accomplish and get this done now.
Does three months sound too quick or too long, because I just want to put a timeline on
how we accomplish.

Rodney Lee says I don’t believe so. I think every trustee that i’ve spoken to so far has
wanted to move forward and showing results. It’s about a will and what we’re going to
require, if that’s the case of the three months. It’s the will to decide and make a decision
and its decisions are not necessary hurtful if made in an educated way, what will
promise to do is to provide as much educated information, to make that decision and
will work alongside Administration, obviously to come up with recommendations to do
so. But to get it in place we have the structures of it, you guys did a lot of work in 2017
through the work groups. We just got to finish it. Just got to take it over the line and
just finish it.

Chair Ahuna says with that Rodney, I just like to acknowledge the past leaders who
have taking the responsibility. I just want to finish what they began. They have done
great work and I want to make sure that we can accomplish what we set out to
accomplish. Three months is our goal.
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Trustee Akina says let me address the same point you’re making and reinforce that
and Rodney good presentation. I do have some comments and questions for later on,
but in terms of getting process completed and actually implementing new policies. I
think not only do we need the will, as Rodney points out, we need to clarify specifically
who is responsible for the completion of the policies and implementation. Much of what
was presented today resonates because we’ve agreed with what Rodney has said and
since 2016 from the audits, as well as our own discussions, our own fiscal sustainability
process, we’ve come up with a general consensus around the points that Rodney has
made. On the other side, that means that most of what is presented today wasn’t new.
In fact we were getting ready to have a completed fiscal sustainability implementation
plan when I came on board in 2016. If you’ll recall RM 1608 assigned to our CEO, the
completion of the FSP, by July 1st 2017. Now this is not to place any blame because of
the plate has been very full and there’s been many conversations, but we came to the
point at which we realized we needed to implement many of these recommendations
prior to 2017 July. Yet we have not implemented and so your call for a three-month
implementation and it resonates and yet I’m trying to understand why we didn’t? Part of
it maybe because it’s not clear who’s going to do this. At the same time that we had that
assignment to KP we have a contract with Spire in which we’ve engaged in for
$1 ,000,000 for 2 years to go through this process with us, but yet we haven’t delivered.
We haven’t delivered completely the actual final product. So I’m going to recommend
that we make it clear who’s going to deliver the actual policy package whether it would
be Spire or Administration or perhaps the PIG group that has actually been started with
Trustee Lee that would help us.

Chair Ahuna says thank you. I think all of our value on this table is very very important
and it’s not about one person telling us how to proceed. How we affect the outcome
overall is even more important, so this is about how we do this and we all have ideas
and opinions, but again this has to be solved with on this board table. It’s not about who
for me, it’s not about who did what. It’s about what we do going forward.

Trustee Bob Lindsey says I just want to see when it comes to policy formulation and
development that kuleana rests at this table.

Chair Ahuna thanks Trustee Lindsey. Asks if there any more questions.

Trustee Machado asks for clarification. On the policies from page 3. I outlined here
there is six policies you looking at spending investment. I’m surprised at the land, debt,
real estate assets strategy and legal structure. The question I think I’m trying to get
framework on how you begin to look at setting up these priorities and how will this get
rolled out into the decision making to the BOT. Because we come to the RM then the
BOT that needs a little bit more sequencing I’ve used those words.
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Rodney Lee says I have been in discussion with Trustee Ahuna’s staff as well as him
and we intend to put together a workshop, to go over it. We’ve actually been working on
a framework to consider it. How they are considered and mesh togerther. The land
policy relates the fact you have different types of land and they have different types of
purposes.

Trustee Machado says ok, I got it now.

Rodney Lee says you have a bunch of 25,000 acres in Big Island and they are handled
differently, funded differently, managed differently, insured differently. One has a
significant issue happening with it so it’s to understand the purpose of it. When will you
accept and receive purchase or acquire different types of land How does that make
sense? What does legacy mean to this organization? Why do you have programmatic
and commercial real estate? I think for me I don’t know and you guys know better.
What’s the significance culturally? What is the significance overall and as an
organization as an identity? Those kinds of things need to be put in so its clarity. You
do from time to time, we witnessed over the last five years, people that want to offer
OHA, to please take the land. You need to have clear understanding because some of
them come with risk. One of the properties was at risk, some have more risk than
others, and some don’t have. What is the reward taking on? The big rain in Maui that
affected the Maui land and you know the runoff itself and who’s responsible. Who’s
going to clean it up, that kind of thing. Those kinds of things have to be considered.
Where does the money come from to do that? Do you have a maintenance budget?
The land policy clears that up. Thank you.

Trustee Hulu Lindsey asks where do we start.

Chair Ahuna says he wanted SPIRE to draft policies, so we start working with that.

Rodney Lee says we are proposing a workshop for the next RM. Workshop will be on
all policies. So we are going to propose a lot. We got to do it because you can see on
the chart.

Trustee Ahu Isa says in page 6, mitigate risk, held as part of a trust, NLK presents a
risk to the entirety of all assets. Yet we have it appraised by City & County at $48
million. One suggestion I was reading was to put it in an LLC or is that the only way we
can leverage this building, to create more revenue for OHA. Seems like this is the
biggest asset.

Rodney Lee says those are two questions. So how do you mitigate risk? You put it in
a structure like an LLC, to reduce the risk for OHA, because it’s a limited liability
corporation. It does not pass into OHA and its overall asset. How do you increase the
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overall revenue, is the overall business plan of how you think this building is going to be
optimized. What is its highest best use? If that’s considered a commercial real estate
asset. Or is it part of programmatic? Programmatic mean this is your operational base
and you accept the return the way it is and part of that, you take the cost of the
financing of this building as part of that programmatic cost of doing business. It’s the
discussion.

Chair Ahuna says on Feb. 27th there will be RM workshop.

Trustee Lee asks for point of clarification. Is the workshop on the 27th or you are
proposing a workshop on the 27th?

Rodney Lee says we are proposing a workshop on the 271h•

Trustee Bob Lindsey says we have a lot of work to do. In the policy development,
area and then when we take it beyond that, I know Rodney you use NLK as your
example this morning. When we look at assets like KM, will the policies we develop
now be generic enough to cover everything that needs to be covered with KM?

Rodney Lee says yes, but the discussion within that, I would have to clarify is the intent
of overall KM, because there were certain trustees at the time of that discussion that
had other ideas of education and there is a kind of a mixture of all into one property and
whether that is realistically achievable or takes advantage of the opportunities
presented to itself. There are many, from what we are aware of, many opportunities
with KM, Trustee Hulu who I know was trying to work through them all. Which is really
difficult but it was because people have different ideas of what was going on. And what
we need to do is come together as a board and understand, here’s what we think, as a
vision and then be clear and take advantage and get moving and you know, act quickly.
Because some of those involved, other state and local government agencies that are
interested in the properties themselves of activating it and that has an impact. Could be
positive? If they get aggressive, like they sometimes do. I mean I’m aware of one that
didn’t realize that it was OHA land. Their making making plans.

Trustee Akina says he appreciates the focus on balance sheet management as the
practice of the board. I would like to point out that, in order for us as a board to do good
balance sheet management we need two things. Number one, we need accurate
information on financials going into the balance sheet and number two, we need to look
at the balance sheet overtime. Balance sheet can’t simply be something that we
receive as a static document, we have to look at 6 years, 10 years and so forth. What’s
going to happen. That’s the concern I had about the presentation we made to the
legislature recently and I shared this in my communication with KP. He’s copied all of
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you on that and I gave you the most recent January 25th memo with regard to that.
Couple of things were missing, one was mention of our 19 million-dollar balloon
payment with respect to the native Hawaiian and NLK.

Chair Ahuna says to Trustee Akina, you have so much value that you bring to this table
and I appreciate it but right now I just want to move this conversation with Rodney
forward. I understand your concerns, but I just want to move on.

Trustee Akina says well in that case Mr. Chair I will simply refer my colleagues to the
Jan. 25th memo that I produced today.

Chair Ahuna thanks Trustee Akina. States on the 27th he will have a lot of opportunity
to ask all the questions he wants at the RM workshop.

V. NEW BUSINESS

A. NHTF 3rd Quarter Portfolio Review with Investment Consultant Segal
Marco and Investment Staff

Chair Dan Ahuna calls up Raymond Matsuura.

Ray Matsuura greets Trustees and gives brief review of the portfolio and the quarterly
update. He points out to the OHA 2Q16 Flow Chart Asset Allocation as a review and
provides insight on the Total Trust Fund Fees. On phone is from State Street is Sonya
Park and Segal Marco Advisor Craig Chaikin.

Trustee Lee says Ray, you say you had a mandate for the way that they were hedging
and then you said that mandate was given to the other managers. So is that mandate
from JP Morgan or did we come up with that mandate and have JP follow that mandate
and insure it down the line. Or are we sharing JP’s mandate down the line.

Ray Matsuura answered no, we mandate to JP Morgan.

Trustee Lee thanks Ray.

Trustee Lee says my concern is Q4 on the market had a draw down, do did our
hedges.

Ray Matsuura says I’m not sure what you’re considering our hedge is, are you talking
about fixed income,
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Trustee Lee says you tell me. What was our hedge, I’m just looking (inaudible). Fixed
income is up for 4%.

Ray Matsuura says no it was almost flat.

Trustee Lee states so our hedge was flat, our portfolios down. So our hedge didn’t lose
money.

Ray Matsuura says you can offset the hedge funds, PIMCO was up about.

Trustee Lee says I think it was like 4%.

Ray Matsuura says 4.8% for the year, but probably they may inaudible. Let’s say that
our hedges were flat versus a market that was down, we’re talking maybe 30-40
percentage hedge, offsetting it down equity market.

Trustee Lee says our flat hedge, I won’t get into the semantics, but a flat hedge isn’t
recovering anything, it’s just not losing anything.

Ray Matsuura says exactly.

Trustee Lee says this trustee is not saying, that if we were a little more risk adverse
than those Hedges would have made money, versus being flat. I won’t go into it. Thank
you.

Kamanao ‘pono Crabbe says in terms of Trustee Lee’s comment about, part of our
diverse portfolio is passive is because in 201 5-16 based on the investment consultant in
terms of recommendations to the board, we actually came up with new benchmarks for
the board and the board chose to diversify the portfolio from active management, not all,
but some were from active management into passive. So the SSG real estate is the
passive strategy line and then JP Morgan is active as well as Commontund, real estate
is active management. So that that was more for what we understand that even with
the passive strategy long-term, then we would have incremental increases, then what
the current strategy was prior to 2015. When we look at the totality of developing a real
estate policy, spending policy, what is the implications to possibly the NHTF and how
we allocate revenue.

Chair Ahuna thanks Ray and moves to item V. C.

Trustee Hulu Lindsey asks that we defer the action item until we’re done with
discussing the subject matter with our attorneys in executive session.
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Trustee Machado says we are going into executive session first. Yes, we would like to
that we take out of order V. C. and go into executive session to consult with the
attorneys that are here.

Chair Ahuna asks the reason why, is that you want to consult about the decisions that
we made in the past or because.

Trustee Hulu Lindsey says our decision to be made today.

Chair Ahuna says yes, but I believe we accomplished the first part of that discussion
which is yes or no to the management.

Trustee Lee states point of order Mr. Chair. I believe that there’s a motion to defer this
mailer and it’s been seconded.

Chair Ahuna asked she did.

Trustee Lee states yes she did, she said she wants to do the same thing, so we need
to take a vote.

Chair Ahuna states we have to move into executive session.

Trustee Lee says Chair that is just a motion and a second. We need to vote on that.

Chair Ahuna says so we are going to vote on it.

Trustee Machado says the only reason why I would support this going into consultation
the attorneys is the memo that they distributed to us, in confidential. They offer couple
of options for our consideration. They outlined five possible considerations for us to
amend the LLC documents to describe positions and the list goes on. We have not had
that opportunity to dialogue.

Trustee Lee says point of clarification Mr. Chair, I am not disagreeing, I am just stating
where we’re at right now, there’s a motion on the table so we need to vote on it.

Trustee Akina says in discussion.

Trustee Lee says we are.

Trustee Machado says I want to speak in support based on the memo we received this
morning at the table and outlying the kind of recommendations that is coming out of the
actual action item prepared by admin. Therefore, there is five areas I think they are
looking for our review and our input.
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Trustee Akina says I’m not clear as to what memo is being referred to, I have the
action item I received but I did not receive any memo.

Trustee Hulu Lindsey says he was left out.

Trustee Machado says oh yeah, that’s right, I’m sorry.

Trustee Hulu Lindsey says because it involves something that you recused yourself
on, you did not get the memo.

Trustee Machado says everybody else got the confidential packet.

Trustee Akina says oh I see.

Chair Ahuna says just so we can move ahead, I’m going to defer to Albert to chime in
and talk to us about the matter.

Trustee Ahu isa says I want to say something.

