
 
 

  
An opportunity for the public to address the Board or Committee about any item on today’s agenda for which there has been no previous 
opportunity for public comment will be provided before or during consideration of the item. Members of the public who wish to speak on any 
item on today’s agenda are requested to complete a speaker card for each item they wish to address, and present the completed card(s) to 
the commission executive assistant. Speaker cards are available at the commission executive assistant’s desk.  
 
In compliance with Government Code Section 54957.5, non-exempt writings that are distributed to a majority or all of the Board or 
applicable Committee of the Board in advance of their meetings may be viewed at the office of the Los Angeles Fire and Police Pension 
System (LAFPP), located at 360 East 2nd Street, 4th Floor, Los Angeles, California 90012, or by clicking on LAFPP’s website at 
www.lafpp.com, or at the scheduled meeting. Non-exempt writings that are distributed to the Board or Committee at a scheduled meeting 
may be viewed at that meeting. In addition, if you would like a copy of any record related to an item on the agenda, please contact the 
commission executive assistant, at (213) 978-4555 or by e-mail at barbara.nobregas@lafpp.com. 
 
Sign language interpreters, communication access real-time transcription, assistive listening devices, or other auxiliary aids and/or services 
may be provided upon request. To ensure availability, you are advised to make your request at least 72 hours prior to the meeting you wish 
to attend. Due to difficulties in securing sign language interpreters, five or more business days notice is strongly recommended. For 
additional information, please contact the Department of Fire and Police Pensions, (213) 978-4545 voice or (213) 978-4455 TDD. 
 
A. COMMITTEE REPORTS 

 
1. CITY MANAGEMENT AUDIT RECOMMENDATION ASSIGNED TO THE AUDIT 

COMMITTEE AND POSSIBLE BOARD ACTION  
 
2. REVIEW OF STATUS UPDATE TO 2014 ANNUAL AUDIT PLAN AND FORECAST 

AND PROPOSED 2015 ANNUAL AUDIT PLAN AND FORECAST; AND POSSIBLE 
BOARD ACTION   

 
B. ITEMS FOR BOARD ACTION 
 

1. DISCUSSION OF FINALIST CANDIDATES FOR THE ENHANCED INDEX 
COMMODITY MANAGER SEARCH AND POSSIBLE BOARD ACTION 

 
2. DISCUSSION OF THE MANAGER WATCH LIST POLICY AND POSSIBLE BOARD 

ACTION 

 
AGENDA 

 
BOARD OF FIRE AND POLICE PENSION 

COMMISSIONERS 
 

February 5, 2015 
8:30 a.m.  

 
Los Angeles Times Building 

202 W. First Street, Suite 500 
Los Angeles, CA 90012 

 
Commissioner Diannitto will participate telephonically from 

4612 El Reposo Drive, Los Angeles, CA  90065 
 

http://www.lafpp.com/�
mailto:barbara.nobregas@lafpp.com�
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3. OPTIONS FOR THE DISPOSITION OF THE DEL REY PORTFOLIO AND POSSIBLE 

BOARD ACTION 
 

4. CONSIDERATION OF 2015-18 THREE YEAR STRATEGIC PLAN AND POSSIBLE 
BOARD ACTION 

 
C. REPORTS TO THE BOARD 
 

1. CITY ETHICS COMMISSION TRAINING  
 
2. STATUS OF THE DIRECT HIRE EMERGING MANAGER SEARCHES  
 
3. REVIEW OF 2015 PRIVATE EQUITY AND COMMODITIES INVESTMENT ACTIVITY 

BY PORTFOLIO ADVISORS, LLC 
 
4. Has any Board Member made any expenditure to influence State legislative or 

administrative action?   
 
5. Miscellaneous correspondence from money managers, consultants, etc. – Received 

and Filed.  
 
6. General Manager’s Report 
 

a. Benefits Actions approved by General Manager on January 15, 2015 
 
b. Other business relating to Department operations 
  

D. COMMITTEE CALENDAR 
 

1. Audit Committee – Last met: 01/15/15; next meeting: 04/16/15 
 
2. Benefits Committee – Last met: 12/18/14; next meeting: 03/05/15 
 
3. Governance Committee – Last met: 09/18/14; next meeting: 03/19/15 
 
4. Ad Hoc Emerging Investment Managers – Last met: 11/06/14; next meeting: 

03/05/15 
 
E. CONSENT ITEMS 
 
 1. Approval of Travel 
 

a. APPROVAL OF TRAVEL AUTHORITY (CADE) – OPAL FINANCIAL GROUP, 
REAL ESTATE INVESTORS SUMMIT 

 
b. APPROVAL OF TRAVEL AUTHORITY (CADE) – PREA, 2015 CEO LEADERSHIP 

FORUM AND SPRING CONFERENCE 
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2. Approval of Minutes 
 

a. Minutes of the Special Board Meeting of November 21, 2013 and September 18, 
2014 

 
3. Findings of Fact 
 
 a. Tina Y. Glenn – Tier 3  b.  Karen D. Lasley-Slider – Tier 3 
    

F.  CONSIDERATION OF FUTURE AGENDA ITEMS 
 
G. GENERAL PUBLIC COMMENT ON MATTERS WITHIN THE BOARD’S JURISDICTION 
 
H.  DISABILITY CASES 
 

Alternative 1 
 
Resigned Police Officer II Cale A. Semf.  Mr. Semf will be represented by Thomas J. 
Wicke, Esq. of Lewis, Marenstein, Wicke, Sherwin and Lee. 
 
Alternative 2 
 
Police Officer II Donald R. Ornelas.  Officer Ornelas will be represented by Michael 
Treger, Esq. of Straussner and Sherman. 

