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San Mateo 
doubles projected 
hedge fund fees  
in FY 2015-2016
By Sam Sutton
• Northern California pension pays $3.1 mln for 
 hedge-related management fees
• Paid lower-than-expected PE fees
• San Mateo invests $35 mln in Standard Life hedge 
 product

San Mateo County Employees’ Retire-
ment Association paid more than double 
what it projected for hedge-fund-related fees 
in the 2015-2016 fiscal year.

The Northern California retirement sys-
tem, which oversees retirement assets for 
more than 11,000 members, expected to 
pay hedge fund managers $1.4 million in 
the year ended June 30. San Mateo County 
ultimately paid $3.1 million.

The spike in hedge-fund-related costs 
contributed to the $3.5 billion retirement 
system exceeding its overall management 
fee projections by a little more than $80,000.

Hedge funds, which represent 5.2 percent 
of the retirement system’s holdings, account-
ed for roughly 16 percent of its investment-
management costs during the 2015-2016 
fiscal year. The county’s real asset and real 
estate portfolios also overran their antici-
pated management fees last year.

San Mateo County’s private equity hold-
ings undershot expected costs by more than 

20 percent. The retirement system paid 
$3.88 million for its PE portfolio after pro-
jecting $4.9 million of fees at the start of 
the fiscal year.

Many California pension officials have 
grown increasingly critical of hedge funds 
and PE in recent years amid investment-
cost and transparency concerns. California 
Public Employees’ Retirement System elimi-
nated its hedge fund portfolio in 2014. In 
August, the state legislature unanimously 
approved a bill requiring PE firms to disclose 
more information about fees and expenses 
charged by their funds.

While San Mateo did not specify why 
its hedge fund portfolio exceeded projected 
costs, pension documents indicate higher or 
lower fees may be attributable to changes 
to the target asset allocation, unanticipat-
ed additions of investment managers and 
performance.

Recent activity within the hedge port-
folio checks off a few of those boxes. San 

Mateo County netted a 7.2 percent return 
from its hedge fund holdings in the year 
ended June 30, beating its performance 
benchmark by almost 3 percentage points, 
according to county documents.

San Mateo County also added another 
hedge fund manager, investing $35 million 
to Standard Life Investments, in October 
2015.

The Standard Life investment contributed 
to the portfolio’s market value increasing by 
$44.2 million year-over-year, according to 
pension documents. The retirement system 
valued its portfolio at $183.8 million as of 
June 30.

San Mateo County officials did not 
respond to requests for comment.
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For more information about San Mateo 
County, visit www.samcera.org

Recent LP Commitments
Limited Partner Fund Name Fund Strategy Amount 

Committed
Fund Target/ 
Size

Insight

California State 
Teachers’ Retirement 
System

Advent International 
GPE VIII

Acquisitions/Buyouts $150 million $13 billion Advent focuses on upper-mid market buyouts, mainly in Europe, North, 
Latin and Central America.

Ares Corporate 
Opportunities Fund V

Distressed/Turnaround $300 million $7.85 billion Ares will target traditional buyouts and distressed debt investments, with 
a heavier tilt towards distressed debt deals to account for the economic 
slowdown.

Thoma Bravo Fund 
XII

Acquisitions/Buyouts $250 million $7.6 billion Thoma Bravo targets control investments in companies in the tech sector to 
achieve industry leadership.

Illinois Municipal 
Retirement Fund

Versant Venture 
Capital Fund VI

Venture Capital $20 million Versant focuses on the healthcare sector, especially the development of 
novelty therapeutics.

Minnesota State 
Board of Investment

Permira VI Acquisitions/Buyouts €150 million 
($168.3 
million)

€6.5 billion Permira identifies market-leading businesses with growth trends and 
supports them for an average of five years.

Los Angeles 
City Employees’ 
Retirement System

Thoma Bravo Fund 
XII

Acquisitions/Buyouts $250 million $7.6 billion The oversubscribed Fund XII will enable Thoma Bravo to move into larger 
deals while retaining a foothold in the enterprise-software sector’s middle 
market
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