Chair Ahuna says wait hang on. Ok, right now on the table we are going to be
discussing the motion, that’s it, just the motion. Trustee Akina you were first.

Trustee Akina says thank you, Board Chair Machado has referred to a memo that I did
not receive this morning and I understand from comments made by trustees at the table
here, that it’s because there’s content that pertains to Walden vs. Hi’ilei is that correct.

Chair Ahuna says yes.

Trustee Akina says in that case as you all know I have recused myself from discussing
with you Walden vs. Hi’ilei. And I’ll continue to recuse myself, but my only concern is I
have not recused myself from discussing the action item that is before us today and if
we move into executive session to discuss that action item I have a duty to participate in
the discussion, to the extent that I can. Can we structure this so that I can participate in
anything relevant to the action item concerning the LLC’s and let you have your privacy
with respect to Walden vs. Hi’ilei, would that be possible.

Chair Ahuna asks Albert to comment on this.

Trustee Lee says point of order Mr. Chair, I don’t believe that’s inaudible to the motion
on the table.

Trustee Akina says the motion on the table is to whether to rearrange the agenda and
go into executive session and its very relevant to me because if you come out of
executive session having discussed the action item, I won’t have been privy to
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information that I need to make a good decision on the action item, so it affects my vote
on this amendment.

Trustee Hulu Lindsey says I think that you can go into executive session with us and
raise this question.

Chair Ahuna says the discussion on the table is about the motion.

Trustee Ahu isa says I want to read the motion, point of clarification, action item
member approval of procedures to change the management. So it’s only approval to
change the procedures, we didn’t say which procedure and it was signed by Sylvia, Dan
Ahuna. I just want to finish to say it’s only to approve whatever of the five procedures
that we got in the memo, that’s all. Mahalo Chair.

Trustee Hulu Lindsey calls for the question.

Chair Ahuna calls questions, hearing none, calls for the vote.

1 2 ‘AE ‘A’OLE KANALUA EXCUSED
— (YES) (NO) (ABSTAIN)

TRUSTEE LEI AHU ISA — X

TRUSTEE KALEI AKAKA — — X

TRUSTEE KELI’l AKINA X
TRUSTEE BRENDON — xKALEI ‘AINA LEE — —

TRUSTEE HULU LINDSEY Y X

TRUSTEE ROBERT LINDSEY — — X

TRUSTEE COLETTE MACHADO — X X

TRUSTEE JOHN WAIHE’E — — X

CHAIRPERSON DAN AHUNA — X

TOTAL VOTE COUNT — 6 1 2
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Trustee Hulu Lindsey, MOVED, SECOND by Trustee Machado to defer to
executive session and take agenda out of order.

MOTION: [J UNANIMOUS [X] PASSED [1 DEFERRED [J FAILED

Motion passes with seven (6) YES votes, one (1) NO vote, two (2) ABSTAINED
votes.
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Chair Ahuna states motion passes.

Trustee Machado says we have to take a motion to recuse into Executive Session.

Trustee Bob Lindsey moved.

Trustee Waihee second.

Chair Ahuna call for vote.

1 2 ‘AE ‘A’OLE KANALUA EXCUSED
— (YES) (NO) (ABSTAIN)

TRUSTEE LEI AHU ISA X

TRUSTEE KALEI AKAKA - — X

TRUSTEE KELlY AKINA - — X
TRUSTEE BRENDON - —

KALEI ‘AINA LEE —

— X

TRUSTEE HULU LINDSEY ) X

TRUSTEE ROBERT LINDSEY X

TRUSTEE COLETTE MACHADO - — X

TRUSTEE JOHN WAIHE’E - X x
CHAIRPERSONDAN AHUNA —— X

TOTAL VOTE COUNT — — 6 1 2

Meeting resolved into executive session at 11:30 am for discussion.

VI. EXECUTIVE SESSION

A. Approval of Minutes — January 9, 2019

18 I P a

Trustee Hulu Lindsey, MOVED, SECOND by Trustee Waihee
Motion approved to move into Executive Session.

MOTION: [1 UNANIMOUS [X] PASSED [1 DEFERRED [] FAILED

votes.
Motion passes with seven (6) YES votes, one (1) NO vote, two (2) ABSTAINED
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Chair Ahuna deferred the January 9, 2019 Executive Session minutes to the next RM
meeting.

B. Consultation with attorneys William Yuen, Esq., Judy Tanaka, Esq., and
Robert Klein, Esq., on OHA’s powers, privileges and liabilities
regarding OHA’s role as member of Hi’ilei Aloha LLC and Ho’okele
Pono LLC and management options for those LLC’s. Pursuant to HRS
section 92-5(a)(4)

Meeting reconvenes into open session at 12:10 pm.

V. NEW BUSINESS

B. Action Item RM 19-01: Member approval of procedures to change the
management structure of Hi ‘ilei Aloha LLC and Ho ‘okele Pono LLC.

Chair Ahuna says we are now back in open session.

Trustee Machado states welcome back Trustee Akina. There is no decision made, we
waited for you.

Trustee Lee states I move that we lay on the table action item RM 19-01.

Chair Ahuna states moved by Trustee Kalei’aina, second by Trustee Bob Lindsey.

Trustee Lee states to lay on the table. So point of information Mr. Chair, by laying this
action item on the table it allows us to freely discuss such action item without taking any
action because no motion has been made for action.

Chair Ahuna states its open for discussion.

Trustee Lee states I would like to speak in favor of the first proposal, on the action item
for 3 managers and my reasonings are for the longevity of perpetuity and what I mean
by that is, by having three managers although it could possibly be more costly, it
significantly minimize the risk of malfeasance. With one manager, we run a very heavy
risk of embezzlement and all kinds of other things. With a board of three, to keep things
light as we all know it’s hard to get three native hawaiians to agree on anything, so them
agreeing on how to do something is going to be even harder. I’d like to speak in favor of
going with three managers versus the one.

Trustee Bob Lindsey states with Trustee Lee’s permission I would like to have Trustee
Lee’s words entered into the record as my own. “I would like to speak in favor of the
first proposal, on the action item for 3 managers and my reasonings are for the longevity
of perpetuity and what I mean by that is, by having three managers although it could
possibly be more costly, it significantly minimize the risk of malfeasance. With one
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manager, we run a very heavy risk of embezzlement and all kinds of other things. With
a board of three, to keep things light as we all know it’s hard to get three native
hawaiians to agree on anything, so them agreeing on how to do something is going to
be even harder. I’d like to speak in favor of going with three managers versus the one.”

Chair Ahuna asks for any other discussion.

Trustee Hulu Lindsey states I just want to say that I agree with you however I would
like to see those those managers as part-timers, because I don’t see the necessity of
full-timers and that would be a consideration on the monies that we pay them.

Trustee Waihee states I want to see the volunteers.

Trustee Lee states this is germane to this discussion, outside of this board I sit on the
board for the Moanalua Gardens foundation and as a board member of that foundation,
I do not get compensated, we are all volunteers, we do have an executive director who
is a full-time employee, who is paid, who manages everything. But all, I believe there
are seven of us on that board and none of us are compensated.

Trustee Akina states will the proposed action require the administration to come back
to the board to approve the new manager positions and the actual selection process.

Chair Ahuna states yes.

Trustee Akina states I see short term value and positive short term value in this
proposal but I think that we really have a lot of work to do on the overall structure of
subsidiary organizations that we launch as OHA and would hope that we’ll follow up with
some work in that area.

Trustee Lee states I move that we adopt RM action item number 19-01 moving forward
with as written for the initial proposal of three managers.

Trustee Lee retracts statement and then moves to authorize an approve OHA
Administration to develop position descriptions and selection process for new manager
positions and to recruit three new managers to replace current Hi’ilei Aloha LLC and
Ho’okele Pono LLC managers.

Chair Ahuna states moved by Trustee Lee, and second by Trustee Bob Lindsey.

Trustee Akina states he will vote kanalua, since he was not privy to the discussion
related to this in executive session recently thank you.

Trustee Lee states point of clarification, any discussions that we had in regards to 1 or
3 managers all took place right here, right now in open session, there was no other
discussion in executive session.

Trustee Akina states in that case my references to any legal matters that may be
relevant to this decision making for that reason I will be voting kanalua, thank you.
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Chair Ahuna calls for vote.

Trustee Lee moves to authorize an approve OHA Administration to develop
position descriptions and selection process for new manager positions and to
recruit three new managers to replace current Hi ‘ilei Aloha LLC and Ho’okele
Pono LLC managers.
Trustee Bob Lindsey, SECOND.

1 2 ‘AE ‘A’OLE KANALUA EXCUSED
— (YES) (NO) (ABSTAIN)

TRUSTEE LEI AHU ISA X

TRUSTEE KALEI AKAKA — — X

TRUSTEE KELI’l AKINA — — X
TRUSTEE BRENDON

— XKALEI ‘AINA LEE — —

TRUSTEE HULU LINDSEY — — X

TRUSTEE ROBERT LINDSEY — X x
TRUSTEE COLETTE MACHADO — X

TRUSTEE JOHN WAIHE’E - X

CHAIRPERSON DAN AHUNA X

TOTAL VOTE COUNT - — 8
MOTION: [1 UNANIMOUS [ XJ PASSED[ J DEFERRED [] FAILED
Motion passes with eight (8) YES votes, one (1) ABSTAINED vote.

VII. ANNOUNCEMENTS

None.

VIII. ADJOURNMENT

Moved by Trustee Hulu Lindsey, second by Trustee Colette Machado to adjourn
the meeting. Hearing no objections, the meeting adjourned at 12:19 pm.
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Respectfully Submitted,

Dan huna, Chairperson
Committee on Resource Management

,.i -t
Approved: RM Committee meeting (

ATTACHMENTS:

• SPIRE Hawaii — OHA Fiscal Efforts

• OHA 2016 Flow Chart Asset Allocation
• NHTF 3rd Quarter Portfolio Review with Investment Consultant Segal

Marco and Investment Staff.
• State Street Global Advisors Discussion of Funds and Market

Environment.
• Action Item RM #19-01 Member approval of procedures to change the

management structure of Hi’ilei Aloha LLC and Ho’okele Pono LLC.
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raised

v
alu

e
o

f
ap

p
ro

x
im

ately
$48

m
illion

•
Issues

—
C

o
m

m
ercial

loan
lien

ag
ain

st
th

e
p
ro

p
erty

an
d

co
llateralized

by
th

e
tru

st
fu

n
d

—
N

o
explicit

w
ay

to
estab

lish
p

ay
m

en
t

o
f

th
e

b
allo

o
n

p
ay

m
en

ts

—
A

s
an

asset
in

th
e

tru
st

fu
n
d
,

it
is

v
u
ln

erab
le

to
claim

s
ag

ain
st

th
e

asset
as

w
ell

as
th

e
tru

st
fu

n
d

—
O

H
A

m
u
st

d
eterm

in
e

h
o
w

m
u
ch

d
eb

t
can

be
u
sed

as

lev
erag

e
ag

ain
st

th
e

asset

•
W

h
at

are
th

e
o
p
tio

n
s?

a.
It

can
refin

an
ce

th
e

ex
istin

g
co

m
m

ercial
loan

using

th
e

n
ew

ap
p

raisal
v
alu

e

i.
B

anks
w

ould
place

lien
against

the
property

as
w

ell
as

against
som

e
am

ount
of

the
tru

st
fund

to
m

eet
financing

term
s

ii.
Still

puts
the

N
H

TF
at

risk
as

a
direct

asset
of

the
fund

iii.
O

H
A

w
ould

have
to

dedicate
revenues

from
NLK

to
be

used
for

repaym
ent

of
the

financing

b.
S

ep
arate

N
LK

by
placing

it
in

LLC
an

d
th

en
refin

an
cin

g

th
e

d
eb

t

i.
O

H
A

w
ould

need
to

seek
legal

opinion
on

placing
NLK

into
an

LLC

ii.
O

H
A

w
ould

agree
to

establish
an

LLC
to

hold
the

asset
and

O
H

A
w

ould
m

aintain
controlling

interest
in

the
LLC

iii.
T

he
LLC

w
ould

m
aintain

its
ow

n
financials

iv.
T

he
LLC

w
ould

need
to

shop
the

refinancing
of

the
NLK,

w
hich

m
ay

require
additional

seed
funds

to
satisfy

the
financier

v.
T

he
LLC

w
ould

use
the

profits
from

its
lease

revenues
to

pay
for

the
note

F
O

R
IN

T
E

R
N

A
L

R
E

V
IE

W
O

N
L

Y
.

T
his

content
is

confidential
and

so
u

rce
selection

sensitive
C

opying.
distributing,

or
using

this
file

for
p
u
rp

o
ses

other
than

internal
review

is
unauthorized,

and
subject

to
disciplinary

action.

spire
A

C
C

O
U

S
A

-’T
S

A
U

S
O

S
S
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W
hat

should
O

H
A

d
o
?