 
I. CLOSED SESSION ITEMS FOR POSSIBLE BOARD ACTION  

 
1. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54956.9(c) 

TO CONFER WITH, OR RECEIVE ADVICE FROM, LEGAL COUNSEL WITH 
REGARD TO POTENTIAL LEAD PLAINTIFF STATUS IN A CLASS ACTION 

 
2. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54956.81 TO 

CONSIDER THE PURCHASE OF THREE (3) PARTICULAR, SPECIFIC 
INVESTMENTS AND POSSIBLE BOARD ACTION 
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REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 
DATE: February 5, 2015 ITEM: A.1 
 
FROM: Audit Committee  
 Robert von Voigt, Chair 
 Corinne Tapia, Vice Chair 
 George Aliano 
 Cielo Castro (Absent) 
 
SUBJECT: CITY MANAGEMENT AUDIT RECOMMENDATION ASSIGNED TO THE AUDIT 

COMMITTEE AND POSSIBLE BOARD ACTION 
 

RECOMMENDATIONS 
 
That the Board: 
 

1. Review the proposed status of the remaining City Management Audit Recommendation 
assigned to the Audit Committee; and 
 

2. Approve the status of the HEK Recommendations as indicated on Attachment 1 and direct 
staff to report back to the Audit Committee within 120 days.  

 
BACKGROUND 
 
On March 12, 2014, the City Controller’s Office released the Hewitt EnnisKnupp (HEK) 
Management Audit Final Report of the Los Angeles Fire and Police Pension Fund (Audit).  On 
April 3, 2014, the Board assigned implementation of HEK’s recommendations to the Board, staff, 
or standing committees.  The Audit included a total of 55 recommendations, of which four were 
referred to the Audit Committee. 
 
On June 19, 2014, the Board approved the final status of three of the four Audit Committee 
recommendations. There is one remaining recommendation (HEK Recommendation No. 34) 
referred to the Audit Committee for its consideration.  
 
On January 15, 2015, the Audit Committee reviewed the proposed status for the remaining City 
Management Audit Recommendation assigned to the Audit Committee.         
 
DISCUSSION 
 
The recommendation, proposed status, and staff input for the remaining HEK recommendation 
are indicated below.   
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HEK Recommendation No. 34   
LAFPP Management should develop a comprehensive physical security plan for the new LAFPP 
office space.   
 
Status: In progress. 
 
Staff input: LAFPP continues to work with various consultants to incorporate a strong physical 
security plan at its new headquarters. The security plan will be reviewed and finalized along with 
the construction plans. Current considerations include: 

• Physical identification tags for employee access to the building 
• Security camera deployment for building access points, stairwells, and parking locations 

 
IAS will continue to provide periodic reports to the Audit Committee and the Board regarding the 
remaining HEK recommendation assigned to the Audit Committee.   
 
BUDGET 
 
There is no budget impact associated with this report.          
 
 
This report was prepared by:  
Erin J. Kenney  
Departmental Audit Manager  
Internal Audit Section 
 
RPC:EJK 
 
Attachment 
(1)  HEK Recommendation Status Log – Recommendations Assigned to Audit Committee 



HEK RECOMMENDATION STATUS LOG - RECOMMENDATIONS ASSIGNED TO AUDIT COMMITTEE

Status Legend:
1 = Completed
2 = In Progress
3 = Implement at Later Date
4 = Recommend No Action Page 1 of 1

Rec. 
No.

LAFPP 
Status HEK Recommendation

Page 
No.

Responsible 
Division Current Status as of 1-15-15

30 4 LAFPP Management should consolidate the paper-based 
member files into a centralized filing room within the new 
LAFPP office space. 

60 Admin Ops On June 19, 2014, the Board approved implementation as "Recommend No Action." LAFPP is not 
planning to consolidate on-site paper-based member files within the new LAFPP office space because the 
Department is currently converting paper-based member files into an electronic centralized filing system 
(2013-14 Strategic Plan – Document Imaging System Project).  In this system, each member has his/her 
own electronic folder where all files are stored. This reduces the need for paper-based documents and 
future storage requirements at the new office space, and increases efficiency in searching and retrieving 
documents while protecting members’ personal information.  See Recommendation No. 31 for more 
information regarding alternative implementation of a centralized filing system.

31 1 LAFPP Management should organize paper-based member 
files so they include all of a member's information, 
correspondence, and transactions with LAFPP.  

60 Admin Ops On June 19, 2014, the Board approved implementation as "Completed." LAFPP continues to organize 
paper-based member files in Documentum, our electronic document imaging system. All important 
member information, correspondence and transactions are being included. 

33 1 LAFPP Management should examine what additional 
measures could be adopted to enhance physical security in 
the current office space. 

66 Admin Ops On June 19, 2014, the Board approved implementation as "Completed." LAFPP examined several 
measures with the following results: 1) Key cards for the 4th Floor: management determined the cost of 
approximately $26,000 was not prudent based on the short-term occupancy of the current building. 2) 
Restrooms on the 4th and 6th Floors: LAFPP management had discussions to install keypad locks with 
the former property manager, but that was not completed prior to the recent sale of the current building. 3) 
Tenant improvements to the 6th Floor: LAFPP management considered security measures, but such 
measures would require substantial design and construction. Management efforts/resources directed to 
enhancing physical security at new office space for 2015 relocation.

34 2 LAFPP Management should develop a comprehensive 
physical security plan for the new LAFPP office space. 

66 Admin Ops LAFPP continues to work with various consultants to incorporate a strong physical security plan at its new 
headquarters. The security plan will be reviewed and finalized along with the construction plans. Current 
considerations include:
• Physical identification tags for employee access to the building
• Security camera deployment for building access points, stairwells, and parking locations

LAFPP Comments 
included in Mgmt 
Response
Staff will research the 
matter and bring a 
supported 
recommendation to 
the Board.

