
COMMUNITY ACTION PARTNERSHIP of KERN 
BOARD OF DIRECTORS 

AUDIT & PENSION COMMITTEE MEETING 
5005 Business Park North 

November 1, 2018 
12:00 p.m. 

 
AGENDA 

 
 

1. Call to Order 
 
2. Roll Call 
 

Craig Henderson  Mike Maggard  Yolanda Ochoa Ana Vigil  
   

3. Approval of Agenda 
 

4. Public Forum: (The public may address the Committee on items not on the agenda.  Speakers are 
limited to 3 minutes.  If more than one person wishes to address the same topic, the total group time 
for the topic will be 10 minutes.  Please state your name before making your presentation.) 

 
5. New Business 

 
a. Pension Plan Update: 401(a) and 403(b) Plan Review Q3-2018 presented by Tom Ming, 

Pensionmark, Inc. – Raymond Quan, Director of Human Resources – Info Item (p. 3-231) 
 

b. Approval of Compliance Review Corrective Action Plan for the Emergency Food Assistance 
Program (EFAP) – Carmen Segovia, Director of Health & Nutrition – Info Item (p. 232-239) 
 

c. City of Bakersfield Development Services Department Letter Dated September 25, 2018 
Regarding Facility Monitoring, CDBG Program Agreement No. ED 16-202 – Carmen Segovia, 
Director of Health & Nutrition – Info Item (p. 240-241) 
 

d. California Department of Education Letter Dated September 25, 2018 Regarding Anonymous 
Consumer Complaint – Yolanda Gonzales, Director of Head Start / State Child Development 
Programs – Info Item (p. 242-243) 
 

e. CCTR-6049, CMIG-6004, CMSS-6004, and CSPP-6110 Year-End Earnings Calculations FY 
2016-2017 and Reserve Fund Status Report – Tracy Webster, Chief Financial Officer –– Info 
Item (p. 244-253) 
 

f. CMAP-6000 Year-End Earnings Calculations FY 2016-2017 and Reserve Fund Status Report – 
Tracy Webster, Chief Financial Officer – Info Item (p. 254-257) 
 

6. Committee Member Comments 
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7. Next Scheduled Meeting 
 

Audit Committee Meeting 
Thursday, January 17, 2019 (Pending Approval) 
12:00 p.m. 
5005 Business Park North 
Bakersfield, California 93309 

 
8. Adjournment 

 
This is to certify that this Agenda notice was posted in the lobby of the CAPK Administrative Office at 5005 Business Park North, Bakersfield, 
and online at www.capk.org by 12:00 pm on October 29, 2018. Paula Daoutis, Administrative Coordinator 
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Barclays Global Aggregate Bond (Global Bonds)
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Barclays Municipal (Municipal Bonds)

BofA/ML US High Yield Master II (High Yield Bonds)

BofA/ML US Corporate Master (Corporate Bonds)

Barclays Capital US TIPS (Inflation-Protected Bonds)

Barclays Capital US Aggregate (US Broad Market)

Fixed Income Index Returns

Last Quarter YTD
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ICE US Dollar Spot (US Dollar)

FTSE EPRA/NAREIT US (US Real Estate)

FTSE EPRA/NAREIT Global (Global Real Estate)

LPX50 (Global Private Equity)

S&P GSCI Gold Spot (Gold)

Bloomberg Commodity (Broad Commodities)

Bloomber Brent Crude (Brent Crude Oil)

Bloomberg WTI Crude (WTI Crude Oil)

Alerian MLP (MLPs)

Alternative Investment Index Returns

YTD Last Quarter

Alternative Investments
• Commodities posted a 2% loss during the quarter. The top detractors

were Nickel (-16%), Sugar (-14.5%), and Coffee (-13.5%). The best 
performing commodities were Heating Oil (5.6%), Brent Crude (5.2%), 
and Unleaded Gas (4.9%).

• The US Dollar gained .5% during the quarter and is up 3.6% for the
year. 

