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Arizona PSPRS 
reserve pools 
speed decisions 
on co-investing
By Preeti Singh
•	 Arizona PSPRS reserves co-invest allocations
•	 Preapproved by board; enables staff to move quickly
•	 Helps manage risk and manage fee load

The battle is on for co-investment 
opportunities and limited partners are 
finding innovative ways to gain an edge.

A r izona P ublic S afe t y Personnel 
Retirement System’s strategy centers on 
reserving co-investment allocations when 
making fund commitments, according 
to  Mark Steed, deputy chief investment 
officer and chief of staff for the Arizona 
pension fund.

The reserves, preapproved by the 
board, let the investment staff act quickly 
on opportunities. “We don’t have to wait 
for the next board meeting to [make]  a 
decision on attractive co-investment 
opportunities,” Steed said.  “The reserve 
allocation gives us the ability to manage 
risk, leverage the fee load and manage 
our asset allocation in the portfolio."

Arizona  PSPRS tends to reserve half 
the size of its commitment for co-invest-
ments. Most recently it reserved $20 mil-
lion when committing $40 million to 
Trustbridge Partners VI LP Fund.

The pension fund used the same 
approach earlier in the year, committing 
$30 million and reserving a $15 million 

co-investment allocation to Patria Invest-
ments’ Private Equity Fund VI Feeder LP.

Previously it reserved $30 million for 
co-investments while committing $60 
million to  Charlesbank Capital Part-
ners’  Fund IX.    It reserved $20 million 
for co-investments while committing $40 
million to KKR’s   third Asian fund.

The $1.2 billion private equity port-
folio accounted for  about 13 percent of 
the $9.6 billion Arizona Public Safety 
pension  fund for the period ended Dec. 
31, 2017. It generated the highest returns 

among all asset classes, returning 14.75 
percent over three years and 16.63 per-
cent over five years.

The pension fund invests in lower-
middle-market funds between $500 mil-
lion and $4 billion. Buyouts comprise 80 
percent of the investments, and growth 
equity and venture capital share the 
remaining 20 percent, Steed said. The 
portfolio is U.S.-focused, but the pension 
fund has recently added investments in 
China, Vietnam, Singapore and Australia.

Arizona Public Safety has a core group 
of about 30 managers who manage 50 
funds in its PE portfolio, so most of the 
commitments are re-ups, Steed said. “As 
the funds become bigger, they graduate 
out of our system, making place for new 
relationships."

A recent new relationship is Light 
Bay Capital, the  PE firm co-founded by 
Nav Rahemtulla and Adam Stein,  both 
of whom were original members of the 
private equity team at Ares Manage-
ment.  Arizona Public Safety commit-
ted $30 million  to the debut fund and 
reserved $10 million for co-investments.

The private equity portfolio reflects 
the philosophy of a pension fund that 
manages benefits for nearly 59,000 mem-
bers and 250 employer groups through 
the state, Steed said. “It helps us earn a 
premium on our investment while help-
ing us manage our risk," he said.

Mark Steed, deputy chief investment officer and 
chief of staff, Arizona Public Safety Personnel 
Retirement System.  Photo courtesy of the system.
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Recent LP Commitments
Limited Partner Fund Name Fund Strategy Amount 

Committed
Fund Target/ 
Size

Insight

Arkansas Teacher 
Retirement System

SK Capital Partners 
V

Acquisitions/Buyouts $30 million $1.4 billion SK Capital Fund V is targeting investments in specialty-chemical and 
pharmaceutical companies.

WNG Capital 
Fund II

Acquisitions/Buyouts $30 million WNG Capital is a Dallas- and Dublin-based specialist in acquiring and 
leasing commercial aircraft.

New York State Common 
Retirement Fund

Siris Partners IV Acquisitions/Buyouts $200 million $3 billion Siris specializes in acquiring mid-market technology companies based 
in North America.

Oregon Investment 
Council

TPG Capital VIII Acquisitions/Buyouts $400 million $12 billion TPG will use Fund VIII to acquire upper-mid-market North American 
businesses that could benefit from strategic or operational adjustments.

TPG Healthcare 
Sidecar

Acquisitions/Buyouts $100 million $2.5 billion The sidecare is TPG’s first separate fund raised specifically for healthcare 
investments and will invest alongside the main fund, rather than make 
separate investments.

San Francisco 
Employees’ Retirement 
System

BGH Capital Fund I Private Debt $50 million A$2.6 billion 
($2 billion)

BGH invests in mid-market companies based in Australia and New 
Zealand across a wide range of strategies.
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