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As traditional investment consulting became less lucrative over the years, many consultants began 
adding outsourced CIO (OCIO) services to their offerings, taking on management of clients’ money on a 
discretionary basis — typically, for a higher fee. 

But now, a lawsuit alleges that a traditional consultant breached its fiduciary duty by also 
recommending its own discretionary services for that same client. 

Robert Carlisle, on behalf of the long-financially-plagued New York State Teamsters Conference Pension 
and Retirement Fund (NYST) and other plan participants, alleges that Meketa Investment Group 
breached its fiduciary duty and “exploited a material conflict of interest at the expense of the plan,” 
when it began providing discretionary investment management of the fund’s alternatives sleeve on top 
of serving as the pension’s general non-discretionary investment consultant. 

“Meketa had a clear conflict of interest in advising the trustees concerning a high-risk, high-cost asset 
allocation to chase the grossly excessive 8.5% ‘actuarial return target,’ while also serving as the 
alternatives asset manager for compensation in addition to the management fees charged by the 
managed investments,” the complaint alleges. 

Further, Meketa, “by using its position as the plan’s nondiscretionary investment consultant to 
recommend itself to the plan as private markets asset manager at a substantially greater fee,… exploited 
its fiduciary position at the unfair expense of the plan,” the plaintiff alleges in the complaint. 

Plan fees paid to Meketa “soared from $250,000 to $1.4 million annually,” the complaint states. The 
plaintiff claims the pension had to hire a firm, Fiduciary Counselors, to monitor Meketa as an investment 
manager for the pension’s private markets portfolio because of the conflicts created by the dual 
assignment, creating an additional expense of $180,000 annually, according to the complaint. 

The complaint was filed in the district court for the Southern District of New York last Wednesday. 
Meketa sent a notice of the legal matter to clients on Friday, which was seen by FundFire. The 
consultant writes that “the claims are without merit” and that it intends to seek a motion to dismiss. 

“We are proud of the services we have provided to NYST,” the notice states. 

A spokesperson for Meketa repeated that the claims are without merit. 

Other defendants named in the complaint are Horizon Actuarial Services, as well as NYST’s board and 
several former and current trustees. 



NYST did not respond to a request for comment by publication deadline. Horizon Actuarial Services 
declined to comment. 

Meketa has been serving as the fund’s investment consultant since 2006, according to a 2016 
presentation from the plan. 

The complaint also accuses defendants of breaching their fiduciary duties under the Employee 
Retirement Income Security Act of 1974 (ERISA) by having “imprudently deployed and maintained the 
plan’s assets in an extraordinary high-risk, high-cost investment and funding strategy” to chase the 8.5% 
actuarial return target. 

Plan fiduciaries allegedly tried to meet the return target by allocating heavily to private equity and 
emerging market equities. Between 2014 and 2020, more than 50% of the plan’s assets were in 
emerging markets equities, private equity, hedge funds, infrastructure and natural resources, according 
to the complaint. As of June 30 this year, private equity and emerging markets equities alone made up 
more than 35% of the plan’s overall investments, the complaint states. 

NYST has long been plagued by financial difficulties. Between 2010 and 2017, despite several plan 
rehabilitation efforts, its funded status dropped from 63% to 45%, prompting the pension to notify plan 
participants that it was now classified as “critical and declining” under the Multiemployer Pension 
Reform Act (MPRA) in 2016, according to the complaint. This status is given to plans that are projected 
to become insolvent. 

The plan has since been approved to reduce benefits to participants in order to improve its funded 
status. As of January 2020, the plan was 56.1% funded, with $1.3 billion in investable assets at the end 
of 2019, according to a fall 2020 newsletter from the pension. For the plan years 2018, 2019 and 2020, 
the plan was considered to be “critical” but not “critical and declining" status, according to a 2020 notice 
by the pension, which also stated that the plan is no longer expected to go insolvent. 

The plan’s investment return for the year 2019 was 12.6%, according to its fall 2020 newsletter. The 
pension’s three-year annualized return was 10.2%, net-of-fees. 

The allegations in the complaint are “quite a stretch,” says John Ryan, partner in law firm Seward & 
Kissel’s employee benefits group, who is not involved in with case. The $180,000 paid annually for 
conflict-of-interest monitoring is likely less than what the plan sponsors would have paid to hire a 
separate firm for discretionary management of its alternatives sleeve instead of sticking with its existing 
consultant, Meketa, he adds. 

“You have a conflict, so you hire a consultant to make sure you’re not abusing that discretion. If that 
consultant is charging $470,000 a year, that’s a lot of money just to double check,” Ryan says. He added 
that the sum NYST paid was “a lot more reasonable.” 

“Other than the fact that they’re cutting benefits, I’m not sure why you’d think this [lawsuit] would have 
any legs,” Ryan notes. 

Robert Kriner of Chimicles Schwartz Kriner & Donaldson-Smith, one of the legal counsels on the case, did 
not respond to questions by publication deadline. Leslie Blau, of law firm Blau & Malmfeldt, who filed 
the complaint on behalf of Carlisle, deferred to Kriner when reached. 
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