-
D

eb
t!

lan
d

c
a
se

study
co

n
tin

u
ed

W
hat

has
to

get
d

o
n

e

a
P

olicies

—
Investm

ent
policy

-segm
entation

of
assets

betw
een

financial
assets

and
real

assets,
setting

allocation,
setting

benchm
arks

and
RO

l
targets

as
w

ell
as

describe
if

m
onies

w
ould

be
transferred

to
O

H
A

tru
st

fund

—
D

ebt
policy

—
determ

ination
of

debt
use,

type
and

term
s

•
D

ev
elo

p
m

en
t

o
f

a
R

eal
A

ssets
strateg

y
—

w
h
at

is
th

e
b
u
sin

ess
p
lan

fo
r

real
assets

•
If

o
p

tio
n

B
is

tak
en

,
estab

lish
m

en
t

o
f

an
LLC

an
d

seed
fu

n
d

in
g

in
fu

sio
n

—
Form

LLC
and

establish
equity

ow
nership

—
Infuse

seed
funding

—
E

stablish
sep

arate
accounting

—
E

stablish
property

m
anagem

ent
function

a
F

in
an

cin
g

-
seek

fin
an

cin
g

d
eals,

rev
iew

,
n

eg
o

tiate
an

d
clo

se

—
D

evelop
deal

packet
and

send
to

financiers

—
R

eview
and

negotiate
offers

—
C

lose
finance

deal

FO
R

IN
T

E
R

N
A

L
R

E
V

IE
W

O
N

L
Y

.
T

his
content

is
confidential

and
source

selection
S

l
I

sensitive
C

opying.
distributing,

or
using

this
file

for
p
u
rp

o
ses

other
than

internal
review

is
u
n
au

th
o
rized

,
an

d
sL

ibject
to

disciplinary
action.
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R
esolving

fin
an

cial
co

n
sid

eratio
n
s

F
in

an
ce

—
v
alu

e
v
s.

risk

V
alue

B
uilding

•
D

riving
value

into
th

e
organization

is
of

th
e

utm
ost

perform
ance

for
O

H
A

•
H

ow
does

th
e

cu
rren

t
use

of
NLK

add
to

value
to

th
e

organization?
W

hat
is

its
prim

e
purpose

M
itigate

R
isk

.
H

eld
as

part
of

a
T

rust,
NLK

p
resen

ts
a

risk
to

th
e

entirety
of

all
assets.

F
O

R
N

T
E

R
N

A
L

R
E

V
IE

W
O

N
L

Y
T

his
co

n
ten

t
is

co
n

fid
en

tial
an

d
so

u
rce

selectio
n

sen
sitiv

e
C

opying,
distributing,

or
using

this
file

for
p
u
rp

o
ses

o
th

er
th

an
internal

review
is

u
n
au

th
o
rized

,
an

d
su

b
ject

to
disciplinary

actio
n

A
ssets

—
fin

an
cial

v
s.

real

F
inancial

•
M

ainly
based

on
O

H
A

’s
financial

securities
held

in
T

rust

•
M

arket
based

earnings

•
F

orecasted
headw

inds
and

volatility
m

ay
hurt

earnings

R
eal

A
ssets

•
C

om
m

ercial
properties

need
to

increase
returns

to
offset

and
fund

costs
and

potential
financing

spIre
A

C
C

O
U

N
T

A
N

T
S

A
Q

A
IS

O
R

S

6



H
ow

is
O

H
A

g
o
in

g
to

p
ay

for
th

ese
o
b
lig

atio
n
s?

B
ased

on
a

core
budget,

the
estim

ated
annual

paym
ent

of
the

N
LK

debt
is

approxim
ately

16%
of

the
core

operating
budget.

In
addition

to
the

N
LK

debt
paym

ent,
O

H
A

h
as

other
obligations

that
could

have
a

significant
im

pact
on

core
operating

budget.
T

hey
are

as
follow

s:
•

F
ringe

benefit
•

D
H

H
L

grant
•

C
om

m
unity

grants

O
H

A
m

ust
act

quickly
and

effectively
to

m
itigate

the
potential

effect
on

its
current

system
.

F
O

R
IN

T
E

R
N

A
L

R
E

V
IE

W
O

N
L

Y
.

T
his

content
is

confidential
and

source
selection

S
IF

sensitive
C

opying.
distributing,

or
using

this
file

for
p
u
rp

o
ses

other
than

internal
review

is
unauthorized

and
subject

to
disciplinary

action.

B
u
d
g
et

ID
H

H
L

G
rant

iF
rin

g
e

B
enefit

D
ebt

paym
ent

s
G

rants
A

ll
other

O
PE

X
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R
econciling

th
e

d
ich

o
to

m
y

O
H

A
m

u
st

find
a

w
ay

to
reco

n
cile

its
ow

n
identity.

T
ypically,

g
o
v
ern

m
en

tal
ag

en
cies

are
ex

p
en

d
itu

re
based

organizations.
Y

et,
O

H
A

also
m

an
ag

es
a

trust
for

the
im

provem
ent

of
N

ative
H

aw
aiian

co
n
d
itio

n
s.

S
tate

A
gency

T
rust

F
und

In
v

estm
en

t
G

oal:
m

axim
ize

an
d

optim
ize

___________________

the
delivery

ofservices
under

I
M

axim
ize

the
return

on
-

G
oal:

the
S

tate’s
obligation

I
I

0
H

A
’s

assets
in

order
to

I
A

chieve
S

R
O

I
I

I
have

available
funding

for
E

x
p
en

d
itu

re
an

d

A
s

a
S

tate
agency,

fulfill

th
e

future
J

(Social,
econom

ic

environm
ental

I
th

e
m

an
d
ate

as
dictated

I
In

v
estm

en
t

return
on

in
vestm

ent)
L

by
H

R
S

ch
ap

ter
10J

—
E

xecute
initiatives

that
O

H
A

believes
w

ill
accelerate

and
im

prove
th

e
conditions

of
N

ative
I

H
aw

aiians

M
an

ag
in

g
B

u
d
g
et

i
M

an
ag

in
g

In
v
estm

en
ts

A
F

O
R

IN
T

E
R

N
A

L
R

E
V

IE
W

O
N

L
Y

,
T

his
co

n
ten

t
is

co
n

fid
en

tial
an

d
so

u
rce

selectio
n

S
D

Ite
sensitive

C
opying,

distributing,
or

using
this

file
for

p
u
rp

o
ses

other
than

internal
review

is
i

A
C

C
O

U
N

N
1

S
.D

V
S

O
R

S

u
n
au

th
o
rized

an
d

su
b
ject

to
disciplinary

actio
n

8



C
o

re
versus

N
o

n
-C

o
re

O
H

A
m

ust
establish

seg
m

en
tatio

n
and

prioritization
of

how
it

m
an

ag
es

its
activities.

S
o

m
e

of
th

o
se

are
dictated

by
statute,

others
are

estab
lish

ed
b
ased

on
O

H
A

’s
view

s
of

how
to

im
prove

the
conditions

of
N

ative
H

aw
aiians.

L
egally

required
M

ission
R

elated

F
O

R
IN

T
E

R
N

A
L

R
E

V
IE

W
O

N
L

Y
T

his
co

n
ten

t
is

co
n

fid
en

tial
an

d
so

u
rce

selectio
n

sen
sitiv

e
C

opying.
distribL

iting,
or

using
this

file
for

p
cirp

o
ses

o
th

er
th

an
internal

review
is

u
n
au

th
o
rized

an
d

su
b
ject

to
disciplinary

actio
n

spire
A

C
C

O
U

N
A

I
S

A
D

V
S

O
H

S

C
o
re

O
p
eratio

n
s

•
G

eneral
and

adm
inistrative

serv
ices

•
A

dvocacy
•

R
esearch

•
G

ran
ts/P

ro
g

ram
s

•
Investm

ent
m

an
ag

em
en

t
•

C
om

m
unity

o
u
treach

C
ap

acity
B

u
ild

in
g

•
M

R
I

and
PR

I
•

A
sset

grow
th

and
developm

ent
•

N
ew

v
en

tu
res

•
Innovation
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W
h
at

c
a
n

O
H

A
d
o

to
ad

d
ress

sp
en

d
in

g
ch

allen
g

es?

1.
D

ecrease
g
ran

ts
w

h
ere

funding
d
o
es

not
co

rrelate
w

ith
d

eliv
erab

les
•

G
rants:

m
aking

certain
th

at
all

grants,
including

D
H

H
L,

‘A
hahui

and
C

om
m

unity
grants

are
properly

aw
ard

ed
(S

tate
A

uditor
R

eport
18-08,

R
ecom

m
endation

1,
p
ag

el8
),

and
th

at
applicable

p
erfo

rm
an

ce
m

easu
res

are
achieved

(R
eport

18-08,
R

ecom
m

endation
2.a.

and
3.b.,

pages
12-19)

•
N

on-com
petitive

grants
(w

hich
rep

resen
t

65%
of

g
ran

t
spending:

en
su

re
com

pliance
w

ith
H

R
S

ch
ap

ter
10-17,

consider
im

plem
enting

solicitation
process

and
require

and
enforce

m
etrics

co
n

sisten
t

w
ith

g
ran

t
am

o
u
n
t

•
D

H
H

L
grant:

en
su

re
com

pliance
w

ith
H

R
S

ch
ap

ter
10-17,

require
and

enforce
m

etrics
co

n
sisten

t
w

ith
g

ran
t

am
o
u
n
t

•
G

rant
m

an
ag

em
en

t
in

general:
adopting

inform
ation

system
for

im
proving

adm
inistration

of
g
ran

t
statu

s
and

deliverables
(S

tate
A

uditor
R

eport
12-08,

R
ecom

m
endation

19,
page

30)

2.
R

eview
S

pending
P

olicy
in

light
of

sp
en

d
in

g
challenges

—
d
o
es

policy
allow

ch
allen

g
es

to
be

m
et?

3.
R

evise
d

efin
itio

n
s

in
Fiscal

R
eserve

G
uidelines

to
clarify

allo
w

ab
le/u

n
allo

w
ab

le
uses

4.
R

evise
d

efin
itio

n
s

in
E

xecutive
P

olicy
M

anual
and

o
th

er
O

H
A

policies
and

rep
o
rtin

g
form

s
regarding

T
ru

stee
A

nnual
A

llow
ance

an
d

T
ru

stee
S

ponsorship
and

A
llow

ance
F

und
to

be
co

n
sisten

t
w

ith
th

e
E

thics
C

om
m

ission’s
F

indings
of

F
act,

C
onclusions

of
L

aw
,

an
d

D
ecision

and
O

rder,
C

O
M

P
L

-C
-15-00236

F
O

R
IN

T
E

R
N

A
L

R
E

V
IE

W
O

N
L

Y
.

T
his

co
n
ten

t
is

co
n

fid
en

tial
an

d
so

u
rce

selectio
n

S
ire

sen
sitiv

e
C

opying.
distributing,

or
using

this
file

for
p

u
rp

o
ses

o
th

er
th

an
internal

review
is

u
n
au

th
o
rized

.
an

d
su

b
ject

to
disciplinary

actio
n

.
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W
h
at

c
a
n

O
H

A
d
o

th
e

ad
d
ress

in
v
estm

en
t

ch
allen

g
es?

•
A

dopt
b

est
p
ractices

for
asset

allo
catio

n
(reco

m
m

en
d

ed
by

th
e

S
tate

A
uditor

in
R

eport
18-08,

R
eco

m
m

en
d
atio

n
2,

page
22)

a
A

ssess
p

ro
p

o
sed

B
usiness

P
lan

for
L

and
M

an
ag

em
en

t
(sch

ed
u
led

for
co

m
p
letio

n
Q

4
2018,

reco
m

m
en

d
ed

by
th

e
S

tate
A

uditor
in

R
eport

18-08,
reco

m
m

en
d
atio

n
1,

page
21)

a
R

evise,
and

ad
o
p
t;

assess
O

H
A

’s
in

v
estm

en
t

policies
and

strateg
ies,

m
ake

ch
an

g
es

if
n

ecessary

F
O

R
IN

T
E

R
N

A
L

R
E

V
IE

W
O

N
L

Y
,

T
his

co
n
ten

t
is

co
n

fid
en

tial
an

d
so

u
rce

selectio
n

S
ite

sen
sitiv

e
C

opying.
d

istrib
u

tin
g

,
or

using
this

file
for

p
u
rp

o
ses

o
th

er
th

an
in

tern
al

review
is

u
n
au

th
o
rized

,
an

d
su

b
ject

to
disciplinary

action.
11



M
an

ag
in

g
th

e
b

a
la

n
c
e

sh
eet

“W
hen

the
pressure

builds
to

im
prove

perform
ance,

m
ost

business
leaders

ad
o
p
t

m
easures

th
at

affect
the

incom
e

statem
en

t.