Agreed.  This will 
continue to be done 
on an ongoing basis 
in our document 
imaging system.
Agreed.  LAFPP will 
explore what 
additional measures 
can be taken and 
perform a cost benefit 
analysis of those 
additional measures.

Agreed.  Management 
is already 
incorporating a 
comprehensive 
security plan into the 
design of the new 
office building.

penz169
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REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 
DATE: FEBRUARY 5, 2015  ITEM:  A.2 
 
FROM: Audit Committee 
 Robert von Voigt, Chair 
 Corinne Tapia, Vice Chair 
 George Aliano 
 Cielo Castro (Absent) 
 
SUBJECT: REVIEW OF STATUS UPDATE TO 2014 ANNUAL AUDIT PLAN AND FORECAST 

AND PROPOSED 2015 ANNUAL AUDIT PLAN AND FORECAST; AND 
POSSIBLE BOARD ACTION 

 
RECOMMENDATION 
 
That the Board review and approve the status update to the 2014 Annual Audit Plan and Forecast 
(AAPF) and the proposed 2015 AAPF.  
 
BACKGROUND 
 
On January 15, 2015, the Audit Committee reviewed the status update to the 2014 AAPF and the 
proposed 2015 AAPF and made no changes to either the 2014 Annual Audit Plan and Forecast 
(AAPF) or the proposed 2015 AAPF as presented by Staff. 
 
Each year, Internal Audit Section (IAS) develops the Annual Audit Plan and Forecast (AAPF) to 
document the priorities of the internal audit activity as it relates to LAFPP’s mission and goals.  
The AAPF is derived from a formal risk assessment that includes input of management and the 
Board. The risk assessment is consistent with The International Standards for the Professional 
Practice of Internal Auditing (ISPPIA) that requires a risk-based, flexible annual audit plan.   
 
Historically, IAS has developed aggressive AAPFs that prioritize several projects for the current 
calendar year, and that identify several projects for future calendar years. This approach is 
intended to capture information from year to year, and to ensure risk assessment information is 
communicated to the Board, management, our members, and stakeholders.                
 
The AAPF is flexible to enable adjustments. Adjustments are made in response to changes in 
business, risk, operations, programs, systems, and controls in accordance with the ISPPIA. Due 
to the nature of IAS’ work, internal resources, and the aggressiveness of the plan, target dates 
may be adjusted.          
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DISCUSSION 
 
2014 AAPF Status Update  
 
On March 20, 2014, the Board approved the 2014 AAPF (Attachment 1). Twenty-seven projects 
were included, with thirteen projects either scheduled or to be considered for completion in 2014.  
The status of these projects is reflected in Attachment 2 and as follows: 
 
 

 No. 
Scheduled  

S   T   A   T   U   S 
Project Type Completed In 

Progress Pending Total 

Audit 4 1 2 1 4 

Monitoring 
Projects 5 4 0 1 5 

Follow up 
Projects 5 1 1 3 5 

Special 
Projects 2 2 0 0 2 

 16 8 3 5 16 
 
 
Projects that are not completed each year are reassessed for inclusion in the next year’s AAPF.   
 
Proposed 2015 AAPF 
 
The 2015 risk assessment developed the framework for the 2015 AAPF.  The risk assessment 
included surveys to Board members, executive management, supervisors, and staff; interviews 
with LAFPP personnel; applications of the Department’s proposed Mission and Vision 
Statements, and Business Plan Goals: consideration of City Controller interim and final audit 
findings and recommendations; consideration of management actions; and observations and 
analysis by IAS staff.  The analysis included categorizations of risks, evaluations of risk severity, 
and determinations regarding IAS’ actions to audit, monitor, or review.     
 
Based on these results, IAS derived a list of 14 audits, five monitoring projects, five follow up 
projects, and two special projects.  Two audits scheduled for calendar year 2014 [Subsidy 
Program Audits as related to 1) the Los Angeles Police Protective League (LAPPL); and, 2) the 
United Firefighters of Los Angeles City (UFLAC)] were rescheduled to calendar year 2015.  Both 
audits are in progress and are included in the Department’s 2014-15 Three-Year Business Plan.   
 
Risks associated with a Disability Pension Benefits Processes Audit were re-evaulated, and IAS  
proposes removing the audit from the 2015 AAPF.  In the 2014 City Management Final Audit, the 
City Controller evaluated LAFPP’s disability pension program administration that included review 
of written policies, procedures, checklists, practices, training, performance measures, and 
comparisons to best practices.  Additionally, management has taken actions that include reporting 
of disability pension benefits processing as a Mayor’s Metric, and internal research. IAS 
determined higher priority projects and will continue to include disability pension benefits 
processes for consideration in future risk assessments.  
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All work was prioritized based on risk and scheduled as indicated on the proposed 2015 Annual 
Audit Plan and Forecast (Attachment 3).    
 
Additionally, senior management is being provided with a series of management points.  These 
management points resulted from the risk assessment analysis.  Management points are being 
shared to highlight opportunities for improvements that 1) either are not addressed in the annual 
audit plan and forecast, or 2) can be addressed immediately by management.      
 
IAS will continue to conduct annual risk assessments as the basis for future calendar year audit 
plans.   
 
BUDGET 
 
There is no budget impact associated with this report.  
 
