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TOBACCO SETTLEMENT PERMANENT TRUST ACCOUNT INVESTMENT  
ADVISORY COMMITTEE 

Friday, March 26, 2021 
Minutes 

 
 
The Tobacco Settlement Permanent Trust Account Investment Advisory Committee (the “Committee”) 
conducted a virtual Teams meeting on Friday, March 26, 2021, at 10:00 a.m. 
 
Committee Members Present 

Stuart Ford, Chairman; Commissioner Rick Bailey; Commissioner Mark Beauchamp; Mr. Stephen 
Bowerman; Judge Bill Gravell; Mr. Fred Greene; Mr. Noe Hinojosa; Mr. Reed Hurley; and Mr. Ted 
Matthews. 

 
Committee Members Absent 

Judge James Teal and Judge Ben Zeller. 
 
Texas Treasury Safekeeping Trust Company (“Trust Company”) Participants and Facilitators 

Mike Reissig, Chief Executive Officer; Ruchit Shah, Chief Investment Officer; Genoveva Minjares, Chief 
Financial Officer; Whitney Blanton, General Counsel; Nora Arredondo, Program Specialist; and Shantel 
Geeslin, Program Specialist. 
 
Additional Participants Present 

Mr. Joel Perez and Mr. Heath Jackson, RSM & Co., LLP; and Alex Nixon, Asset Consulting Group 
(“ACG”). 
 
Call to Order 

Chairman Stuart Ford called roll and declared that a quorum was present. The meeting was called to order at 
10:00 a.m.  

 
Approval of Minutes (Tab 1) 

Chairman Ford called for a motion to accept the minutes from the October 30, 2020 meeting. 

Mr. Ted Matthews noted one correction to the minutes behind Tab 5, Discussion of Annual Distribution. 
The reported total distribution should be approximately $1.1 billion not approximately $1.1 million as 
written in the minutes. A motion to approve the revised October 30, 2020 meeting minutes was made by 
Mr. Fred Greene. The motion was seconded by Commissioner Rick Bailey and unanimously approved by 
the Committee. 

 
Presentation of Annual Audit (Handout) 

Mr. Joel Perez and Mr. Heath Jackson reviewed the annual audit report by RSM & Co. Mr. Perez reported 
that RSM & Co. issued an unqualified audit opinion with respect to the Tobacco Settlement Permanent Trust 
Account (“Account”) for the year ending December 31, 2020. Mr. Perez affirmed that the account had been 
managed in compliance with the Investment Policy and the Distribution Policy. Mr. Perez reviewed the 
distribution calculation process as described in the distribution attestation report. He explained that the audit 
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attests to the calculation process, not the decided distribution amount since it has yet to be determined.  
Mr. Perez continued with an overview of the basic financial statements. Mr. Heath Jackson reported no audit 
adjustments were recorded during the audit engagement, nor was a management letter issued. 

Mr. Hinojosa made a suggestion to Trust Company staff that they review the distribution presentation 
documents and add a line to clarify the differences between the net asset values used on the Annual 
Distribution Calculation presentation versus the year-end audited financial statements. 
 
Capital Markets Overview and Investment Performance Review for the Quarter ending December 
31, 2020 and Related Matters (Tab 2) 

Mr. Alex Nixon of ACG discussed several key themes that drive investment returns over the intermediate 
term such as global growth dynamics, the challenging yield environment, conflicting inflationary signals and 
longer-term expectations. He reported that on the global front, the global pandemic essentially brought the 
economy to a halt. The U.S. experienced the worst quarter of Gross Domestic Product (“GDP”) in recorded 
history in the second quarter of 2020, annualized at -32.9% in that one quarter and unemployment rose from 
multi-decade lows to record highs. Markets sold off at record speed, over the course of 32 days in February 
and March, the S&P 500 fell 34%. The Federal Reserve (the “Fed”) reacted and cut interest rates to zero and 
the federal government introduced stimulus programs. From the March low in 2020, the S&P rallied 68% to 
end the year. Mr. Nixon explained from a capital markets perspective, 2020 proved to be a strong absolute 
positive return year, which was unpredictable and speaks to why the portfolio remains diversified and doesn’t 
make drastic investments. The path of the Corona virus remains key to economic market activity. As 
vaccination rates continue to rise, restrictions are relaxing, and economies are slowly improving. Fiscal 
stimulus continues to pour into the U.S. economy. The most recent $1.9 trillion bill was signed into law 
recently and talk of potentially another large bill looms, adding additional fuel to economic recovery. The 
Fed upgraded its view on global growth and expects real GDP to rise by 6.5% by year-end of 2021. They also 
expect unemployment to fall to 4.5% by the fourth quarter, it’s currently hovering 6.2%. Mr. Nixon discussed 
inflation and explained that the Fed target rate is 2%. ACG expects to see larger inflation numbers in the 
second quarter and into the second half of the year, but possibly not of a sustained nature where inflation 
would rise about 3% or 4% on a going forward or sustained basis. He reviewed ACG’s Capital Markets 
assumptions and explained that in this muted interest rate environment, finding ways to potentially deliver 
incremental returns without drastically altering the risk profile of the portfolio remains challenging and 
achieving objectives of 5.5 -6.0% returns are more difficult. He noted the advantage of the illiquidity premium 
and growing opportunity in the private equity asset class. An increase to the target allocation was made last 
Fall in the private equity sector. ACG and the Trust Company remain committed to a diversified portfolio. 
ACG believes that overall, in the near-term outlook, the economy is in recovery mode and the second half of 
the year is expected to be particularly strong for both domestic and global economies. 
 