T
hey

cut
discretionary

spending.
T

hey
centralize

su
p

p
o

rtfunctions.
T

hey
lop

off
unnecessary

layers
o

f
m

an
ag

em
en

t,
elim

inate
low

-value
projects

an
d

so
on,

all
w

ith
an

eye
to

“rightsizing”
the

cost structure.
A

nd
of

course
they

do
w

hat
they

can
to

increase
profitable

sales.

W
hile

all
th

ese
efforts

can
b

o
o

st
results,

they
overlook

one
o

f
th

e
larg

est
sources

o
f

value:
the

balance
sheet.

C
om

panies
often

hold
far

m
ore

w
orking

cap
ital

th
an

they
n

eed
to.

T
hey

m
ake

ill-tim
ed

or
ill-advised

cap
ital

investm
ents.

T
hey

ow
n

unnecessary
or

unproductive
fixed

assets.
W

hen
m

an
ag

em
en

t
team

s
focus

disproportionately
on

the
P&

L,
they

often
m

iss
those

issues.
In

fact,
som

e
m

easu
res

designed
to

m
an

ag
e

costs
can

actually
inflate

th
e

b
alan

ce
sh

eet,
consum

ing
cash

an
d

destroying
value.”

B
ain

&
C

om
pany

article
—

R
ight-S

izing
th

e
B

alance
S

h
eet

A
F

O
R

IN
T

E
R

N
A

L
R

E
V

IE
W

O
N

L
Y

.
T

his
co

n
ten

t
is

co
n

fid
en

tial
an

d
so

u
rce

selectio
n

S
Ite

sen
sitiv

e
C

opying.
distributing,

or
using

this
file

for
p
u
rp

o
ses

o
th

er
th

an
in

tern
al

review
is

u
n
au

th
o
rized

.
an

d
su

b
lect

to
disciplinary

actio
n

12



B
enefits

of
B

alan
ce

S
h
eet

M
a
n
a
g
e
m

e
n
t

“R
ight-sizing

the
balance

sh
eet

offers
m

ost
com

panies
an

enorm
ous

opportunity
to

create
shareholder

value,
in

both
good

tim
es

and
bad.

G
ranular

m
easures

show
w

here
capital

is
currently

being
deployed.

A
ggressive

m
an

ag
em

en
t

ofboth
w

orking
and

fixed
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N
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m
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prosper
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A
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balance
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m

an
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en
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O

ver
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right-sizing
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balance
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f
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ag
ers
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level
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m
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iabilities,

and
E

quity
of

a
com

pany
or

organization.
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p
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•
T

he
D

ow
Jo

n
es

Internet
C

om
m

erce
Index,

w
hich

m
easu

res
th

e
15

b
ig

g
est

and
m

ost
actively

trad
ed
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Office of Hawaiian Affairs —

Account Summary

Source: SSGA

* Includes dividends, interest, and realized/unrealized gains and losses.
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Investment Summary

As of September 30, 2018

Market Value ($)

State Street Real Asset NL Strategy 19,707,816

State Street Real Asset NL CTF 2,295,161

State Street 1–3 Year US Treasury Index NL Strategy 7,031,733

State Street 1–3 Year US Credit Index NL Strategy 3,414,048

Total 32,448,757

Statement of Asset Changes 

The following changes took place in the Office of Hawaiian Affairs account for the period of: July 01, 2018 to 

September 30, 2018

Starting Balance

07/01/2018 ($)
Contributions ($) Withdrawals ($)

Appreciation/

(Depreciation)* ($)

Ending Balance

09/30/2018 ($)

State Street Real Asset NL Strategy 19,832,002 — — (124,186) 19,707,816

State Street Real Asset NL CTF 2,309,623 — — (14,462) 2,295,161

State Street 1–3 Year US Treasury Index NL Strategy 7,018,054 — — 13,679 7,031,733

State Street 1–3 Year US Credit Index NL Strategy 10,362,693 — (7,000,000) 51,355 3,414,048

Total 39,522,372 — (7,000,000) (73,615) 32,448,757



Office of Hawaiian Affairs —

Account Summary

Past performance is not a guarantee of future results. Performance returns for periods of less than one year are not annualized. The performance figures contained herein are provided on 

a gross and net of fees basis. Gross of fees do not reflect and net of fees do reflect the deduction of advisory or other fees which could reduce the return. The performance includes the 

reinvestment of dividends and other corporate earnings and is calculated in US dollars.
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Summary of Performance 
Following are the gross and net returns for the Office of Hawaiian Affairs portfolios versus the corresponding benchmarks 
as of September 30, 2018:

1 Month 

(%)

3 Months 

(%)

Year to 

Date (%)

1 Year 

(%)

3 Years 

(%)

5 Years 

(%)

Since 

Inception 

(%)

Inception

Date

State Street Real Asset NL Strategy May/2013

Total Returns [Gross] 0.46 -0.63 0.07 3.83 6.87 1.25 0.20

Real Assets Custom Blended Index 0.50 -0.60 0.12 3.90 6.92 1.23 0.19

Difference -0.05 -0.02 -0.05 -0.07 -0.05 0.02 0.01

Total Returns [Net] 0.44 -0.68 -0.10 3.59 6.62 1.02 -0.03

Real Assets Custom Blended Index 0.50 -0.60 0.12 3.90 6.92 1.23 0.19

Difference -0.06 -0.07 -0.23 -0.31 -0.30 -0.22 -0.22

State Street Real Asset NL CTF Nov/2016

Total Returns [Gross] 0.46 -0.63 0.07 3.83 N/A N/A 6.32

Real Assets Custom Blended Index 0.50 -0.60 0.12 3.90 N/A N/A 6.30

Difference -0.05 -0.02 -0.05 -0.07 N/A N/A 0.02

Total Returns [Net] 0.42 -0.74 -0.21 3.42 N/A N/A 5.94

Real Assets Custom Blended Index 0.50 -0.60 0.12 3.90 N/A N/A 6.30

Difference -0.09 -0.13 -0.33 -0.48 N/A N/A -0.36



Office of Hawaiian Affairs —

Account Summary

Past performance is not a guarantee of future results. Performance returns for periods of less than one year are not annualized. The performance figures contained herein are provided on 

a gross and net of fees basis. Gross of fees do not reflect and net of fees do reflect the deduction of advisory or other fees which could reduce the return. The performance includes the 

reinvestment of dividends and other corporate earnings and is calculated in US dollars.
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Summary of Performance 
Following are the gross and net returns for the Office of Hawaiian Affairs portfolios versus the corresponding benchmarks 
as of September 30, 2018

1 Month 

(%)

3 Months 

(%)

Year to 

Date (%)

1 Year 

(%)

3 Years 

(%)

5 Years 

(%)

Since 

Inception 

(%)

Inception

Date

State Street 1–3 Year US Treasury Index 

NL Strategy 
Jan/2018

Total Returns [Net] -0.13 0.19 N/A N/A N/A N/A 0.46

Bloomberg Barclays U.S. 1–3 Year Treasury 

Bond Index
-0.12 0.19 N/A N/A N/A N/A 0.46

Difference -0.01 0.00 N/A N/A N/A N/A 0.00

State Street 1–3 Year US Credit Index 

NL Strategy 
Feb/2017

Total Returns [Gross] 0.04 0.63 0.75 0.65 N/A N/A 1.22

Bloomberg Barclays U.S. 1–3 Year Credit 

Bond Index
0.03 0.62 0.73 0.66 N/A N/A 1.23

Difference 0.01 0.00 0.02 -0.01 N/A N/A -0.01

Total Returns [Net] 0.02 0.58 0.65 0.53 N/A N/A 1.11

Bloomberg Barclays U.S. 1–3 Year Credit 

Bond Index
0.03 0.62 0.73 0.66 N/A N/A 1.23

Difference -0.01 -0.04 -0.09 -0.13 N/A N/A -0.12



Source: SSGA

* Includes dividends, interest, and realized/unrealized gains and losses.
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Investment Summary

As of September 30, 2018

Market Value ($)

State Street Aggregate Bond Index K 32,115,334

State Street Global Equity EX US K 22,931,137

State Street Equity 500 Index Fund K 35,822,524

Total 90,868,995

Statement of Asset Changes 

The following changes took place in the Office of Hawaiian Affairs account for the period of July 01, 2018 to 

September 30, 2018:

Starting Balance

07/01/2018 ($)
Contributions ($) Withdrawals ($)

Appreciation/

(Depreciation)* ($)

Ending Balance

09/30/2018 ($)

State Street Aggregate Bond Index K 32,128,364 222,994 — (236,024) 32,115,334

State Street Global Equity EX US K 22,754,234 — — 176,904 22,931,137

State Street Equity 500 Index Fund K 33,274,478 — — 2,548,046 35,822,524

Total 88,157,076 222,994 — 2,488,925 90,868,995

Office of Hawaiian Affairs —

Account Summary



Past performance is not a guarantee of future results. Performance returns for periods of less than one year are not annualized. The performance figures contained herein are provided on 

a gross and net of fees basis. Gross of fees do not reflect and net of fees do reflect the deduction of advisory or other fees which could reduce the return. The performance includes the 

reinvestment of dividends and other corporate earnings and is calculated in US dollars.
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Summary of Performance 
Following are net returns for the Office of Hawaiian Affairs portfolios versus the corresponding benchmarks 
as of September 30, 2018:

3 Months 

(%)

Year to 

Date (%)

1 Year 

(%)

3 Years 

(%)

5 Years 

(%)

10 Years 

(%)

Since 

Inception 

(%)

Inception

Date

State Street Aggregate Bond Index K Sep/2014

Total Returns [Net] -0.04 -1.71 -1.43 1.09 N/A N/A 1.56

Bloomberg Barclays Aggregate Bond 0.02 -1.60 -1.22 1.31 N/A N/A 1.77

Difference -0.06 -0.11 -0.21 -0.22 NA NA -0.21

State Street Global Equity EX US K Sep/2014

Total Returns [Net] 0.78 -2.90 1.86 9.87 N/A N/A 2.95

MSCI ACWI ex USA Index 0.71 -3.09 1.76 9.97 N/A N/A 3.06

Difference 0.07 0.19 0.10 -0.10 NA NA -0.11

State Street Equity 500 Index Fund K Apr/2001

Total Returns [Net] 7.66 10.55 17.79 17.25 13.79 11.82 N/A

S&P 500 Index 7.71 10.56 17.91 17.31 13.95 11.97 N/A

Difference -0.05 -0.01 -0.12 -0.06 -0.16 -0.15 NA

Office of Hawaiian Affairs —

Account Summary



Source: SSGA

* Includes dividends, interest, and realized/unrealized gains and losses.
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Investment Summary

As of December 31, 2018

Market Value ($)

State Street Real Asset NL Strategy 17,306,866

State Street Real Asset NL CTF 2,131,678

State Street 1–3 Year US Treasury Index NL Strategy 7,117,340

State Street 1–3 Year US Credit Index NL Strategy 11,583,159

Total 38,139,043

Statement of Asset Changes 

The following changes took place in the Office of Hawaiian Affairs account for the period of October 01, 2018 to 

December 31, 2018:

Starting Balance

10/01/2018 ($)
Contributions ($) Withdrawals ($)

Appreciation/

(Depreciation)* ($)

Ending Balance

12/31/2018 ($)

State Street Real Asset NL Strategy 19,707,816 — (1,042,061) (1,358,889) 17,306,866

State Street Real Asset NL CTF 2,295,161 — — (163,483) 2,131,678

State Street 1–3 Year US Treasury Index NL Strategy 7,031,733 — (6,836) 92,443 7,117,340

State Street 1–3 Year US Credit Index NL Strategy 3,414,048 8,100,000 (35,487) 104,598 11,583,159

Total 32,448,757 8,100,000 (1,084,384) (1,325,330) 38,139,043

Office of Hawaiian Affairs —

Account Summary



Past performance is not a guarantee of future results. Performance returns for periods of less than one year are not annualized. The performance figures contained herein are provided on 

a gross and net of fees basis. Gross of fees do not reflect and net of fees do reflect the deduction of advisory or other fees which could reduce the return. The performance includes the 

reinvestment of dividends and other corporate earnings and is calculated in US dollars.
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Summary of Performance 
Following are the gross and net returns for the Office of Hawaiian Affairs portfolios versus the corresponding benchmarks 
as of December 31, 2018:

1 Month 

(%)

3 Months 

(%)

Year to 

Date (%)

1 Year 

(%)

3 Years 

(%)

5 Years 

(%)

Since 

Inception 

(%)