• Brent Crude Oil gained 5.8% for the quarter while West Texas
Intermediate (WTI) Crude Oil gained 3.3%.

• US REITs outperformed Global REITS posting a 0.6% gain for the
quarter compared to a 0.8% loss for the quarter globally.

• Global Private Equity and MLPs posted gains this quarter of 5.6%  and
6.6% respectively.

Fixed Income
• The yield on the 10-Year Treasury ended the quarter at 3.05%

• Yields rose across the U.S. Treasury yield curve over the quarter and
the yield curve continued to flatten modestly.

• U.S. Treasuries declined in the quarter as the Federal Reserve
continues to push forward with monetary tightening.

• The Fed raised short term interest rates another 25 basis points
during their September meeting and has signaled one additional rate
hike before the end of the year.

• European bonds declined over the quarter as the European Central
Bank continues to push forward winding down their stimulus
program.

FIXED INCOME & ALTERNATIVES REVIEW

Source: Index Factsheets as of 9/30/2018 from the following index providers: Bloomberg Barclays Indices (www.bloomberg.com), BofA Merrill Lynch (www.bofaml.com), Intercontinental Exchange 
(www.theice.com), LPX Group (www.lpx-group.com), Credit Suisse (lab.credit-Suisse.com), FTSE Russell Indices (www.ftse.com). All other data was sourced from Morningstar.
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cu

rr
en

t m
an

ag
em

en
t t

ea
m

. T
he

 lo
ng

er
 a

 m
an

ag
er

 h
as

 m
an

ag
ed

 th
e 

sp
ec

ifi
c 

in
ve

st
m

en
t b

ei
ng

 
ev

al
ua

te
d 

th
e 

hi
gh

er
 th

e 
va

lu
e 

as
sig

ne
d 

to
 it

s s
co

re
.

Ex
pe

ns
e 

Ra
tio

W
he

n 
se

le
ct

in
g 

an
 in

ve
st

m
en

t, 
yo

u 
w

an
t t

o 
kn

ow
 h

ow
 m

uc
h 

it 
co

st
s a

s t
ot

al
 fe

es
 re

du
ce

 th
e 

to
ta

l r
et

ur
n 

ca
pt

ur
ed

 b
y 

th
e 

in
ve

st
or

. T
he

 lo
w

er
 th

e 
Ex

pe
ns

e 
Ra

tio
 h

as
 c

om
pa

re
d 

to
 p

ee
rs

, t
he

 h
ig

he
r t

he
 v

al
ue

 
as

sig
ne

d 
to

 it
s s

co
re

.
5 

Ye
ar

 M
ax

 
Dr

aw
do

w
n

(T
ar

ge
t D

at
e 

O
nl

y)

W
he

n 
se

le
ct

in
g 

an
 in

ve
st

m
en

t, 
M

ax
 D

ra
w

do
w

n 
is 

th
e 

m
ax

im
um

 lo
ss

, f
ro

m
 p

ea
k 

to
 tr

ou
gh

, t
ha

t a
 

po
rt

fo
lio

 e
xp

er
ie

nc
es

 in
 a

 g
iv

en
 p

er
io

d 
an

d 
is 

a 
m

ea
su

re
m

en
t o

f d
ow

ns
id

e 
ris

k 
ov

er
 th

at
 p

er
io

d.
 T

he
 

lo
w

er
 th

e 
m

ax
 d

ra
w

do
w

n 
a 

po
rt

fo
lio

 e
xp

er
ie

nc
es

, c
om

pa
re

d 
to

 p
ee

rs
, t

he
 h

ig
he

r t
he

 v
al

ue
 a

ss
ig

ne
d 

to
 

its
 sc

or
e.
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1, 
3,

 &
 5

 Y
ea

r 
Re

tu
rn

 –
Ex

pe
ns

e 
Ad

ju
st

ed

W
he

n 
se

le
ct

in
g 

an
 in

de
x 

in
ve

st
m

en
t, 

yo
u 

w
an

t t
o 

kn
ow

 th
at

 it
 h

as
 d

em
on

st
ra

te
d 

an
 a

bi
lit

y 
to

 
pe

rfo
rm

 in
-li

ne
 w

ith
 th

e 
in

de
x 

it 
is 

m
ea

nt
 to

 tr
ac

k.
 To

 p
as

s, 
an

 in
ve

st
m

en
t m

us
t n

ot
 u

nd
er

pe
rfo

rm
 

it’
s s

ta
te

d 
in

de
x 

by
 m

or
e 

th
an

 2
0 

ba
sis

 p
oi

nt
 (-

0.
20

%
). 