 
This report was prepared by:  
Erin J. Kenney  
Departmental Audit Manager 
Internal Audit Section 
 
RPC:EJK 
 
Attachments 
(1)  2014 Annual Audit Plan and Forecast 
(2)  2014 Annual Audit Plan and Forecast Status Update 
(3)  2015 Annual Audit Plan and Forecast 
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No. TYPE PRIORITY ASSESSMENT TARGET DATE

1-2 Public Pension 
Fund Audit

High: based on lack of controls, and moderate financial and non-financial 
impact

2 audits: Dec 
2014

Objective:  

3 Investments Moderate: based on moderate controls, heavy reliance on data for decision 
making, and high non-financial impact

Mar 2014

Objective: 

4 Public Pension 
Fund Audit

Moderate: based on moderate controls, materiality of potential losses, and high 
non-financial impact

Nov 2014

Objective: 

5 Public Pension 
Fund Audit 

Moderate: based on moderate controls, materiality of potential losses, and 
moderate impact on customer service and productivity

May 2015

Objective: 

6 Public Pension 
Fund Audit 

Moderate: based on moderate controls, materiality of potential losses, and 
moderate impact on customer service and productivity

Dec 2015

Objective: 

7 Public Pension 
Fund Audit

Moderate: based on moderate controls, potentially moderate financial and non-
financial impact

TBD

Objective: 

8 Investments Moderate: based on strong controls, potentially moderate financial and non-
financial impact

TBD

Objective: 

9 IT* Moderate: based on moderate controls and limited customer service delivery to 
members TBD

Objective: 

10 IT* Moderate: based on moderate controls, moderate financial and non-financial 
impact TBD

Objective: 

IT Audit of Employee Self Service Website

Determine whether controls regarding member self-service access are adequate and effective.

IT Notifications Audit

Determine whether FPP controls regarding notifications of security breaches meet Department standards.

Determine whether FPP monies are spent as intended to include review of eligibility, efficiency, effectiveness, and financial analysis

Audit of Investment Monitoring Processes

Determine whether FPP investment monitoring processes and reporting (by asset class as appropriate) are effective, efficient and meet Department 
standards and expectations. 

Disability Pension Benefits Processes Audit

Determine whether processes for awarding and monitoring of disability benefits are effective, efficient, and meet Department standards. 

Private Equity Data Reporting Audit 

Determine whether Private Equity data reporting processes are reliable regarding internal rates of return

Audit of Contributions Processes 

Audit of SICK/IOD Conversion Process

Determine whether Department controls for SICK/IOD conversions are effective, efficient, and meet Department standards. 

Audit of Tax-related Processes 

Determine whether tax-related processes are effective, efficient and meet Department standards. 

Determine whether Department controls regarding employee contributions, including lost service time contributions, are effective, efficient, and meet 
Department standards. 

2 0 1 4    A N N U A L    A U D I T    P L A N   A N D   F O R E C A S T
Los Angeles Fire & Police Pensions

            prepared by Internal Audit Section

AUDIT TITLE
Audits of FPP Subsidy Program re: each of the 
Associations - (2 audits: LAPPL, UFLAC) 

Attachment I
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No. TYPE PRIORITY ASSESSMENT TARGET DATE

2 0 1 4    A N N U A L    A U D I T    P L A N   A N D   F O R E C A S T
Los Angeles Fire & Police Pensions

            prepared by Internal Audit Section

AUDIT TITLE
11 IT* Moderate: based on moderate to strong controls and moderate to high 

financial and non-financial impact TBD
Objective: 

12 IT* Moderate: based on moderate controls, potentially moderate financial and non-
financial impact TBD

Objective: 

13 Business 
Continuity

Moderate: based on moderate controls and implementation of new policies and 
procedures.  IAS to actively monitor (see monitoring function page 1).

TBD
Objective: 

14 IT* Low: based on moderate controls, moderate materiality of financial and non-
financial impact, pending changes to policies and procedures  

TBD
Objective: 

15 Standard Low: based on moderate controls, low materiality of potential losses
TBD

Objective: 

Audit scheduled for calendar year 2014 (based on budgeted 3 full time equivalents).
* IT audits may be co-sourced or outsourced.

IAS MONITORING PROJECTS

No. TYPE RESPONSIBILITY / AUTHORITY TARGET DATE

M1-M4 Ethics Board policy Quarterly

M5 Business Continuity Management request Ongoing

IAS FOLLOW UP AND SPECIAL PROJECTS

No. TYPE RESPONSIBILITY / AUTHORITY TARGET DATE

F1 Public Pension Fund 
Audit

Auditing standards TBD

F2 Public Pension Fund 
Audit

Auditing standards TBD

F3 IT Auditing standards TBD

Follow up to Member Benefits Payments Process Audit

Follow up to Systems Access Audit

Physical Assets Verification Audit

Determine whether FPP documents its systems development.

Determine whether the operating systems manage the network efficiently.

Determine whether controls regarding physical asset management are adequate.

Audit of Business Continuity/Disaster 
Recovery Plan

IT Security Audit of Hard and Soft Data 
Transfers

Determine whether data transfers between FPP, Association, Buck and NT are secure.

IT Audit of Network Operating Systems

Assess the implementation of the Disaster Recovery/ Business Continuity plan. 

IT Audit of Documentation of Systems 
Development

MONITORING PROJECT TITLE

FOLLOW UP / SPECIAL PROJECT TITLE

Contractor Disclosure Policy: Quarterly reporting

Business Continuity/Disaster Recovery Plan

Follow up to Subsidy Program Audit - LAFRA

Attachment I
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No. TYPE PRIORITY ASSESSMENT TARGET DATE

2 0 1 4    A N N U A L    A U D I T    P L A N   A N D   F O R E C A S T
Los Angeles Fire & Police Pensions

            prepared by Internal Audit Section

AUDIT TITLE
F4 Standard Auditing standards June 2014

F5 Standard Management request TBD

SP1 Standard City Charter March 2014

SP2 Standard Strategic plan May 2014Peer Review

Follow up to Brown Armstrong External Audit

Sensitive Information Physical Security Review

City Management Audit (Final)

Attachment I



No. PROJECT TYPE STATUS

1-2 Audit
0 completed in 2014; 2 in progress (UFLAC 

and LAPPL)

3 Audit Completed

4 Audit

Pending removal from 2015 AAPF based on 
lowered risk associated with City 

Management Final Audit findings and 
management actions.

