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Texas Municipal 
aims to come 
closer to target 
in PE: Schelling
By Preeti Singh
• Plans to commit an additional $500 mln this year
• 5-10 new fund commitments
• Mix of re-ups and new relationships in manager 
 selection

Texas Municipal Retirement System is 
on track to commit an additional $500 
million to private equity this year, inch-
ing closer to its strategic target alloca-
tion of 5 percent by 2020, according to 
Christopher Schelling, director of PE for 
the system.

The $25 billion system is a recent 
entrant into PE investments. In 2015, 
Schelling joined Texas Municipal and 
StepStone was hired as the non-discre-
tionary adviser to build the $1.5 billion 
private equity portfolio.

The PE strategy has focused on a mix 
of buyout, growth and special-situations 
investments, presentations on the sys-
tem’s website show.

To date, $270 million of the $1.1 
billion committed has already been 
invested since the program’s inception, 
Schelling said.

Re-ups and new relationships
New fund commitment announce-

ments will begin in Q2, with check sizes 
ranging from $30 million to $75 million, 
Schelling said. Expect re-ups for three to 
five existing funds and five to seven new 
relationships, he added.

The new relationships would be a mix 
of established and emerging funds, he 
said. Debut funds by emerging managers 

with good track records and performance 
have found favor with Texas Municipal.

“I want a Fund I upside with a Fund 
III risk,” Schelling said.

For example, former GSO Capital Part-
ner Tim White’s debut fund, Dunes Point 
Capital, got a $50 million check from 
TMRS in 2017.

Likewise, LightBay Capital, founded 
by original members of Ares Manage-
ment’s PE group, also received a $40 mil-
lion check for its debut fund from Texas 
Municipal in December 2017.  It had a 
“compelling investment mandate,” he 
said. Part of the fund’s special-situations 
mandate is to invest in undercapitalized 
businesses, a Dec. 7, 2017, presentation 

on the website shows.
Texas Municipal’s private equity team 

of two manages a portfolio of 22 GPs, 
and Schelling expects they will end up 
with 30 GPs by year-end. GPs include 
GTCR, Marlin Equity, One Rock Capital 
Partners, Providence Strategic Growth, 
Altaris Capital Partners, Foundry Group 
and GSO.

An interesting aspect of Texas Munici-
pal’s PE-manager-selection process is the 
personality and attitude assessment for 
GPs. Schelling wanted a “quantifiable” 
measure on important criteria like integ-
rity, social skills, aggression and decision 
making.

After exploring multiple vendors, 
Schelling selected an online test by Pro-
files International. The test has modules 
on general aptitude and personality char-
acteristics, and provides a range of scores 
across the spectrum of senior managers 
in similar roles.

“There are no right or wrong profiles,” 
Schelling said, adding that the results 
are particularly valuable in assessing 
two-manager teams. The results help 
him understand the dynamics of the 
team and how team members comple-
ment each other. “If a key man leaves, 
we know what attributes to look for in 
the new hire,” he said.

Since its implementation a year and a 
half ago, nearly 50 managers have taken 
the test, according to Schelling.

There has been no pushback from GPs 
and “many view it as free HR advice,” 
he said.

Christopher Schelling, director of private equity 
for Texas Municipal Retirement System. 
Photo courtesy of Schelling.

FRESH CAPITAL

ACTION ITEM
Check out the Texas Municipal Retire-

ment System presentation: https://www.
tmrs.com/down/board/presentations_2017/
Item8_Private_Equity_Recommendations.pdf

Recent LP Commitments
Limited Partner Fund Name Fund Strategy Amount 

Committed
Fund Target/ 
Size

Insight

Illinois Municipal 
Retirement Fund

AUA Fund II Acquisitions/Buyouts $15 million $300 million AUA targets minority or control investments in lower-middle-market 
companies that are Hispanic-oriented or family-owned, focused on 
the consumer products and services sector.

Los Angeles County 
Employees’ Retirement 
Association

Morgan Stanley Co-
Investment Fund

Co-Investment $100 million LACERA’s had a 12-year relationship co-investing with Morgan 
Stanley and the platform outperformed the funds in its core private 
equity program. 

New Mexico State 
Investment Council

Bridgepoint’s Europe VI Acquisitions/Buyouts $60 million €5.5 billion 
($6.72 billion)

Bridgepoint has a pan-European focus and acquires leading middle-
market businesses valued up to €1 billion.
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