Ex
pe

ns
e 

Ra
tio

W
he

n 
se

le
ct

in
g 

an
 in

ve
st

m
en

t, 
yo

u 
w

an
t t

o 
kn

ow
 h

ow
 m

uc
h 

it 
co

st
s a

s t
ot

al
 fe

es
 re

du
ce

 th
e 

to
ta

l 
re

tu
rn

 c
ap

tu
re

d 
by

 th
e 

in
ve

st
or

. I
f t

he
 In

de
x 

fu
nd

 is
 ra

nk
ed

 in
 th

e 
to

p 
qu

ar
til

e 
(lo

we
st

 2
5%

 o
f 

ex
pe

ns
e 

ra
tio

s)
 o

f i
t’s

 p
ee

r g
ro

up
, i

t p
as

se
s t

hi
s c

rit
er

ia
.

1, 
3,

 &
 5

 Y
ea

r 
Tr

ac
ki

ng
 E

rro
r 

W
he

n 
se

le
ct

in
g 

a 
pa

ss
ive

 in
ve

st
m

en
t, 

th
e 

tra
ck

in
g 

er
ro

r s
ho

w
s t

he
 in

ve
st

m
en

t's
 c

on
sis

te
nc

y 
co

m
pa

re
d 

to
 it

s b
en

ch
m

ar
k 

ov
er

 a
 g

ive
n 

pe
rio

d 
of

 ti
m

e.
 T

he
 lo

we
r t

he
 tr

ac
kin

g 
er

ro
r, 

th
e 

m
or

e 
co

ns
ist

en
t t

he
 p

as
siv

e 
in

ve
st

m
en

t i
s p

er
fo

rm
in

g 
lik

e 
its

 st
at

ed
 in

de
x. 

To
 p

as
s, 

th
e 

tra
ck

in
g 

er
ro

r 
m

us
t b

e 
in

 th
e 

lo
we

st
 10

%
 o

f i
ts

 p
ee

r g
ro

up
.

As
se

ts
 

M
an

ag
ed

 in
 

Pr
od

uc
t

W
he

n 
se

le
ct

in
g 

a 
pa

ss
ive

 in
ve

st
m

en
t, 

th
e 

as
se

ts
 m

an
ag

ed
 in

 th
at

 p
ro

du
ct

 h
av

e 
an

 e
ffe

ct
 o

n 
tra

di
ng

 c
os

ts
. S

in
ce

 p
as

siv
e 

in
ve

st
m

en
ts

 te
nd

 to
 h

av
e 

a 
fa

r g
re

at
er

 n
um

be
r o

f h
ol

di
ng

s a
nd

 
tra

di
ng

 c
os

ts
 c

an
 h

ur
t r

et
ur

ns
 a

n 
in

ve
st

m
en

t w
ith

 m
or

e 
as

se
ts

 a
re

 b
et

te
r a

bl
e 

to
 e

ffi
cie

nt
ly 

tra
de

 
se

cu
rit

ie
s 

w
ith

ou
t s

ig
ni

fic
an

tly
 h

ur
tin

g 
pe

rfo
rm

an
ce

. T
o 

pa
ss

, a
 fu

nd
 m

us
t h

av
e 

at
 le

as
t 5

00
 m

illi
on

 
do

lla
rs

 m
an

ag
ed

 w
ith

in
 th

at
 p

ro
du

ct
.
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t R
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9/
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8

AL
PH

A

M
ea

su
re

s 
ris

k-
ad

ju
st

ed
 p

er
fo

rm
an

ce
, f

ac
to

rin
g 

in
 th

e 
ris

k 
du

e 
to

 th
e 

sp
ec

ifi
c 

m
an

ag
er

 ra
th

er
 th

an
 th

e 
ov

er
al

l m
ar

ke
t. 