M1-4 Monitoring (M) Completed quarterly (4 total)

M5 Monitoring (M) Pending

F1 Follow up (F) In progress

F2 Follow up (F) Pending

F3 Follow up (F) Pending

F4 Follow up (F) Completed

F5 Follow up (F) Pending

SP1 Special Project (SP) Completed 

SP2 Special Project (SP) Completed

Follow up to Subsidy Program Audit - LAFRA

Follow up to Member Benefit Payments Process Audit

Follow up to Systems Access Audit

Peer Review

Follow up to Brown Armstrong External Audit

City Management Audit - Final Report

Sensitive Information Physical Security Review

Business Continuity/Disaster Recovery Plan

Audits of FPP Subsidy Program re: each of the Associations        - 
4 audits total - two completed (re: LAFRA and LAPRA) through 2013 

Disability Pension Benefits Processes Audit

Private Equity Data Reporting Audit

Contractor Disclosure Quarterly Reporting

2 0 1 4    A N N U A L    A U D I T    P L A N   A N D   F O R E C A S T    S T A T U S   U P D A T E
Los Angeles Fire & Police Pensions
prepared by Internal Audit Section

PROJECT



No. TYPE PRIORITY ASSESSMENT TARGET DATE

1-2 Public Pension 
Fund Audit

High: based on lack of controls, and moderate financial and non-financial 
impact

UFLAC: March 
2015

Objective: LAPPL: TBD 2015

3 Public Pension 
Fund Audit 

Moderate: based on moderate controls, materiality of potential losses, and 
moderate impact on customer service and productivity

September 2015

Objective: 

4 Public Pension 
Fund Audit 

Moderate: based on moderate controls, materiality of potential losses, and 
moderate impact on customer service and productivity

Dec 2015

Objective: 

5 Business 
Continuity

Moderate: based on moderate controls and implementation of new policies and 
procedures.  IAS to actively monitor (see monitoring function page 2).

2016

Objective: 

6 Investments Moderate: based on strong controls, potentially moderate financial and non-
financial impact

2016

Objective: 

7 IT* Moderate: based on moderate controls, moderate financial and non-financial 
impact

2016

Objective: 

8 Public Pension 
Fund Audit

Moderate: based on moderate controls, potentially moderate financial and non-
financial impact

TBD

Objective: 

9 - 12 Public Pension 
Fund Audit

Moderate: based on moderate controls and implementation of new policies and 
procedures.  

TBD

Objective: 

13 IT* Low: based on moderate controls, moderate materiality of financial and non-
financial impact, pending changes to policies and procedures  

TBD

Objective: 

Audit of Business Continuity/Disaster 
Recovery Plan

Determine whether FPP controls over network security are adequate, effective, and meet Department standards. 

Assess the implementation of the Disaster Recovery/ Business Continuity plan. 

IT Audit of Documentation of Systems 
Development

Subsidy Program Audits - 2nd round: LAFRA, 
LAPPL, LAPRA, UFLAC

Determine whether Subsidy Program is efficient, effective, and provides expected results. 

Audit of Tax-related Processes 

Determine whether tax-related processes are effective, efficient and meet Department standards. 

Determine whether FPP documents its systems development.

IT Audit of Network Security

Determine whether FPP monies are spent as intended to include review of eligibility, efficiency, effectiveness, and financial analysis

Audit of Investment Processes

Determine whether FPP investment processes are effective, efficient and meet Department standards and expectations. 

Audit of Contributions Processes 

Determine whether Department controls regarding employer and employee contributions, including lost service time contributions, are effective, efficient, 
and meet Department standards. 

Audit of SICK/IOD Conversion Process

Determine whether Department controls for SICK/IOD conversions are effective, efficient, and meet Department standards. 

P R O P O S E D   2 0 1 5    A N N U A L    A U D I T    P L A N   A N D   F O R E C A S T
Los Angeles Fire & Police Pensions

            prepared by Internal Audit Section

AUDIT TITLE
Audits of FPP Subsidy Program re: each of the 
Associations - (2 audits: LAPPL, UFLAC) 

Page 1



No. TYPE PRIORITY ASSESSMENT TARGET DATE

P R O P O S E D   2 0 1 5    A N N U A L    A U D I T    P L A N   A N D   F O R E C A S T
Los Angeles Fire & Police Pensions

            prepared by Internal Audit Section

AUDIT TITLE
14 Standard Low: based on moderate controls, low materiality of potential losses TBD

Objective: 

Audits scheduled for calendar year 2015 are based on budgeted 3 full time equivalents.
* IT audits may be co-sourced or outsourced.

IAS MONITORING PROJECTS

No. TYPE RESPONSIBILITY / AUTHORITY TARGET DATE

M1-M4 Ethics Board policy Quarterly

M5 Business Continuity Management request Ongoing

IAS FOLLOW UP AND SPECIAL PROJECTS

No. TYPE RESPONSIBILITY / AUTHORITY TARGET DATE

F1 Public Pension 
Fund Audit

Auditing standards March 2015

F2 Public Pension 
Fund Audit

Auditing standards April 2015

F3 Standard Management request September 2015

F4 Public Pension 
Fund Audit

Auditing standards TBD

F5 IT Auditing standards TBD

SP1 Standard Management request January 2015

SP2 Standard Management request March 2015

Coordination of the City Controller's Internal 
Control Certification Program
Sensitive Information Physical Security Review

Follow up to Subsidy Program Audit - LAPRA

Follow up to Member Benefits Payments Process 
Audit

Follow up to Systems Access Audit

Follow Up to City Management Audit/ HEK 
recommendations 

Determine whether controls regarding physical asset management are adequate.

