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Members, Board of Retirement
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Subject: Meeting of the Kern County Employees' Retirement Association Investment
Committee

Ladies and Gentlemen:

A meeting of the Kern County Employees' Retirement Association Investment Committee
will be held on Friday, May 31, 2024 at 11:00 a.m. in the KCERA Boardroom, 11125 River
Run Boulevard, Bakersfield, California, 93311.

How to Participate: Listen to or View the Board Meeting
To listen to the live audio of the Board meeting, please dial one of the following numbers (for
best audio a landline is recommended) and enter ID# 842 0605 5161

e (669) 900-9128; U.S. Toll-free: (888) 788-0099 or (877) 853-5247

To access live audio and video of the Board meeting, please use the following:
e https://usO2web.zoom.us/j/84206055161?pwd=HQR7PITVtEoiuZwadt5ys86KtZ5GGw.uJeTUMBtGLjahUVR
e Passcode: 285544

Items of business will be limited to the matters shown on the attached agenda. If you have
any questions or require additional service, please contact KCERA at (661) 381-7700 or
send an email to administration@kcera.org.

Sincerely,

Ny SN

Dominic D. Brown
Chief Executive Officer

Attachments
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AGENDA:

All agenda item supporting documentation is available for public review on KCERA’s
website at www.kcera.org following the posting of the agenda. Any supporting
documentation that relates to an agenda item for an open session of any regular meeting
that is distributed after the agenda is posted and prior to the meeting will also be
available for review at the same location.

AMERICANS WITH DISABILITIES ACT
(Government Code §54953.2)

Disabled individuals who need special assistance to listen to and/or participate in the
meeting of the Board of Retirement may request assistance by calling (661) 381-7700 or
sending an email to administration@kcera.org. Every effort will be made to reasonably
accommodate individuals with disabilities by making meeting materials and access
available in alternative formats. Requests for assistance should be made at least two (2)
days in advance of a meeting whenever possible.

CALL TO ORDER
ROLL CALL (IN PERSON)

AB 2449 REMOTE APPEARANCE(S)
Items 1 and/or 2 withdrawn from agenda if no trustee(s) request to appear remotely:

1. JUST CAUSE CIRCUMSTANCE(S):
a) The following Trustee(s) have notified the Committee of a “Just Cause” to
attend this meeting via teleconference. (See Government Code § 54953).

e NONE

b) Call for Trustee(s) who wish to notify the Committee of a “Just Cause” to attend
this meeting via teleconference. (See Government Code 8§ 54953) —
RECEIVE/HEAR REQUEST(S); NO COMMITTEE ACTION REQUIRED

2. EMERGENCY CIRCUMSTANCE(S):
a) The following Trustee(s) have requested the Committee approve their
attendance of this meeting via teleconference due to an “Emergency
Circumstance.” (See Government Code 8§ 54953).

e NONE

b) Call for Trustee(s) requesting the Committee approve their attendance of this
meeting via teleconference due to an “Emergency Circumstance”. (See
Government Code 8§ 54953) — TAKE ACTION ON REQUEST(S) FOR
REMOTE APPEARANCE DUE TO EMERGENCY CIRCUMSTANCE
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PUBLIC COMMENTS

3.

The public is provided the opportunity to comment on agenda items at the time
those agenda items are discussed by the Committee. This portion of the meeting
is reserved for persons to address the Committee on any matter not on this agenda
but under the jurisdiction of the Committee. Committee members may respond
briefly to statements made or questions posed. They may ask a question for
clarification and, through the Chair, make a referral to staff for factual information
or request staff to report back to the Committee at a later meeting. Speakers are
limited to two minutes. Please state your name for the record prior to making a
presentation.

INVESTMENT MATTERS

4.

Discussion and appropriate action on private market fund recommendation
presented by Maria Surina, Investment Director, Cambridge Associates!, and
Senior Investment Officer Geoff Nolan — RECOMMEND THE BOARD OF
RETIREMENT APPROVE UP TO $45MM COMMITMENT TO QUANTUM
CAPITAL SOLUTIONS Il AND UP TO $10MM COMMITMENT TO QUANTUM
CAPITAL SOLUTIONS II-C; AUTHORIZE CHIEF EXECUTIVE OFFICER TO
SIGN, SUBJECT TO LEGAL ADVICE AND REVIEW

Discussion and appropriate action on private market fund recommendation
presented by Keirsten Lawton, Managing Director, Cambridge Associates?, and
Senior Investment Officer Geoff Nolan — RECOMMEND THE BOARD OF
RETIREMENT APPROVE UP TO $25MM COMMITMENT TO CASTLELAKE
AVIATION V STABLE YIELD; AUTHORIZE CHIEF EXECUTIVE OFFICER TO
SIGN, SUBJECT TO LEGAL ADVICE AND REVIEW

REFERRALS TO STAFF, ANNOUNCEMENTS OR REPORTS

6.

7.

On their own initiative, Committee members may make a brief announcement,
refer matters to staff, subject to KCERA'’s rules and procedures, or make a brief
report on their own activities.