A 
hi

gh
 v

al
ue

 fo
r a

lp
ha

 im
pl

ie
s 

th
at

 th
e 

m
an

ag
er

ha
s 

pe
r f

or
m

ed
 b

et
t e

r t
ha

n 
w

ou
ld

 h
av

e 
be

en
 e

xp
ec

te
d,

 g
iv

en
 it

s 
be

ta
 (v

ol
at

ili
ty

). 
In

 c
on

tr
as

t, 
a 

ne
ga

tiv
e 

al
ph

a 
in

di
ca

te
s 

th
e 

m
an

ag
er

 h
as

 u
nd

er
 p

er
fo

rm
ed

, g
iv

en
 th

e
ex

pe
ct

at
io

ns
 e

st
ab

lis
he

d 
by

 b
et

a.

W
H

Y 
IT

'S
 IM

PO
RT

AN
T

Al
ph

a 
ca

n 
be

 u
se

d 
to

 d
ire

ct
ly

 m
ea

su
re

 th
e 

va
lu

e 
ad

de
d 

or
 s

ub
tr

ac
te

d 
by

 a
 m

an
ag

er
. A

lp
ha

 d
ep

en
ds

 o
n 

tw
o 

fa
ct

or
s: 

(1
) t

he
 a

ss
um

pt
io

n 
th

at
 m

ar
ke

t r
is

k,
 a

s 
m

ea
su

re
d

by
 b

et
a,

 is
 th

e 
on

ly
 ri

sk
 m

ea
su

r e
 n

ec
es

sa
ry

, a
nd

 (2
) t

he
 s

tr
en

gt
h 

of
 th

e 
lin

ea
r r

el
at

io
ns

hi
p 

be
tw

ee
n 

th
e 

m
an

ag
er

 a
nd

 th
e 

in
de

x,
 a

s 
it 

ha
s 

be
en

 m
ea

su
re

d 
by

 R
-

Sq
ua

re
d.

 In
 a

dd
iti

on
, a

 n
eg

at
iv

e 
al

ph
a 

ca
n 

so
m

et
im

es
 re

su
lt 

fro
m

 th
e 

ad
di

tio
na

l e
xp

en
se

s 
th

at
 a

re
 p

re
se

nt
 in

 a
 m

an
ag

er
's 

re
tu

rn
s 

as
 c

om
pa

re
d 

to
 th

e 
be

nc
hm

ar
k

in
de

x.

BE
TA

Sh
ow

s 
th

e 
vo

la
til

ity
 o

f a
 m

an
ag

er
 a

s 
co

m
pa

re
d 

to
 th

e 
vo

la
til

ity
 o

f t
he

 b
en

ch
m

ar
k;

 s
pe

ci
fic

al
ly

, t
he

 p
er

fo
rm

an
ce

 th
e 

fu
nd

, o
r p

or
tf

ol
io

 h
as

 e
xp

er
ie

nc
ed

 in
 a

 g
iv

en
pe

rio
d 

o f
 ti

m
e 

as
 th

e 
in

de
x 

m
ov

ed
 1

%
 u

p 
or

 d
ow

n.
 A

 b
et

a 
ab

ov
e 

1 
is

 m
or

e 
vo

la
til

e 
th

an
 th

e 
in

de
x,

 w
hi

le
 a

 b
et

a 
be

lo
w

 1
 is

 le
ss

 v
ol

at
ile

.