Physical Assets Verification Audit

MONITORING PROJECT TITLE

FOLLOW UP / SPECIAL PROJECT TITLE

Contractor Disclosure Policy: Quarterly reporting

Business Continuity/Disaster Recovery Plan

Follow up to Subsidy Program Audit - LAFRA

Page 2



 

 
DEPARTMENT OF FIRE AND POLICE PENSIONS 

360 East Second Street, Suite 400 
Los Angeles, CA 90012 

(213) 978-4545 
 
 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS  
                    
DATE: FEBRUARY 5, 2015 ITEM:  B.2  
 
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 
 
SUBJECT: DISCUSSION OF THE MANAGER WATCH LIST POLICY AND POSSIBLE 

BOARD ACTION 
 

RECOMMENDATIONS 

That the Board approve: 

(1) Revising the Watch List Policy such that investment managers placed on watch are requested 
to present a review of their performance to the Board only if their watch status continues for a 
second consecutive year; and, 
 
(2) Reinstituting the former practice of having the Fund’s investment managers make informational 
presentations to the Board on a regular basis.    

 

BACKGROUND 

Recent Board discussions have focused on the Watch List Policy (the Policy), and whether it is 
effective as currently structured. Staff and the Board’s General Consultant, RVK, appear today to 
discuss the Policy and to answer Board questions. RVK’s memo is provided as Attachment I.  
 
The Policy, Section 8.4 of the Manager Selection and Retention Policy (Attachment II), is 
contained within the Board’s Investment Policy. The Policy was first adopted in 1999 and has 
been revised several times since. The impetus for a formal policy was concern about the 
consistency of the criteria being used to justify recommendations for manager retention or 
termination. The belief was that a written policy would provide a useful framework for more 
productive Board discussions of manager performance and retention. 
 
Watch lists and manager retention were last reviewed at the Board’s annual off-site meeting of 
February 16, 2012. The presentation delivered at that off-site by RVK is provided (Attachment III). 
Subsequent to Board comments at the off-site meeting, Staff presented a report at the meeting of 
March 15, 2012 discussing the history of the Policy (Attachment IV). 
 
The Policy currently provides, in part, that (a) managers of publicly traded securities are expected 
to outperform the median manager in their peer group, or an appropriate benchmark (index) if 
there is no comparable peer group; (b) managers will be evaluated annually for calendar year 
performance and managers that have underperformed will be automatically placed on the watch 
list; (c) managers placed on the watch list are expected to appear before the Board during their 
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first year on watch to explain the reasons for their underperformance; and, (d) managers will be 
removed from the watch list when their calendar year performance exceeds the median of their 
peer group or benchmark, or when their contract is terminated by the Board.   
 
 
DISCUSSION 
 
Staff’s perception of the Board’s concern with the Policy is that managers on watch are too often 
allowed to continue managing money for the Fund, rather than having their contracts terminated. 
With that concern in mind, Staff offers the following comments for discussion.  
 
In considering the Policy as currently structured, Staff notes that managers are placed on the 
watch list on the basis of a single year’s performance. At the same time, the Policy states that 
when considering whether to retain a manager or to terminate the contract, performance should 
be evaluated over a longer time period – at least three to five years. Therefore, the Board may 
wish to consider changing the time period of underperformance which triggers a manager’s 
placement on the watch list. However, a possible concern with lengthening the time period from 
one year to two or even three years is that it then begins to approach the frequency of the contract 
cycle. Every manager is on a three-year contract, and performance is thoroughly evaluated at the 
Board and Staff level every three years during the contract due diligence review.     
 
Another aspect of the current Policy the Board may wish to consider is that managers are 
automatically placed on watch if they underperform the median of their peers over a calendar 
year. However, it is not uncommon for a manager to underperform its peers yet outperform a 
benchmark over the same time period. An active manger that outperforms its index is still adding 
value to the Fund that would not be obtained by a passive manager, and median performance 
among peer groups is dependent upon many factors including the size of the peer group and 
market cycles that favor particular styles and strategies. Staff would argue that outperformance of 
a peer median is a better indicator of manager skill than outperformance of an index, yet the 
Board may want to consider making underperformance of both peer median and an index as the 
criteria for the watch list. At the beginning of 2014 the Fund had 24 active equity and fixed income 
managers, and 10 of those managers were placed on watch for underperforming the median of 
their peers during calendar year 2013 (four were new on watch, six continued on watch, three 
managers were removed from watch). If both standards were utilized in making watch list 
decisions, the Board would have had only three managers on watch, as the other seven had all 
outperformed their respective benchmarks.  
 
Expanding on the above discussion of the criteria used for determining watch list status, the Board 
could consider a more substantive revision of the current Policy. A Policy could be constructed 
that specified several different quantitative factors (such as performance relative to a benchmark 
over a 3-year period and/or over a 5-year period, moving average information ratio over 3- and/or 
5-years, etc.) and several qualitative factors (such as loss of clients, loss of key personnel, change 
in ownership, deviation from stated investment process, etc). Managers could be placed on watch 
if they failed to meet two (or three, or four) of the quantitative and/or qualitative criteria, and the 
review period could be quarterly, semi-annually or annually (meaning managers could move on or 
off watch each quarter, or semi-annually, etc.). Although such policies are in use by some other 
Funds, Staff at this time is satisfied with the criteria currently in use, noting that annual 
performance against peers or a benchmark is objective, quantitative, simple to apply and would 
not require changes to the format or content of the quarterly Investment Performance Analysis.   
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The current Policy states that managers appearing on the watch list are expected to appear 
before the Board during their first year on watch to explain their underperformance and their plans 
for improvement. The Board may wish to consider this aspect of the Policy.  
 