Inception

Date

State Street Real Asset NL Strategy May/2013

Total Returns [Gross] -3.74 -7.12 -7.06 -7.06 4.91 -0.33 -1.12

Real Assets Custom Blended Index -3.73 -7.16 -7.04 -7.04 4.97 -0.36 -1.13

Difference -0.01 0.03 -0.01 -0.01 -0.06 0.03 0.01

Total Returns [Net] -3.75 -7.18 -7.28 -7.28 4.67 -0.56 -1.35

Real Assets Custom Blended Index -3.73 -7.16 -7.04 -7.04 4.97 -0.36 -1.13

Difference -0.02 -0.02 -0.23 -0.23 -0.30 -0.20 -0.22

State Street Real Asset NL CTF Nov/2016

Total Returns [Gross] -3.74 -7.12 -7.06 -7.06 N/A N/A 2.00

Real Assets Custom Blended Index -3.73 -7.16 -7.04 -7.04 N/A N/A 1.97

Difference -0.01 0.03 -0.01 -0.01 N/A N/A 0.03

Total Returns [Net] -3.77 -7.23 -7.42 -7.42 N/A N/A 1.63

Real Assets Custom Blended Index -3.73 -7.16 -7.04 -7.04 N/A N/A 1.97

Difference -0.04 -0.07 -0.38 -0.38 N/A N/A -0.34

Office of Hawaiian Affairs —

Account Summary



Past performance is not a guarantee of future results. Performance returns for periods of less than one year are not annualized. The performance figures contained herein are provided on 

a gross and net of fees basis. Gross of fees do not reflect and net of fees do reflect the deduction of advisory or other fees which could reduce the return. The performance includes the 

reinvestment of dividends and other corporate earnings and is calculated in US dollars.
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Summary of Performance 
Following are the gross net returns for the Office of Hawaiian Affairs portfolios versus the corresponding benchmarks 
as of December 31, 2018

1 Month 

(%)

3 Months 

(%)

Year to 

Date (%)

1 Year 

(%)

3 Years 

(%)

5 Years 

(%)

Since 

Inception 

(%)

Inception

Date

State Street 1–3 Year US Treasury Index 

NL Strategy 
Jan/2018

Total Returns [Net] 0.80 1.32 N/A N/A N/A N/A 1.78

Bloomberg Barclays U.S. 1–3 Year Treasury 

Bond Index
0.81 1.31 N/A N/A N/A N/A 1.78

Difference 0.00 0.00 N/A N/A N/A N/A 0.00

State Street 1–3 Year US Credit Index 

NL Strategy 
Feb/2017

Total Returns [Gross] 0.74 0.92 1.68 1.68 N/A N/A 1.55

Bloomberg Barclays U.S. 1–3 Year Credit 

Bond Index
0.72 0.89 1.64 1.64 N/A N/A 1.54

Difference 0.01 0.03 0.05 0.05 N/A N/A 0.00

Total Returns [Net] 0.73 0.88 1.54 1.54 N/A N/A 1.44

Bloomberg Barclays U.S. 1

3 Year Credit Bond Index
0.72 0.89 1.64 1.64 N/A N/A 1.54

Difference 0.01 -0.01 -0.10 -0.10 N/A N/A -0.11

Office of Hawaiian Affairs —

Account Summary



Source: SSGA

* Includes dividends, interest, and realized/unrealized gains and losses.
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Investment Summary

As of December 31, 2018

Market Value ($)

State Street Aggregate Bond Index K 29,469,244

State Street Global Equity EX US K 24,104,134

State Street Equity 500 Index Fund K 28,216,189

Total 81,789,567

Statement of Asset Changes 

The following changes took place in the Office of Hawaiian Affairs account for the period of October 01, 2018 to 

December 31, 2018:

Starting Balance

10/01/2018 ($)
Contributions ($) Withdrawals ($)

Appreciation/

(Depreciation)* ($)

Ending Balance

12/31/2018 ($)

State Street Aggregate Bond Index K 32,115,334 296,867 3,100,000 157,043 29,469,244

State Street Global Equity EX US K 22,931,137 5,849,576 — (4,676,580) 24,104,134

State Street Equity 500 Index Fund K 35,822,524 1,388,185 3,000,000 (5,994,519) 28,216,189

Total 90,868,995 7,534,628 6,100,000 (10,514,056) 81,789,567

Office of Hawaiian Affairs —

Account Summary



Past performance is not a guarantee of future results. Performance returns for periods of less than one year are not annualized. The performance figures contained herein are provided on 

a gross and net of fees basis. Gross of fees do not reflect and net of fees do reflect the deduction of advisory or other fees which could reduce the return. The performance includes the 

reinvestment of dividends and other corporate earnings and is calculated in US dollars.
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Summary of Performance 
Following are net returns for the Office of Hawaiian Affairs portfolios versus the corresponding benchmarks 
as of December 31, 2018:

3 Months 

(%)

Year to 

Date (%)

1 Year 

(%)

3 Years 

(%)

5 Years 

(%)

10 Years 

(%)

Since 

Inception 

(%)

Inception

Date

State Street Aggregate Bond Index K Sep/2014

Total Returns [Net] 1.64 -0.10 -0.10 1.81 N/A N/A 1.86

Bloomberg Barclays Aggregate Bond 1.64 0.01 0.01 2.06 N/A N/A 2..05

Difference 0.00 -0.11 -0.11 -0.25 NA NA NA

State Street Global Equity EX US K Sep/2014

Total Returns [Net] -11.46 -14.03 -14.03 4.69 N/A N/A -0.10

MSCI ACWI ex USA Index -11.46 -14.20 -14.20 4.48 N/A N/A 0.00

Difference 0.00 0.17 0.17 0.21 NA NA -0.10

State Street Equity 500 Index Fund K Apr/2001

Total Returns [Net] -13.54 -4.42 -4.42 9.16 8.35 12.91 6.19

S&P 500 Index -13.52 -4.38 -4.38 9.26 8.49 13.12 6.16

Difference -0.02 -0.04 -0.04 -0.10 -0.14 -0.21 0.03

Office of Hawaiian Affairs —

Account Summary



Equity Indexing

Skillfully Delivered
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Who We Are
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1 Source: State Street Global Advisors, June 2018.
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Why State Street Global Advisors for 

Index, Smart Beta & ESG Investing

16

Core Focus Area and 

Key Strength
Industry Leader and 

Innovator

Experienced and 

Reliable Team

• 40 year history of delivering 

high quality, broad based 

index solutions

• Index represents 80%1 of 

assets under management 

and 68%1 of revenues 

• >98%1 of equity index funds 

have historically tracked 

within their tolerance bands

• 20 years average portfolio 

manager tenure

• Utilize a globally consistent 

investment management 

platform and processes

• Strategic focus on 

implementation and 

risk management 

• Deep Research expertise 

with innovative heritage

Launched first US ETF

In-house index creation

Developing smart beta 

since 2006

Groundbreaking efforts in 

ESG research and integrated 

portfolio solutions In-house 

proprietary ESG framework 

and screening tool



Investment Philosophy
We aim to deliver to each client the returns and characteristics 

of a targeted index or strategy 
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Source: State Street Global Advisors

We believe in…

• Maintain a primary 

portfolio manager 

structure while using a 

state of the art portfolio 

management platform 

• Continuous investment 

in our technology 

infrastructure to gain 

further efficiencies

Integration of technology 

& human insight

• Engage with investee 

companies to promote 

responsible investing and 

protect long term share-

holder returns through 

asset stewardship 

• Firm wide proxy 

voting platform

Supporting long-term 

shareholder values

• Value add strategies 

based on core 

beta research

• Development of propriety 

strategies and indexes

• ESG screening tools & 

framework, thematic 

strategies and 

portfolio integration

Innovating 

through research



State Street Global Equity Beta Solutions

As of October 15, 2018. 1 Includes Global Equity Beta Solutions Team Members who may not be reflected in the organization chart above. 2 Investment Team members include portfolio 

managers and researchers. 3 Does not manage assets for the Global Equity Beta Solutions team. CFA® is a trademark of the CFA Institute. CAIA® is a registered trademark of the 

Chartered Alternative Investment Analyst Association. 
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Portfolio Strategists Exp Yrs

Heather Apperson 14

Ana Harris, CFA 14

Yvette Murphy 10

Thomas Reif 24

Tetsuro Shimura 32

Johnnie Yung, CFA 32

Senior Leadership Exp Yrs

Mike Feehily, CFA (US) 26

Richard Hannam, ASIP (EMEA) 34

Susan Darroch, (Asia Pac) 33

David Arrighini, CFA (TEMC) 28

Jennifer Bender, PhD3 (Research) 22

Rakhi Kumar, (ESG/ Stewardship) 17

Shayne White (Technology) 26

CIO Exp Yrs

Lynn Blake, CFA 31

150+1 Dedicated professionals to equity indexing across the firm

30+ Traders & analysts

10+ Equity strategists & specialists
Boston

London

Dublin

Sydney

Bangalore

Tokyo

Hong Kong

Team Highlights

Investment Team Members2 62

Average Experience Years 20

Number of CFA Charter Holders 27

Number of PhDs 3



Global Equity Beta Solutions  

As of October 15, 2018

* Does not manage assets for the Global Equity Beta Solutions team. CFA® is a trademark owned by CFA Institute. Certified Financial Planner Board of Standards Inc. owns the 

certification marks CFP®, CERTIFIED FINANCIAL PLANNER™ and federally registered CFP (with flame design) in the US, which it awards to individuals who successfully complete 

CFP Board’s initial and ongoing certification requirements.
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Ted Janowsky, CFA
Company Stock Portfolio Management

David Arrighini, CFA
TEMC

Jennifer Bender, PhD*
Research

Lynn Blake, CFA®
Global CIO, Global Equity Beta Solutions 

Global Trading — 31 Global Traders

Operations — 150+ Dedicated Professionals

Data Group — 13 Dedicated Professionals

Relationship with State Street Corporation

Susan Darroch
APAC ex-Japan Sydney

Andrew Howson

Alexander King, CFA 

Lillian Poon, CFA

Mark Hui, CFA
Hong Kong

SaiSai Lin
Kwok-Shing Yip, CPA

Nobuya Endo, CFA
Japan 

Shunsuke Ichinose, CMA

Masaki Ishikawa, CFA, CMA

Hitomi Miwa, CMA

Abhishek Pankaj*

Jashu Krishna*

Kushal Shah*

Mitesh Tank, CFA, FRM

Mohamed Rehan, FRM*

Rohit Nagori*

Taie Wang, CFA*

TJ Blackburn, PhD*

Todd Bridges, PhD*

Vidit Jain* 

Xiaole Sun, CFA*

Shayne White*
Systems

Temitayo Akinsanya*

Dan Smith*

Theresa Holland*
Executive Assistant

Portfolio Strategists

Heather Apperson*
Ana Harris, CFA*
Yvette Murphy*

Thomas Reif*
Tetsuro Shimura*

Johnnie Yung, CFA*

Natalie Waller
London

Chris Flood, CFA, ASIP

Mark Davey, CFA
Nina Doneva

James Fielding
Gwennael Freydt, CFA

Richard Hamilton
Ross James, CFA

Dominic Klee
Matt McCarthy, CFA

Matt Moffat
Zehra Sayeed

Boston

Jeannine Doyle Anne Muir

Maria Cummings

Susann Curtis

Joseph Lima

Margaret Miggins

Bernice Stacy

Lee Williams

Kathleen Yacano*

Scott Roy
Scott Pittsley, CFA*

Nicholas Trager*

Bejay Ugale*

Xianhang Wu*

Portfolio Specialists

Karl Schneider, CAIA
Deputy Head, Americas

Maher Colaylat*

Benjamin Colton*

Matthew DiGuiseppe*

Stefano Maffina*

Caitlin McSherry*

Michael Younis*

Philip Vernardis*

Robert Walker*

Nathalie Wallace*

ESG Strategist

Mike Feehily, CFA
Americas

Richard Hannam, 
ASIP EMEA 

Developed Markets Equities
Dwayne Hancock, CFA

Juan Acevedo

Lisa Hobart

John Law, CFA

Eric Viliott, CFA, CFP®

Olga Winner, CFA

Emerging Markets Equities

Tom Coleman, CFA

Melissa Kapitulik

Mark Krivitsky

Chuck LeVine

Kate Morgan, CFA

Kala O’Donnell

David Chin

Ray Donofrio

Mike Finocchi

Payal Gupta

Ted Janowsky, CFA

Keith Richardson

Amy Scofield

David Swallow, CFA

Dan TenPas, CFA

Teddy Wong

Smart Beta/ESG Equities

Emiliano Rabinovich, CFA
Alternative Asset Equities

Amy Cheng

Alison Weiner*

Rakhi Kumar*
ESG Investments and 

Asset Stewardship

Portfolio Management

60 Portfolio Managers = average 20 years experience 



ESG & Asset Stewardship

Source: State Street Global Advisors. 1 Data as of June 30, 2018 and listed in USD.
2 152 added a female board member, and 34 pledged to do so. 
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ESG

• Proprietary ESG 

research and 

innovation driving multi 

asset classes solutions

• Strong focus on 

independent board 

leadership, financial 

impacts of climate 

change and other 

crucial ESG issues 

like gender diversity

Asset Stewardship
• Alignment of asset 

stewardship, portfolio 

management, 

research, technology 

and ESG solutions

• Commissioned the 

Fearless Girl statue 

and developed the 

Gender Diversity Index

Head of ESG & 
Asset Stewardship
Rakhi Kumar

Our Belief

Companies embracing 

ESG best practice 

have strong, effective, 

independent boards and 

are able to incorporate 

sustainability into their 

long term strategy.