W
H

Y 
IT

'S
 IM

PO
RT

AN
T

Be
ta

 c
an

 b
e 

us
ed

 to
 s

ho
w

 h
ow

 s
en

si
tiv

e 
a 

m
an

ag
er

 is
 to

 m
ov

em
en

ts
 in

 th
e 

m
ar

ke
ts

. I
t i

s 
im

po
rt

an
t t

o 
no

te
 th

at
 a

 lo
w

 b
et

a 
fo

r a
 m

an
ag

er
 d

oe
s 

no
t n

ec
es

sa
ril

y 
im

pl
y

th
at

 th
e 

m
an

ag
er

 h
as

 a
 lo

w
 le

ve
l o

f v
ol

at
ili

ty
. A

 lo
w

 b
et

a 
si

gn
ifi

es
 o

nl
y 

th
at

 th
e 

m
an

ag
er

's 
m

ar
ke

t-
re

la
te

d 
ris

k 
is

 lo
w

. (
St

an
da

rd
 d

ev
ia

tio
n 

is
 a

 m
ea

su
re

 o
f a

 fu
nd

's
ab

so
lu

te
 v

ol
at

ili
ty

.) 
R-

Sq
ua

re
d 

is
 a

 n
ec

es
sa

ry
 s

ta
tis

tic
 to

 fa
ct

or
 in

to
 th

e 
eq

ua
tio

n 
be

ca
us

e 
it 

re
fle

ct
s 

th
e 

pe
rc

en
ta

ge
 o

f a
 m

an
ag

er
's 

m
ov

em
en

ts
 th

at
 a

re
 e

xp
la

in
ed

 b
y

m
ov

em
en

ts
 in

 it
s 

be
nc

hm
ar

k 
in

de
x,

 a
nd

 th
us

 w
he

th
er

 it
 is

 a
n 

ap
pr

op
ria

te
 b

en
ch

m
ar

k.

ST
AN

D
AR

D
 D

EV
IA

TI
O

N

Th
e 

st
at

is
tic

al
 m

ea
su

re
m

en
t o

f d
is

pe
rs

io
n 

of
 re

tu
rn

s 
sp

re
ad

 a
ro

un
d 

th
ei

r h
is

to
ric

al
 a

ve
ra

ge
, o

r i
n 

ot
he

r w
or

ds
, h

ow
 w

id
el

y 
a 

fu
nd

's 
or

 p
or

tf
ol

io
's 

re
tu

rn
s 

va
rie

d 
ov

er
 a

ce
r t

ai
n 

pe
rio

d 
or

 ti
m

e.

W
H

Y 
IT

'S
 IM

PO
RT

AN
T

In
ve

st
or

s 
us

e 
th

e 
st

an
da

rd
 d

ev
ia

tio
n 

of
 h

is
to

ric
al

 p
er

fo
rm

an
ce

 to
 tr

y 
to

 p
re

di
ct

 th
e 

ra
ng

e 
of

 re
tu

rn
s 

th
at

 a
re

 m
os

t l
ik

el
y 

fo
r a

 g
iv

en
 in

ve
st

m
en

t. 
W

he
n 

a 
fu

nd
 o

r
po

rt
fo

lio
 h

as
 a

 h
ig

h 
st

an
da

rd
 d

ev
ia

tio
n,

 th
e 

pr
ed

ic
te

d 
ra

ng
e 

of
 p

er
fo

rm
an

ce
 is

 w
id

e,
 im

pl
yi

ng
 g

re
at

er
 v

ol
at

ili
ty

.

SH
AR

PE
 R

AT
IO

A 
ris

k-
ad

ju
st

ed
 m

ea
su

re
 d

ev
el

op
ed

 b
y 

W
ill

ia
m

 F
. S

ha
rp

e,
 c

al
cu

la
te

d 
us

in
g 

st
an

da
rd

 d
ev

ia
tio

n 
an

d 
ex

ce
ss

 re
tu

rn
 to

 d
et

er
m

in
e 

re
w

ar
d 

pe
r u

ni
t o

f r
is

k 
-t

he
 h

ig
he

r t
he

Sh
ar

pe
 ra

tio
, t

he
 b

et
t e

r t
he

 m
an

ag
er

's 
hi

st
or

ic
al

 ri
sk

-a
dj

us
te

d 
pe

rf
or

m
an

ce
.