Adjournment

1 Written materials and investment recommendations from the consultants, fund managers and KCERA investment staff relating to alternative investments are

exempt from public disclosure pursuant to California Government Code § 7928.710, § 7922.000, and §54957.5.

2 Written materials and investment recommendations from the consultants, fund managers and KCERA investment staff relating to alternative investments are
exempt from public disclosure pursuant to California Government Code § 7928.710, § 7922.000, and §54957.5.
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	O’Neill and Carruthers continue to lead the firm, manage it’s investment activities, and serve on the Investment Committee (IC). Carruthers began his aviation investing career alongside O’Neill when he joined Cargill in 2003. He officially became Cast...
	Castlelake’s aviation team is led by deputy co-CIO Joe McConnell and represents a vertically integrated platform with experienced professionals leading seven verticals: Maeve Daly (underwriting), Chris Buckley (marketing), Neil McCrossan (trading), Ri...
	The firm’s origination, trading, and remarketing team is fully active across the complete investment lifecycle. Chris Buckley, who was promoted to partner and chief marketing officer in January 2022, oversees seven marketing professionals based in Sin...
	Rich Gauvin continues to lead the asset management and technical team, which is responsible for asset technical diligence, configuration, and maintenance status review; aircraft transition, recovery, and storage; forecasting and monitoring aircraft ma...
	In 2020, the risk management team was developed as a dedicated function to proactively manage and monitor the credit quality and risk of every portfolio asset and airline with which the firm has a relationship. The team offers supplemental support to ...
	References characterized the aviation team as “extraordinarily impressive” professionals who are committed, proactive, and well-equipped for the industry’s next phase of growth. The team members are nimble, fast thinkers who have a granular knowledge ...
	Since the raising of CLA IV SY in 2020, several senior-level professionals have departed the aviation team, including Partner and Aviation President Otto Verhoeff, who left in 2022; Aviation CFO Ardalan Ghanbar, who left in 2021; and Managing Counsel ...
	Castlelake operates in seven offices worldwide, though the three offices most relevant to the aviation strategy and team are Dublin, Singapore, and New York. Dublin is the aviation leasing capital of the world, and 60% of the global aircraft fleet is ...
	Consistent with the evolving aviation environment, the manager will aim to invest CLA V SY in new to younger-mid-life aircraft with contracted leases that require execution or are already in place at the time of acquisition, resulting in yield through...
	For the first few years of the fund life, the manager expects to invest CLA V SY capital into the secondary market of secured airline and structured aircraft debt transactions, which has resulted from the retrenchment of aviation financing. This strat...
	The remaining 50% of CLA V SY exposure is expected to be in aircraft leasing through airline sale-leasebacks and lessor trading opportunities. The manager expects to invest in these transactions as the opportunity set evolves. The manager will focus o...
	The COVID-19 pandemic had a massive impact on the aviation industry. Airlines stopped generating revenue and were required to retire aircraft as they sought to cut capacity and retire out-of-favor aircraft to optimize their fleets. Ultimately, an esti...
	Despite mass retirements, production shortages, and rebounded passenger demand, recent economic and geopolitical events have contributed to a financing gap for aircraft as pre-pandemic entrants exit following COVID-19 burns, lessors consolidate, and b...
	Due to the COVID-19 pandemic, the ABS market was effectively closed for the aviation industry until January 2021, requiring new and creative ways to finance transactions and gain exposure to high-quality lending markets. In October 2021, Castlelake cr...
	Like CLA IV SY, the strategy for CLA V is leverage dependent, and Castlelake will seek to use asset-level leverage that will average 2:1 to 3:1 times and will be non-recourse or limited recourse to the fund. Higher-quality individual investments may u...
	1) Subscription line—Consistent with CLA III, CLA IV has a subscription line that enables fund-level borrowing to bridge capital calls. The subscription line is expected to have a maximum borrowing limit of 30% of the fund’s total commitments.
	2) Warehouse facility—CLA V SY will use a warehouse facility to purchase aircraft before putting term financing in place through either a securitization vehicle or a bank term loan. The warehouse facilities have a term-out feature to mitigate refinanc...
	3) Term financing—Castlelake has successfully raised eight term facilities totaling over $4 billion. These financing structures are more flexible than warehouse facilities in regard to credit and asset concentration limits and will match the durations...
	4) ABS—Since 2014, Castlelake has successfully issued seven asset-backed debt vehicles, raising $6 billion across the issuances. As of March 27, 2023, Castlelake had fully repaid or refinanced six of the seven ABS structures; the most recent issuance ...
	The securitization market for aviation-related assets should provide realization opportunities for CLA V SY. While securitizations may not affect the gross multiple that Castlelake can extract from its portfolio of assets, it can boost net IRRs, minim...
	Castlelake has generated consistent, strong performance across its aviation-focused funds: CLA I through IV SY performed above median on a net IRR basis compared to their relevant benchmarks.1F . CLA I and II focused on older mid-life and end-life str...