Staff notes that the Board’s policy regarding manager presentations has evolved significantly over 
time. Many years ago, when there were considerably fewer managers than there are today, the 
practice was to have every manager appear before the Board at some point during its three-year 
contract. Often the presentations would be scheduled such that all of the International managers 
(for example) would appear at the same Board meeting. There was a strong educational value to 
such an arrangement, as the Board could easily compare and contrast different managers’ 
approaches to investing in the same markets. However, as the number of managers increased 
over the years it became impractical to schedule each manager for a Board presentation, and the 
practice was eventually discontinued.  
 
At the same time that routine presentations by all managers was being phased out, the Board was 
developing the Manager Selection and Retention Policy. One of the issues dealt with in this period 
was that of managers recommended for termination requesting to make presentations to the 
Board. The Board discussed at length the advisability of allowing managers to appear at the same 
meeting at which their termination was to be considered. The concern was that the Board might 
hesitate to vote to terminate a contract if the manager were actually present at the meeting. 
Eventually an informal policy was implemented of not allowing managers to appear at the same 
meeting during which the Board was to consider termination. One of the primary reasons for the  
Policy requirement of managers presenting to the Board during their first year on watch was to 
counter the argument that a manager recommended for termination should get the chance to 
explain its performance directly to the Board. If the firm had already made a presentation when it 
first appeared on watch, there would be less sympathy by the Board for a subsequent appearance 
by the manager. 
 
Continuing with the discussion of manager appearances before the Board, Staff is wondering if 
perhaps the presentation made by each watch list manager has come to be interpreted as the 
manager’s “last” presentation, and that the next step is termination of the manager’s contract. If 
such is the case, Staff would like to address that interpretation. In RVK’s Memo the statement is 
made - in bold type - that “It is important to note that watch lists are not designed to serve as 
“decision triggers” or “action lists.” (Attachment I). Staff notes that managers routinely 
underperform their benchmarks due to many factors, and being on watch should not automatically 
signal significant concern. Being on watch should demonstrate that the Board has a rigorous 
system for measuring investment manager performance, and that the Staff and Consultant will 
note and review underperformance by a manager. Further, the Policy should provide quantitative 
and qualitative criteria that the Staff and Consultant can monitor for significant periods of time and 
use to justify, when appropriate, recommendations for termination of a manager’s contract. Staff 
believes that the current Policy does provide adequate criteria.  
 
The Board may wish to consider eliminating the requirement that managers appear before the 
Board sometime during the first year on watch. The requirement for a Board appearance by 
managers on watch could be dropped entirely; Staff notes that there are public plans with robust 
watch list policies that do not require Board appearances by watch list managers. However, if the 
Board continues to find value in hearing presentations from managers on watch, Staff would 
suggest modifying the current Policy so that only managers continuing on watch for a successive 
year be required to appear before the Board. Such managers will have underperformed for two 
years in a row, and their circumstances would more likely justify a closer review.  
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Finally, a discussion of watch lists should include consideration of the fact that many institutional 
investors do not have a formal policy. An RVK survey of 55 public funds in 2010 found that almost 
half of the funds did not have such a policy. Thus, there are funds that do not believe a watch 
policy adds value to the portfolio management process. However, both Staff and RVK believe that 
a carefully considered policy, properly utilized, can add value.  
 
 
CONCLUSIONS 
 
The Watch List Policy is a tool used to help implement and enhance the effectiveness of the 
Board’s investment program. This discussion has attempted to provide the background and 
history of the Policy, and to offer suggestions for possible changes to make it more useful. Any of 
the suggestions Staff has offered could be incorporated into the Policy.  
 
Of the various suggestions, Staff would see the most value in revising the requirement for 
managers on watch making presentations to the Board. Rather than having every manager make 
a presentation to the Board during the year the manager is placed on watch, Staff recommends 
that only managers continuing on watch for a second year be scheduled for Board presentations. 
This would result in more time available during meetings for the Board to consider other agenda 
topics, and it would focus the watch list presentations to those managers whose particular 
circumstances could require a more thorough review. Attachment V provides a red-line and a 
clean version of the Policy incorporating proposed language implementing the recommendation. 
 
Additionally, Staff wishes to recommend that the Board reinstitute the former practice of having 
investment managers make informational presentations on a regular basis. However, rather than 
attempting to have all managers appear before the Board sometime during their current contract, 
only those managers whose investment process, strategy or asset class represents a significant 
educational opportunity would be scheduled for Board presentations.    
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Background 
The current LAFPP Watch List Policy is outlined in Section 8.4 of the Investment Policy 
Statement, and is structured as follows: 

 Managers are reviewed annually at the end of each calendar year. 

 Managers will be placed on the watch list when their performance is below the median of 
their peer group for one-year, or if there is no comparable peer group comparison, below 
the expected return for that manager classification. 

 Significant portfolio management personnel or manager style changes are also cause to 
be placed on the watch list immediately or to have the contract ended at any time. 

 The Board will have the manager in for a review at a scheduled Board meeting during 
the first year the manager is on the watch list. 

 A manager will remain on the list until short and long term performance improves 
enough to warrant removal or the contract is terminated which can occur at any time. 

 Performance of the managers on the list will be evaluated annually, with emphasis on 
the three and five year returns, until the Board removes the manager from the watch list 
or ends the contract. 

During recent Board meetings, there have been discussions concerning the effectiveness of the 
current Watch List Policy. Thus, the objective of this memo is to lay out a framework for this 
discussion. Our hope is that the Board can use this discussion to adjust the current policy if 
necessary, as well as provide clarity on the best practices in developing and implementing a 
Watch List Policy. 

Purpose of a Watch List 
Investment manager watch lists are designed to function as decision support tools. Watch lists 
typically combine quantitative metrics and qualitative information to systematically draw 
attention to investment managers that are experiencing, or are expected to experience, 
performance challenges. It is important to note that watch lists are not designed to serve 
as “decision triggers” or “action lists”. Likewise, managers should not be terminated simply 
for being on the Watch List for “n” periods of time, as even good managers will experience 
periods of underperformance. Instead, these tools are designed to help identify potential 
concerns, which warrant more intense analysis and ongoing monitoring. 