30+ Years $202B
1

of commitment to 

ESG investors

companies we called on 

made positive progress 

on board gender diversity

301
2
of the 700

assets under management 

in ESG

Photo: 

Sculpture by Kristen Visbal.



Boston

London

Hong KongBangalore

Robust Research Guides Investment 

Decisions & Strategy Design

As of September 30, 2018. * Does not manage assets for the Global Equity Beta Solutions team.
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Global Head of 
Research
Jennifer Bender,* PhD

Global Team

Core Beta Smart Beta Thematic & ESG Self-Indexed & 

Proprietary Beta

Global Headcount 11

Members with PhD 3

Peer-reviewed articles 

& chapters authored

17

Adding incremental value 

through risk-aware 

implementation and 

cost-reduction strategies, 

and strategic execution 

of index changes

Identifying and capturing 

ESG-driven risks and 

opportunities and optimal 

portfolio construction 

across a spectrum of 

ESG exposures

Blending empirical and 

theoretical research, and 

balancing intuition and 

complexity make us a leader 

in factor definition, combination, 

and implementation 

Developing innovative 

solutions while incorporating 

implementation insights into 

our range of cap-weighted, 

factor, and ESG indexes 



Global Trading

As of December 31, 2017. Asset classes include equity, fixed income, futures and currency. Figures are in USD.
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17 year global desk in place

24 hour trading capabilities

30+ Traders (Equity & Fixed Income)

+18 year’s average experience

$2.3 Trillion dollars traded in 2017

2.9 Million tickets executed in 2017

Boston &

Stamford

London

TokyoSan 

Francisco

Dublin

Sydney

Hong Kong

Singapore

Investment Centers Trading and Investment Centers

55 markets 

across Europe, 

Africa, and the 

Middle EastUS,

Canada 

& Lat Am

Australia, Japan & 

13 markets across 

Asia

What Differentiates Us from the Competition?

Spectrum of Trading Tools Trading Analytics Group (TCA) Connectivity & Expertise 

• Internal crossing network: Use of 

security & unit level crossing when 

possible to minimize transactions costs

• Algo Wheel: Seeks to reward 

better performing algorithmic trading 

strategies and remove trader bias 

through a performance driven 

broker selection process

• Cross asset class team performing 

transaction cost analysis, data 

and analytics reporting, as well as 

market research 

• TCA results incorporated into Algo

selection process

• Quarterly review of best execution 

and governance oversight framework

• Regional trading desks with local 

expertise — coverage across 95 

global markets

• Strong partnership between trading, 

portfolio management and research 

helps drive value-add strategies 

and routine implementation decisions



1 BAML Monthly Manager Survey, September and October 2018. 2 Boston Consulting Group, May 4, 2018. Unless otherwise noted, all data as of June 30, 2018. 
3 Morgan Stanley, Sustainability Signals, June 2018.
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Industry Trends Q3 2018

23

Flows/ Markets Investors continued to de-risk, although US equity markets hit new highs and rates edged higher. 

• Concerns over slowing growth, global trade and rising rates drove investor sentiment. Non-US equities, 
specifically EM continued to see outflows.

• Recent investor surveys showing the largest overweight in US equities in three years and don’t expect 
a rotation in bonds until US 10 yr yields hit 3.7%1

Smart Beta /

Factor Investing

Focus area for institutions but implementation and manager solutions vary

• 30% YoY growth rate in smart beta strategies since 2012, while ‘standard’ passive strategies grew 13% a year 
during the same period2

• Thoughtful implementation coupled with the ability to clearly capture and attribute factor contributions are 
key manager differentiators

• Seeing renewed interest in low volatility and value strategies given the market environment

Self Indexing Increasing number of asset managers announcing plans to self index 

• Benefits include increased flexibility, lower explicit cost (i.e., licensing fees) and potentially lower implicit costs

• Increasing number of ETF managers moving towards self indexed products in fixed income and smart beta

Asset Stewardship 

& ESG

Dedication to asset stewardship & ESG initiatives becoming more common — however standards still vary

• In a recent survey, 84%3 of respondents said to be pursuing or considering ESG integration in their investment process.
60% of respondents began doing so in the last four years.

• Institutions demanding more transparency — what do I own and what is the impact ? Reporting on ESG metrics 
likely to become the norm but the industry is still establishing a base line measurement framework

Noteworthy 

Index Events

MSCI 

• Consultation underway to increase China A from 5% to 20%, 
as well as add midcap stocks. Announcement set for Feb 2019 

• Saudi Arabia and Argentina to be promoted 
to Emerging Market status in May 2019

• In March 2019, companies with unequal voting structures, will be 
eligible for inclusion in MSCI standard indices

FTSE

• Announces formal addition of China A shares. 
Estimated around 5% initially and set to be 
added in multiple tranches



What We Do
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A Long History of Indexing Innovation

Source: State Street Global Advisors, as of June 30, 2018. Inception date of select portfolios.
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Standard 

Indices

Our 

Proprietary 

Strategies:

Tilted,

Optimized,

ESG 

(Multifactor) 

State Street 

Global 

Advisors 

launched 

International

Index Fund 

and S&P 

Strategy
(1979)

SSGA 
S&P 500 
Equal 
Weighted
(1993)

SSGA Global
Managed Vol

SSGA Global 
Size Tilted

SSGA Global
Valuation Tilted

SSGA 
Canadian
Div Tilted

RAFI 
Low Vol

MSCI 
World 
Equally-
weighted

FTSE 
RAFI 
US 1000

S&P 
HY Div 
Aristocrats

Nikkei 225

SSGA 
Global 
Multi-factor

SSGA US
Multi-factor

SSGA 
Europe
Multi-factor

Russell 
1000 Single 
Factors

FTSE 
EDHEC Risk 
Efficient EM

MSCI 
Quality Mix 
Series

Gender 
Diversity 
Index —
Multi-Factor
Optimized

US Cap 
Weighted Self 
Indices —
Multi-Factor 
+ ESG

Kensho
New 
Economies 
Indices 

SSGA 
Europe
Managed 
Vol

FTSE 
RAFI 
ALL World 
3000

MSCI Min 
Volatility

SSGA 
US
Valuation-
Tilted

1970s 1990s 2000s 2010s



A Leading Manager of Global 

Indexed Assets
Equity Index AUM: $1.72 Trillion (USD)

Source: State Street Global Advisors. As of September 30, 2018. Exclusive of Emerging Markets Equities invested in other MSCI-benchmarked strategies such as MSCI ACWI and 

MSCI ACWI ex-US. Data as of September 30, 2018
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Cap Weighted

• US, Developed ex US, 

Emerging Markets

• Large, Mid & Small Cap 

Smart Beta

• Third-Party Indices

• Proprietary Solutions-Tilted, 

Multifactor & ESG

Style/Sector

• Value & Growth

• Sector/ Industry Specific

• ESG 

Alternatives

• Commodity

• REITs

• Infrastructure

• Natural Resources

Breakdown of 

Global AUM

US Equity

$954B

Emerging 

Markets

Equity

$66B

Developed

Markets 

Equity

$670B

Alternative Equity $35B



A Leading Manager of Global 

Indexed Assets
Total Global Equity Beta Solutions Assets Under Management: 

$1.72 Trillion (USD) as of September 30, 2018 

Source: State Street Global Advisors. As of September 30, 2018. 

Exclusive of Emerging Markets Equities invested in other MSCI-benchmarked strategies such as MSCI ACWI and MSCI ACWI ex-US.

2020615.7.1.GBL.INST 27

FTSE

Indices

$5B

S&P

Dow

Jones

$4B

Other

Indices 

$863M

S&P

Indexes

$737B

Other

$15B

Dow Jones/

DJ IndexesSM

$40B

Russell 

Indices

$150B

SSGA

$6B

FTSE 

Strategies

$78B

S&P Developed

$35B

Other 

(Nasdaq…)

$46B

MSCI

$10B

Dow Jones

Developed

$11B

MSCI 

Developed

$530B

MSCI 

Indices

$55B

US Index AUM

$960B

International & Global 

Equity AUM $699B

Emerging Markets 

Equity AUM $66B



SPDR: Third Largest ETF Manager
ETF AUM: $702 Billion 

Offerings: 254

Source: Morningstar, as of September 30, 2018. 
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Global AUM by Asset Class

Region Country of

Domicile

ETF

Offerings

Assets 

($M)

Americas United States 140 651,618

EMEA Ireland 94 30,632

APAC Australia 16 4,216

Hong Kong 2 10,972

Singapore 2 4,141

Global ETF AUM

Equity 

$597B
597,188

69,052

28,578

5,659

1,103

Equity Fixed Income Commodities Convertibles Allocation



State Street Global Advisors’ 

Smart Beta Equity Strategies & AUM
Total Smart Beta AUM $140B

Source: State Street Global Advisors. Data as of September 30, 2018 in USD.
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State Street has been managing Smart Beta 

portfolios for over 25 years

• Huge selection of strategies to meet varying 

interests of investors

• At forefront of research and development of 

Smart Beta solutions

Investor flows into Smart Beta continues 

to be positive

• In recent years, most interest in Low Volatility, 

Multi-Factor and Multi-Factor + ESG strategies 

Yield/Dividend 

Weighted 

19%

Multi-Factor

12%

Other Factor 

Weighted

6%

Value

Weighted

8%Volatility

Weighted

8%

Price

Weighted

18%

Fundamentally

Weighted

7%

Risk Weighted 1.8%

Equally 

Weighted

23%



Expertise in Smart Beta Portfolio 

Development and Implementation
Total Smart Beta AUM: $140 Billion

As of September 30, 2018. All figures in USD.
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Yield/Dividend 

Weighted 

19%

Multi-Factor

12%

Other Factor 

Weighted

6%

Value

Weighted

8%Volatility

Weighted

8%

Price

Weighted

18%

Fundamentally

Weighted

7%

Risk Weighted 18%

Equally 

Weighted

23%

Index Provider Smart Beta Assets: 

$125 billion

Proprietary Smart Beta Assets: 

$15 billion

Multi-Factor

22%

Other Factor 

Weighted

6%

Value

Weighted

42%

Volatility

Weighted

30%



Alternative Asset Betas
Commodities, REITs & Additional 

Alternative Asset Classes

Source: State Street Global Advisors. Data as of September 30, 2018 in USD.
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Bloomberg 

Roll Select 

Commodity 

Index

$4,788M

Global

Infrastructure

$2,481M

S&P GSCI $862M

Buy Write $837M

Natural 

Resources

$4,398M

Emulation Strategies $390M

Other $87M

REITs

$21,583M

$35,425 Million
AUM as of September 30, 2018



How We Do It
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Index Equity Management Techniques
Benchmark returns can be achieved through….
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Replication

Hold all or the majority of securities in the index at 

approximately market cap weight

Typically applied to reasonable sized portfolios 

with minimal liquidity or accessibility constraints

• i.e., US large cap or developed international

Optimization

Construct a portfolio with the same risk & return 

characteristics of the index but with a smaller 

subset of securities

Typically applied to liquidity constrained portfolios

• i.e., International small cap (EM) or smaller 

sized portfolios 

Tracking 

Error

Costs

Optimal

Optimized 

Portfolio



Source: State Street Global Advisors
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Investment Process
A tried and tested process marrying human insight and technology 

34

Construct Analyze Review

• On a daily basis 

evaluate portfolio 

deviations versus a 

benchmark via our 

propriety portfolio 

management system 

• Incorporate flows 

if applicable

• Assess impact of 

potential changes 

in index and client 

flows in portfolio

• Pre and post 

trade compliance 

checks, as well as 

independent daily risk 

oversight review

• Conduct monthly 

performance & 

attribution reconciliation 

• Business management 

quarterly performance 

review & oversight

• Determine indexing 

methodology or 

management style

• Consider various factors 

such as the size of a 

portfolio, the bench-

mark breadth, liquidity, 

cost, ESG factors & 

tracking error

• Construct the 

optimal portfolio

Implement

• Determine required 

changes to the 

portfolio, if any

• Evaluate exposure 

alternatives to 

minimize transaction 

costs and minimize 

tracking error

• Construct trade and 

submit instructions 

to the trading team 

via interconnected 

systems



Improving Risk Controls & Oversight 

Through Technology

Source: State Street Global Advisors

Features of our portfolio management system:

• Full data integration with other State Street 

Global Advisors applications and risk/ 

oversight teams

• Designed and customized to our process, 

workflow and portfolio universe

• Provides a comprehensive portfolio view 

for portfolio management, as well as 

risk and oversight

• Dedicated software development resources

to ensure continuous development 

and improvements
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Portfolio 
Management

Benchmark 
Data

Live & pro-forma

Trading

Systems
Pre trade TCA, 

execution & 
trading strategies

Performance
Attribution

Ex-post 

Portfolio
Data

Daily holdings

Client
Guidelines &
Compliance
Pre & post trade 

review

Risk

Analysis &

Oversight
Ex-ante



How We Add Value
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Index Assumptions Reality 

No transaction costs Effective implementation techniques
can minimize implicit and explicit 
costs (i.e., internal crossing)

All trades executed at market 
on close

Trading strategies can reduce 
turnover and improve execution

Dividends reinvested at ex date 
— before cash received

Equitize cash with futures when 
possible to minimize cash drag

Maximum foreign dividend 
withholding tax rate

Investors realize different withholding 
tax rates relative to the index, 
resulting in income via tax reclaims

Assumed corporate 
action elections

Multiple options may exist presenting 
opportunities to add value

Dividends are the only 
income source

Income from securities litigation 
payments or securities lending 
can help offset negative tracking*

Indexes make 

numerous 

assumptions, 

which can lead to 

mistracking (+/-), 

and wealth erosion 

if not managed with 

precision and skill

Why Choosing The Right Index 

Manager Matters?