Discussion and Approval of Annual Trust Distribution (Tab 3) 

Mr. Ruchit Shah reviewed the corpus versus market value of the Trust. He reported that 1) the market value 
was approximately $2.846 billion, up from $2.729 billion this time last year, 2) that as of December 31, 2020, 
the inflation-adjusted corpus was approximately $2.501 billion, 3) the Trust corpus was approximately  
$1.683 billion, 4) total earnings were approximately $1.163 billion and 5) total distributions since inception 
have totaled approximately $1.104 billion. To summarize, the portfolio began with approximately  
$1.683 billion, has distributed over $1 billion, and currently has a market value of approximately  
$2.85 billion. He reminded the Committee that the calculation is based on 3% of the 20-quarter moving 
average value of the Trust ending December 31, 2021. Mr. Shah stated it was a 2.4% growth in distribution 
which in this case is in excess of the rate of inflation. 
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Mr. Ford stated that the recommended distribution amount is therefore $75,630,577 and called for a motion. 

Mr. Noe Hinojosa made a motion to approve the distribution of $75,630,577 to the beneficiaries of the 
Tobacco Settlement Permanent Trust Account. The motion was seconded by Commissioner Mark 
Beauchamp and unanimously approved by the Committee. 

Mr. Hinojosa asked the Trust Company and the Committee if it was possible to dedicate funds from the 
Tobacco Endowment to a separate fund that would allow the beneficiaries of the Tobacco Trust to obtain 
loans. The Committee discussed further, and Mr. Shah deferred to General Counsel for further review. 

 
Tobacco Endowment Portfolio Update and Related Matters (Tab 4) 

Mr. Shah explained that it was important that the Tobacco Endowment was able to meet liquidity demands 
without incurring any substantial loss and also important to stay fully invested. The portfolio should also be 
sufficiently opportunistic. Mr. Shah reported that he and the portfolio managers at the Trust Company along 
with ACG are aggressively monitoring the portfolio. He stated that remaining focused on the long-term 
discipline and investment plan and adhering to the investment policy should provide the highest probability 
of achieving long-term goals and objectives within the portfolio. 

Mr. Shah presented an overview of the Endowment portfolio as of December 31, 2020 and reported that it 
was in compliance with the asset allocation and investment policies. He reviewed actual versus target 
allocations for the asset classes within the portfolio. He reported that the real assets sector was materially 
overweight which was mainly due to a policy change that went from 20% to 15%. The asset allocation will 
gradually adjust to reflect the change in policy. Mr. Shah reminded the Committee the Tobacco Endowment 
value as of the end of 2020 was approximately $2.846 billion after distributions of approximately  
$1.104 billion. He discussed the liquidity of the portfolio and noted that having 60% of the portfolio be liquid 
inside of two years may not be necessary. That percentage may be moved to 50% or 55% which would 
provide a bit more flexibility. This change will be discussed and taken under consideration with the 
Comptroller Investment Advisory Board and ACG. He emphasized that the portfolio is very liquid and is 
more than liquid enough to meet all the various obligations. 

Mr. Brad Davis presented an overview of the fixed income asset class within the portfolio. The fixed income 
sector is comprised of global fixed income, alternative fixed income, private debt, and cash and overlay offset. 
He believes there is good diversification within this asset class. He stated that keeping up with inflation will 
be difficult, but the portfolio is prepared for higher inflationary rates. 

Mr. Shah reviewed the equity summary. He explained that this asset class performed well on an absolute and 
benchmark relative basis. One of the best performing managers was a healthcare focused opportunistic 
strategy which took advantage of dislocations in the market. Hedged equity was up approximately 20% and 
not only protected the portfolio in a down market, it also captured more than its fair share in the up market. 
Private equity strategies were the best performing component of the equity portfolio over the three and five-
year periods. 

Mr. Shah reviewed the real estate portion of the portfolio. Real estate’s overall performance remained positive 
and slightly outperformed the blended benchmark. He emphasized that the Trust Company continues to 
search for new opportunities within real estate. The portfolio is positioned in sectors that are performing well 
through the pandemic crisis; less exposure to retail, hospitality and more exposure to industrial and 
multifamily. 

Mr. Chad Turner reviewed the Value at Risk (“VaR”) analysis. He reported that as of December 31, 2020, 
the VaR was 3.9% and slightly higher than the policy VaR of 3.5%. The portfolio risk measured in the long-
term basis is a bit riskier than the policy portfolio but quite a bit less risky than the traditional 65/35 portfolio. 
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Mr. Shah reviewed the performance table and noted that the portfolio was up 7.7% through end of year. In 
January the portfolio was up 0.70%, and 2.50% in February. 
 
Discussion of Next Meeting and Agenda Items 

The next meeting will be scheduled for some time in late October, possibly Friday, October 29, 2021. Ms. 
Arredondo will contact Committee members to confirm a date.  
 
Public Comment 

No public comment. 
 
Adjourn 

Chairman Stuart Ford adjourned the meeting at 12:00 p.m. 
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