W
H

Y 
IT

'S
 IM

PO
RT

AN
T

Sh
ar

pe
 ra

tio
 is

 a
 m

ea
su

re
 o

f i
nv

es
tm

en
t e

ffi
ci

en
cy

 e
xp

re
ss

ed
 a

s 
th

e 
am

ou
nt

 o
f r

et
ur

n 
ea

rn
ed

 p
er

 u
ni

t o
f a

ss
oc

ia
te

d 
ris

k.
 It

 c
an

 b
e 

us
ed

 to
 c

om
pa

re
 tw

o 
m

an
ag

er
s

di
re

ct
ly

 o
n 

ho
w

 m
uc

h 
ex

ce
ss

 r e
tu

rn
 e

ac
h 

m
an

ag
er

 a
ch

ie
ve

d 
fo

r a
 c

er
ta

in
 le

ve
l o

f r
is

k.
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IN
FO

RM
AT

IO
N

 R
AT

IO

Is
 d

et
er

m
in

ed
 b

y 
ta

ki
ng

 th
e 

an
nu

al
iz

ed
 e

xc
es

s 
re

tu
rn

 o
ve

r a
 b

en
ch

m
ar

k 
an

d 
di

vi
di

ng
 it

 b
y 

th
e 

st
an

da
rd

 d
ev

ia
tio

n 
of

 e
xc

es
s 

re
tu

rn
 (t

ra
ck

in
g 

er
ro

r).
 T

hi
s 

m
ea

su
re

r e
la

te
s 

th
e 

m
ag

ni
tu

de
 a

nd
 c

on
si

st
en

cy
 w

ith
 w

hi
ch

 a
n 

in
ve

st
m

en
t o

ut
pe

rf
or

m
ed

 it
s 

be
nc

hm
ar

k.
 T

he
 h

ig
he

r t
he

 in
fo

rm
at

io
n 

ra
tio

, t
he

 b
et

te
r.

W
H

Y 
IT

'S
 IM

PO
RT

AN
T

Th
e 

in
fo

rm
at

io
n 

ra
tio

 is
 a

 ri
sk

-a
dj

us
te

d 
m

ea
su

re
, w

hi
ch

 c
ap

tu
re

s 
ex

ce
ss

 o
r a

ct
iv

e 
re

tu
rn

s 
an

d 
re

la
te

s 
th

em
 to

 e
xc

es
s 

or
 a

ct
iv

e 
ris

k.
 T

he
 in

fo
rm

at
io

n 
ra

tio
 is

 u
se

d 
as

 a
w

ay
 t o

 c
om

pa
r e

 m
or

e-
an

d 
le

ss
-a

gg
re

ss
iv

e 
m

an
ag

er
s 

at
 th

e 
sa

m
e 

tim
e.

 A
 c

on
ve

ni
en

t w
ay

 to
 th

in
k 

of
 th

e 
in

fo
rm

at
io

n 
ra

tio
 is

 a
 m

ea
su

re
 o

f h
ow

 w
el

l o
ne

 w
as

re
w

ar
de

d 
fo

r e
ac

h 
in

cr
em

en
ta

l "
un

it"
 o

f r
is

k.
 T

he
 in

fo
rm

at
io

n 
ra

tio
 c

an
 b

e 
a 

ve
ry

 v
al

ua
bl

e 
to

ol
 in

 e
va

lu
at

in
g 

a 
m

an
ag

er
's 

ab
ili
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 to

 a
dd

 in
cr

em
en

ta
l v

al
ue

 re
la

tiv
e 

to
in

cr
em

en
ta

l r
is

k.
 T

hi
s 

to
ol

 is
 o

nl
y 

va
lu

ab
le

, h
ow

ev
er

, w
he

n 
th

e 
be

nc
hm

ar
k 

is
 c
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ef

ul
ly

 c
ho

se
n 

an
d 
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pr

op
ria
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