* Other sources of tracking deviation may include but are not limited to transactions costs, taxes, cash drag, futures tracking versus the benchmark or securities mis-weights.
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Adding Value Through 

Effective Implementation

ESG integration/screening to our portfolios.
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Index

Reconstitution

Pursue the 

best outcome 

for the client

Portfolio 

Rebalancing
Be pragmatic

It doesn’t always 

make sense to trade

Index Events

Research corporate 

actions/events to 

assess impact fully 

and manage risk

Trading 

Determine the 

most cost-efficient

approach

Scrip Dividends
Look for the 

Premium Cash 

versus stock

Derivatives

Used to overlay 

cash and synthesize 

full exposure to 

equity markets

Stock Lending

Can help offset 

costs and potentially 

add value

Core Beta

Research

Continuously look 

for opportunities to 

improve and evolve 

implementation



Source: State Street Global Advisors. As of December 31, 2017. Figures in USD and approximate. This represents the aggregate gain/loss for both base and special situations.

* This includes MSCI, FTSE and S&P events. Only 2017 includes other ad-hoc intra-quarter dates.
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Global Organized Trading (GOT):

Adding Value Through Trading

39

GOT Results
Strategy Design Using 

Expert Inputs

Trading

Portfolio Management

Research

Transaction Costs

Historically achieving better trading 

prices relative to the index provides 

meaningful results

2015*: $70M+

2016*: $11M+

2017*: $48M+



S&P500 Index S&P400 Index S&P600 Index

Rebalance Turnover 0.87% 4.27% 4.13%

Traded 0.55% approx.
(Typical State Street Global Advisors 

S&P500 portfolio)

3.92%
(Typical State Street Global Advisors 

S&P400 portfolio)

3.75%
(Typical State Street Global Advisors 

S&P600 portfolio)

Reduction in Turnover 24% 8% 9%

By monitoring ex-ante tracking closely, we can avoid trading some of the smaller names 

of a given index rebalance. This reduces the overall turnover of a portfolio and also 

reduces the transaction costs associated with it.

Portfolio Rebalancing: Be Pragmatic

Example: S&P Quarterly Rebalance March 2017

Source: State Street Global Advisors. For illustrative purposes only.

2020615.7.1.GBL.INST 40



Minimizing Turnover Through 

Internal Crossing

As of December 2017 updated annually. Source: State Street Global Advisors. All figures are in USD. Availability of internal crossing at State Street Global Advisors may be affected by 

your asset class, vehicle type, jurisdiction, or other factors. * Impact and spread cost estimates are based on calculations provided by vendor tools that specialize in these estimations but 

are proprietary to the vendor. Commissions, taxes, and other explicit cost estimates are based on standard schedules published within State Street Global Advisors but may vary from the 

results experienced in actual trading. Savings are calculated by multiplying the estimated market trading costs (ranging from 10 to 20 basis points–depending on liquidity type and region) 

by the relevant trade volume amount. US large cap stocks account for about 64% of the noted savings. 

US Market Example
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Companies regularly 

move between indices

A diverse book of 

business creates 

opportunities to reduce 

transaction costs around 

index change events

Companies 

that grow

in size

Companies 

that shrink

in size

Migration Trades 

• $38.0 billion between 2014–2017

• 79% crossed internally

• Estimated Cost Savings: $40 million*

Large Cap 

Indices

Mid Cap 

Indices

Mid Cap 

Indices

Small Cap 

Indices

Index Migrations



Source: State Street Global Advisors. All currency figures in USD. Updated annually. 1 As of June 30, 2018. Availability of internal crossing at State Street Global Advisors may be affected 

by your asset class, vehicle type, jurisdiction, or other factors. 2 Impact and spread cost estimates are based on calculations provided by vendor tools that specialize in these estimations 

but are proprietary to the vendor. Commissions, taxes, and other explicit cost estimates are based on standard schedules published within State Street Global Advisors but may vary from 

the results experienced in actual trading. Savings are calculated by multiplying the estimated market trading costs (ranging from 5 to 20 basis points--depending on liquidity type and 

region) by the relevant trade volume amount. US large cap stocks account for about 70% of the noted savings. 

Russell Reconstitution Trade Crossing
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• Turnover due to rebalancing for the 

annual Russell Reconstitution totaled 

$55 billion for the combined years 

2015–2018

• Over $30 billion was crossed 

internally. This represents an average 

crossing rate for the period of 55%.

• Estimated costs to trade a full slice of 

US large cap stocks in the open market 

is 10 bps while it costs about 20 bps for 

US mid/small cap stocks

• Savings passed on to our clients are 

estimated to be approximately 

$34 million1 from 2015

State Street Global Advisors US 

Russell Assets Under Management2: 

$157B

Russel Index Family

Russel 1000 Russel 2000 Growth

Russel 1000 Growth Russel 2000 Value

Russel 1000 Value Russel 3000

Russel 2000 Russel Small Cap



Internal Crossing: A Powerful Source 

of Cost Savings & Liquidity 

Availability of internal crossing at State Street Global Advisors may be affected by your asset class, vehicle type, jurisdiction, or other factors. 
1 Based on actual client order flow trading activity in the S&P 500® Defined Contribution Commingled Fund. 
2 Based on actual client order flow trading activity in the Bi-Monthly EAFE ERISA Commingled Funds. 
3 In-kind transfers are redemptions/contributions made via security transfers. 
4 For calendar years 2015–2017. It is not known whether similar results have been achieved after 2017. 
5 This represents estimated average savings across all aggregate trading over the period. These estimates are based on subjective judgments and assumptions and do not reflect the 

effect of unforeseen economic and market factors on decision making. There is no guarantee that a particular client transaction will experience the same level of savings. In fact, savings 

could differ substantially. Any savings is contingent upon other activity taking place on a given transaction day. Had other funds been selected, different results of transaction cost savings 

may have been achieved. All figures are in USD. 
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Total Value4 In-kind3/Internal 

Crossing/

Unit Crossing

Estimated 

Cost Savings5

Transaction

Cost Savings5

US Market 

Case Study1

(2015–2017)

$108.5 Billion 90.1% 

of the Total 

0.06% 

of the Total

$64.4M

Non-US Developed 

Case Study2

(2015–2017)

$30.9 Billion 75.9% 

of the Total 

0.23% 

of the Total

$71.1M



Derivatives and Other Exposures

Source: State Street Global Advisors
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While the goal is to

remain fully 

invested in stocks

& invest locally 

but ….

it may not be 

possible or the 

most pragmatic 

approach

Index Futures

Portfolios hold some residual cash to either to 

accommodate daily cash flows or because of 

dividend accruals 

Futures provide a cost-efficient and liquid way of 

gaining exposure to the underlying index while 

minimizing cash drag and trading costs 

Other Exposures

Investing locally is preferred; however, accessibility and 

cost in some markets can presents challenges

ADRs/GDRs or swaps can be used in place of locally 

listed securities 



Securities Lending: Can Help Offset 

Costs and Potentially More

As of December 31, 2017. Figures in USD. Updated annually. Securities lending programs and the subsequent reinvestment of the posted collateral are subject to a number of risks, 

including the risk that the value of the investments held in the collateral may decline in value and may at any point be worth less than the original cost of that investment.
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Securities Lending

Act of loaning a security 

for a specified period 

of time to generate 

additional income

Program Overview

Leading securities lending provider since 1974

Managed through State Street Securities Finance (SSSF): 

• Lendable assets of $3.86T 

• 138 borrower relationships

• Scale & market presence is attractive for high quality borrowers

• Manages quality of borrowers & collateral diversification

Focus on income generation in a risk controlled manner

Global coverage across equities and fixed income

272 dedicated employees in 34 international markets



The above information is for illustrative purposes only.
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Core Beta Research: Overview
Improving portfolio implementation & building innovative core exposure 

strategies in an ever-evolving market microstructure

46

• Robust quantitative analysis

• Coverage across major

index families 

• Ability to disaggregate 

index changes by type 

for further insight

Implementation Value Add

Pragmatic Portfolio Rebalancing

Ad-hoc Index Events

Scrip Premium Harvesting

IPOs and Share Placings

Country Reclassifications

Efficient Indexing Frontier

Self-indexing

ESG Integration



Why Choose State Street 

Global Advisors?

Source: State Street Global Advisors. * Based on cumulative quarterly gross-of-fees returns for 1,322 GEBS managed pooled, and separate account portfolios from 

April 1, 2018 to June 30, 2018. Tracking error based on the difference between portfolio and benchmark cumulative returns. 
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Indexing 

Skillfully Delivered

Client Centric Focus 
Listen, understand 

and adapt to client 

needs and challenges

Team
Tenured and stable team 

with dedicated portfolio 

managers averaging 

19 years experience 

Research
Embedded research team 

delivering innovative 

solutions — such as factors, 

ESG and core beta 

implementation strategies

Performance
Deliver performance by 

striking the appropriate 

balance between return,

risk and costs (>98% of 

funds have consistently 

tracked within expectations)*

Asset Stewardship
Effective steward of client 

assets with a coordinated 

firm wide proxy voting 

platform and focused 

engagement 



Additional Information
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Index Vehicle Considerations for 

Institutional Investors — US

* Frequent trading of ETFs could significantly increase commissions and other costs such that they may offset any savings from low fees or costs.
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CIT Segregated Account ETF Mutual Fund Notes

Investor Eligibility ERISA (DB &DC) & 

tax exempt entities

All Institutions All All CITs and segregated accounts are not registered products.

Holding Period Long Long Varies by client 

but typically <1 yr

Long Institutions may use ETFs for tactical of short term 

purposes. However, longer term use cases may also apply.

Mandate Size Some minimum

size requirements

Preferably large No size

requirements

No size

requirements

Mutual funds may have multiple share classes with 

different fee and investment minimums.

Relative Price

Range

Low to Ultra-Low Typically High with

fee minimums

Ultra- Low to Mid Low –High 

(varies by

manager/fund)

Effective fee rates vary based on mandate size. 

However, CITs generally have a lower effective fee rate 

than other investment vehicles listed.

Ability to 

Replicate

Yes Yes — assuming 

sufficient size

Yes Yes Replication may vary by strategy or mandate size. 

Generally, smaller segregated accounts and/or less liquid 

exposures may be optimized.

Customization Possible but limited Yes No No CITs can be combined to create custom fund of 

fund structures.

Transaction 

Costs

Typically Lower Higher Typically lower* Medium CITs (ex DC funds) isolate t-costs at the at the individual 

client level., thus shielding market impact from other 

participate flows. ETFs can minimize t-costs through 

the ‘create redeem’ process.

Account set-up/ 

Opening & 

Maintenance

None for 

existing funds —

some legal 

maintenance

Complex (all) Purchased on 

exchange —

registered fund

Purchased on 

exchange —

registered fund

Set up time for segregated accounts can be complex 

and lengthy, particularly in the case of emerging markets.

Additional legal attention and documentation are 

required as well. 



Fixed Income

Index Investing
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A Leader in Fixed Income Indexing

Fixed Income Index Investing | Overview

As of September 30, 2018
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We Offer Real Breadth 

and Depth in Fixed 

Income

 Managing fixed income index strategies for over 30 years

 Over 40 fixed income strategies offered globally

 Investment centres in Boston, London, Singapore, Sydney, and Tokyo

Our Heritage is Index 

Investing

 Over 30 portfolio managers and dedicated trading desk

 Our PMs average more than 15 years of experience

 Expertize across all major regions, currencies and sectors

Innovative Client 

Investment Solutions

 Market-leading research

 Real-world innovations that unlock new markets for investors

 ESG investment solutions



Intelligent Indexing in Fixed Income

Fixed Income Index Investing | Overview
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Index Change 

Strategies

Minimize Turnover

Pursue the best 

outcome for the client

Portfolio 

Rebalancing

Be pragmatic

It doesn’t always 

make sense to trade

Security Selection

Experienced portfolio managers 

skilfully incorporate relative value in 

sampling approach

Primary Markets

Look for the premium: 

Access liquidity

Trade Execution

Minimize costs

Experienced specialists, global 

reach and wide broker network

Minimising Tax Drag

Proactive positioning across taxable 

strategies (e.g., Emerging 

Market Debt) 



Indexing Assets Under Management 

by Sector

Fixed Income Index Investing | Overview

As of September 30, 2018

Source: BIG (Fund View). Total Assets Under Management (AUM) is stated in USD and is for Fixed Income assets managed by the Fixed Income Beta Solutions team only, 

exclusive of all cash and securities lending assets and fixed income portfolios managed by ISG. All calculations are unaudited. 

Other includes: indexing accounts with large degrees of customization, Convertible, Securitized and Municipal Indexing Strategies.

Fixed Income Indexing AUM of US$376.07 bn is equivalent to: EUR 324.10 bn; GBP 288.63 bn ; CHF 369.28 (based on Bloomberg FX data as at date shown).
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Aggregate

Corporate/Credit

Government & Credit

High Yield

Inflation Linked

Treasury & 

Government-Related

Other

$376

Billion

Emerging Markets

$71

$53

$19

$23

$21
$20

$124

$46



Research and Innovation

Fixed Income Index Investing | Overview

Important Disclosure: ETFs managed by State Street Global Advisors have the oldest inception dates within the US, Hong Kong, Australia, and Singapore. State Street Global 

Advisors launched the first ETF in the US on January 22, 1993; launched the first ETF in Hong Kong on November 11, 1999; launched the first ETF in Australia on August 24, 2001; 

and launched the first ETF in Singapore on April 11, 2002.

From Early Days To Present Times

1993
Creators of the 

World’s First ETFs 

SPDR®

2004
US High Yield 

Indexed Strategy

2011
First Indexed Local 

EM Bond Fund

2014
First US 

Convertible Bond 

Indexed ETF

2016
Multi-Factor Emerging 

Markets Bond Strategy
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Fixed Income Index Investing | Overview

US Team
US Aggregate

Treasury

Credit

High Yield

MBS

European Team
European & Global Aggregate

Emerging Market Debt (HC & LC)

Treasury

Credit

High Yield (Euro)

Asia-Pacific Team
Asian Aggregate

Treasury 

Credit

Global Presence — Local Expertize
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Index Investing

Reliable Delivery: Precision tracking means clear, reliable returns

Deep Experience: Managing Index Global Aggregate since 2001 and EMD since 2005 

Right Infrastructure: Our global trading platform provides deep insight into markets and best execution

Risk Controlled: Best-of-breed risk systems and a culture of risk excellence



Fixed Income Index Investing | Overview

150+ Dedicated Fixed Income Professionals Globally 
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Indexed Fixed Income Macro Strategies Credit Strategies Cash Management 

Venky Venkataramani, CFA

Global Head of Fixed Income Beta

Matthew Nest, CFA

Global Head of Macro Strategies

Chuck Moon

Global Head of Credit Strategies

Pia McCusker

Global Head of Cash Management

Indexing

Smart Beta

Currency Solutions 

Active Rates

Multi-sector Fixed Income

High Yield

Investment Grade 

Municipals

Structured Credit

Short Maturity Credit 

Cash Management

Securities Lending

Cash & Structured Credit Research 

Enhanced Cash

33 Investment Professionals 23 Investment Professionals 23 Investment Professionals 22 Investment Professionals

Matthew Steinaway, CFAGlobal Chief Investment 
Officer

Ramu Thiagarajan, PhD

9 Research Analysts

Mark Johnston
6 Investment Professionals 

Collin Crownover, PhD

Fixed Income Quantitative Research Insurance Solutions Smart Beta

9 FI Portfolio Strategists & 

Specialists 

18 Traders 

(11 Fixed Income & 6 FX

20 FI Investment & Liquidity Risk 

Professionals 

13 ESG & Corporate Governance 

Professionals*

As of September 30, 2018

* Cover Fixed Income and Equites.

CFA® is a trademark of the CFA Institute. 



Fixed Income Index Investing | Overview

Specialization within Fixed Income

Source: SSGA, as of September 30, 2018.
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North America Index Investing Organization

Specialization provides the insights to manage multiple portfolios and is designed to deliver world-class index solutions 

and performance

Credit

Mike Brunell, CFA Dave Marchetti, CFA

Brad Sullivan, CFA Frank Miethe, CFA

Christopher Distefano Read Burns

Kyle Kelly, CFA, FRM Christian Hoffmann, CFA

Global Rates

Jim Kramer Cindy Moy

Orhan Imer, PhD, CFA Joanna Madden

Nikita Imennov, PhD, FRM 

Securitized

Marc DiCosimo, CFA

Nic Fischer, CFA

Mike Przygoda, CFA

Venky Venkataramani, CFA

Global Head of Fixed Income Index Strategies

Patrick Bresnehan, CFA

North America Head of Fixed Income 

Index Strategies



Index Investment 

Process

2004325.7.1.GBL.INST 58



Fixed Income Index Investing | Investment Process

Index Investment Management Process

Source: SSGA
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• We understand markets

• We manage risks and costs

• Aim to deliver superior index investment outcomes

Identify

Sources of Risk

Efficient 

Implementation

Portfolio 

Construction

Monitoring & 

Oversight



Fixed Income Index Investing | Investment Process

We Identify Sources of Risk

Source: SSGA
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We slice the benchmark into precise risk categories and construct investment portfolios designed 

to deliver the desired investment outcome.

Country

Convexity

Currency

Term 

Structure

Prepayment 

Risk

Liquidity 

Risk

Issue 

Specific 

Factors

Issuer Risk

Sector Risk
Seniority 

Structure



Fixed Income Index Investing | Investment Process

Constructing the Portfolio

The above information is for illustrative purposes only. 
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Our stratified sampling process has a proven track record of delivering consistent investment outcomes

Best for broad investment-grade mandates

We aim to minimize risk exposures and limit 

trading costs to achieve consistent tracking error

Tracking 

Error

Costs

Estimated 

Shortfall

Number of Bonds

From Stratified Sampling To Full Replication

Employed in a small set of indices with

highly liquid securities. High transaction costs 

may increase tracking error for larger indices



Fixed Income Index Investing | Investment Process

We Trade and Implement Efficiently

As of January 18, 2018. Asset classes include equity, fixed income, futures and currency Fixed Income figures include activity under Boston and London desks only. 
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Portfolio Managers Work with Our Dedicated 

Securitized Trading Desk to Achieve Best Execution

• Centralized trading desk 

• Dedicated EMD, Credit and MBS Traders

Strong Relationship with Major Broker/Dealers

• Leverage our size to achieve superior execution 

• Trade in primary and secondary markets

• Adapt trading venue for size, instrument and conditions

Global Desk In Place 

For Over 16 Years

24-hour trading capabilities, with traders 

located in Boston, London, and Hong Kong

34 Traders Servicing 

243 Portfolio Managers Across 

10 Investment Centres

2.9 Million Tickets

Executed Last Year

US$2.3 trillion notional traded in 2017
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 Designed and built around our portfolio 

management process and workflow

 Comprehensive view of portfolios

 Full data integration with other SSGA applications

 Continuous development and improvements

Proprietary PM System
Benchmark & 
Portfolio Data

Client Guidelines 
& Compliance

Liquidity Risk 
Analysis

Trading
Systems

Risk Analysis
& Oversight

Performance 
Attribution

PORTFOLIO 
MANAGEMENT

Where does performance come from?

Real time monitoring & reporting

Necessary inputs

Executions

Trading strategies

Respect client 

requirements 
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Fixed income 

business with 

proven track 

record 

Expertize

across all 

major regions, 

currencies and 

sectors

Managed 

by an 

experienced 

team within a 

disciplined 

framework

Investment 

innovation

unlocks new 

markets and 

strategies

Emphasis on 

collaboration

to support 

clients in 

achieving the 

desired 

outcome
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For Investment Professional Use Only.

Past performance is not an indicator of future results. Diversification does not ensure a profit or guarantee against loss. 

Equity securities are volatile and can decline significantly in response to broad market and economic conditions. 

Indexing strategies are managed with a passive investment strategy, attempting to track the performance of an unmanaged index of securities. As a result, indexing strategies may hold 

constituent securities of the Index regardless of the current or projected performance of a specific security, which could cause their return to be lower than if they employed an active 

strategy. While the strategy seeks to track the performance of the Index as closely as possible, its return may not match or achieve a high degree of correlation with the return of the Index 

due to operating expenses, transaction costs, cash flows and operational inefficiencies.

Foreign investments involve greater risks than US investments, including political and economic risks and the risk of currency fluctuations all of which may be magnified in emerging 

markets. Investing in foreign domiciled securities may involve risk of capital loss from unfavourable fluctuation in currency values, withholding taxes, from differences in generally accepted 

accounting principles or from economic or political instability in other nations. Investments in emerging or developing markets may be more volatile and less liquid than investing in 

developed markets and may involve exposure to economic structures that are generally less diverse and mature and to political systems which have less stability than those of more 

developed countries.

Currency Risk is a form of risk that arises from the change in price of one currency against another. Whenever investors or companies have assets or business operations across national 

borders, they face currency risk if their positions are not hedged.

The trademarks and service marks referenced herein are the property of their respective owners. Third party data providers make no warranties or representations of any kind relating to 

the accuracy, completeness or timeliness of the data and have no liability for damages of any kind relating to the use of such data. 

Investing in futures is highly risky. Futures positions are considered highly leveraged because the initial margins are significantly smaller than the cash value of the contracts. There are a 

number of risks associated with futures investing including but not limited to counterparty credit risk, basis risk, currency risk, derivatives risk, foreign issuer exposure risk, sector 

concentration risk, leveraging and liquidity risks.

Derivative investments may involve risks such as potential illiquidity of the markets and additional risk of loss of principal. 

Investing involves risk including the risk of loss of principal. Past performance is not a guarantee of future results. 

This document contains certain statements that may be deemed forward‐looking statements. Please note that any such statements are not guarantees of any future performance and 

actual results or developments may differ materially from those projected. The information provided does not constitute investment advice and it should not be relied on as such. It should 

not be considered a solicitation to buy or an offer to sell a security. It does not take into account any investor's particular investment objectives, strategies, tax status or investment horizon. 

You should consult your tax and financial advisor. All material has been obtained from sources believed to be reliable. There is no representation or warranty as to the accuracy of the 

information and State Street shall have no liability for decisions based on such information. 

Bonds generally present less short term risk and volatility than stocks, but contain interest rate risk (as interest rates rise bond prices usually fall); issuer default risk; issuer credit risk; 

liquidity risk; and inflation risk. These effects are usually pronounced for longer‐term securities. Any fixed income security sold or redeemed prior to maturity may be subject to a substantial 

gain or loss. 

Investing in high yield fixed income securities, otherwise known as "junk bonds", is considered speculative and involves greater risk of loss of principal and interest than investing in 

investment grade fixed income securities. These Lower‐quality debt securities involve greater risk of default or price changes due to potential changes in the credit quality of the issuer. 
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Government bonds and corporate bonds generally have more moderate short‐term price fluctuations than stocks, but provide lower potential long term returns. 

ETFs trade like stocks, are subject to investment risk, fluctuate in market value and may trade at prices above or below the ETFs net asset value. Brokerage commissions and ETF 

expenses will reduce returns. 

Passively managed funds invest by sampling the index, holding a range of securities that, in the aggregate, approximates the full Index in terms of key risk factors and other 

characteristics. This may cause the fund to experience tracking errors relative to performance of the index. 

The whole or any part of this work may not be reproduced, copied or transmitted or any of its contents disclosed to third parties without SSGA’s express written consent. 

United States: State Street Global Advisors, One Iron Street, Boston, MA 02210–1641.

Web: www.ssga.com

© 2019 State Street Corporation — All Rights Reserved.

Tracking Code: 2386596.1.1.AM.INST

Expiration Date: May 31, 2019
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Biography

Sonya K. Park

Sonya is a Vice President of State Street Global Advisors 

and a Senior Relationship Manager in the San Francisco 

Office. She is responsible for managing existing SSGA 

client relationships and driving new business development 

in the Western U.S. Prior to joining State Street Global 

Advisors in 2011, Sonya was a Vice President at 

Dimensional Fund Advisors in the Institutional Sales & 

Services Group.

Prior to Dimensional Fund Advisors, Sonya was an 

Associate Director at Watson Pharmaceuticals. Sonya has 

also worked at Lehman Brothers as an Equity Research 

Analyst and began her career at SEI Corporation.

Sonya earned a BA from the University of Pennsylvania 

and an MBA from the NYU Stern School of Business and 

has been working in the financial services industry since 

1993. Sonya holds the FINRA 7 and 63 registrations. 

Sonya also holds the NFA Series 3 and is an Associated 

Person of SSGA Funds Management, Inc. (‘SSGA FM’) 

SSGA FM is a Commodity Trading Advisor registered with 

the Commodity Futures Trading Commission.
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