Memorandum 
To The Los Angeles Fire and Police Pension System (“LAFPP”) 

From RVK, Inc. (“RVK”) 
Subject Watch List Policy Review 

Date February 5, 2015 
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Managers that are shown to be “on watch” should be thoroughly reviewed to determine if the 
Board maintains conviction in the manager and their investment process, as well as the stability 
of the investment team and firm. After review, there may be cases in which the Board retains 
sufficient confidence in a watch list manager to retain the manager. There may be other cases 
in which the watch status is sufficiently concerning to warrant a decrease in the manager’s 
mandate or the complete cessation of all future investment with said manager. In either case, it 
is important for the Board, in conjunction with Staff and RVK, to conduct a thorough evaluation 
of each watch list manager before making a decision. 

Manager Evaluation 
The manager evaluation process should focus on qualitative factors, and be supplemented with 
diligent quantitative review. Quantitative review should not focus primarily on performance, but 
rather on a variety of metrics, which should include appropriate peer comparisons, multiple 
investment cycles, risk assessment, as well as fees. Common reasons for manager 
terminations include poor performance (relative and/or absolute), changes to the investment 
management team, and plan re-allocation due to target asset allocation changes. 

Performance is arguably the most common reason for firing a manager. With that said, we 
believe that no investment manager or product should be expected to outperform their relevant 
benchmark(s) at all times, in all market environments, and that holding such an expectation will 
likely lead to bad manager evaluation decisions. Any manager with a superior long-term track 
record is virtually certain to underperform, for multiple periods within that excellent record. Thus, 
even for the most effective long-term managers, a Plan will face numerous temptations along a 
path of long-term excellence to pass them over for other mandates, reduce their allocation, or 
terminate them. The expectation of outperformance by all of the Plan’s managers at all times is 
completely at odds with the desirability of risk mitigation through mandate and manager 
diversification. If all managers are outperforming at the same time, odds are quite high the 
mandates created (and the managers selected to implement them) are not diversified and will 
tend to underperform as a group in a different market regime. 

Thus, the wisdom of an evaluation decision is best judged not merely by the manager’s relative 
performance data, but also by how well the manager’s results fulfilled the mandate chosen by 
the Board, and how well the manager performed versus direct peers – those with strategies and 
products that target a similar mandate. 

Watch List Policy Best Practices 
EVALUATION FREQUENCY: 
Watch Lists should be updated at least annually, but no more often than quarterly, to ensure 
managers are being reviewed on a regular basis. The most important factor in determining 
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evaluation frequency is consistency. If a quarterly, semi-annual or annual watch list review is 
desired, it is important to stick to that schedule in order to provide an equitable evaluation cycle 
for all managers. 

QUALITATIVE MEASURES: 
As the result of regular and ad-hoc manager due diligence, qualitative issues may result in a 
change in manager watch status. Qualitative issues that may result in a manager being placed 
“on watch” include but are not limited to turnover of key personnel, firm instability, legal issues, 
changes in investment process or philosophy, ownership changes, insider trading, and any 
additional changes that may signal issues with the firm, strategy or team. Many of these issues 
may not warrant immediate action, but instead may suggest that additional scrutiny and 
monitoring is necessary. 

QUANTITATIVE MEASURES: 
There are a number of quantitative measures that may be included in a watch list policy, which 
could result in a manager being placed “on watch.” Most often, these include trailing 
underperformance relative to a stated benchmark, manager ranks below an appropriate peer 
group median, unreasonable tracking error relative to a chosen benchmark for passive 
managers, and not adhering to stated investment manager guidelines or restrictions (example: 
no more than “x” percent in emerging markets equity, etc.). Other statistics or characteristics like 
information ratio or average maturity could be used in the analysis as well, but are generally 
less common and tend to be used on a manager-by-manager basis. 

TIME FRAME: 
Investment managers should be evaluated over a full market cycle. For many institutional 
investors, this is defined as a 5-year trailing period. Evaluating a manager over a full market 
cycle provides a framework for assessing their ability to execute their investment strategy. 

Many excellent managers may underperform during a shorter time frame if market conditions do 
not favor their investment strategy. For example, an investment manager that builds a defensive 
portfolio will likely underperform during an up market relative to more aggressive managers that 
seek to capitalize in that environment. However, over a full market cycle, which includes a down 
market trend, that manager should provide downside protection in the portfolio and perform well 
in that environment. If the manager’s performance were only evaluated over a shorter time 
period, then quantitative measures may indicate an “on watch” status for that manager even 
though they are managing the assets in accordance with the strategy selected by the Board. 
However, if the manager was not performing as expected over a longer time frame, this may 
warrant an appropriate “on watch” status and further review by the Board. 
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EVALUATING MANAGERS PLACED “ON WATCH”: 
Once a manager is placed on watch due to quantitative and/or qualitative concerns, the Plan’s 
Staff and Consultant should conduct a thorough review of the manager and product to 
determine if a heightened level of concern is warranted. After re-evaluating the manager’s firm, 
strategy, and team in depth, the Plan’s Staff and Consultant should bring the findings to the 
Board and offer a recommendation regarding next steps. Based on the information provided, the 
Board can then deliberate what action would be most appropriate.  

Concluding Thoughts 
We look forward to discussing the Watch List Policy with you in further detail, and welcome any 
additional questions or feedback you may have. 
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Los Angeles Fire & Police Pension System 
 

8.0 - MANAGER SELECTION AND RETENTION POLICY 
 
 

BACKGROUND 
 
8.1 Consistent with its fiduciary responsibilities, the Board of Fire and Police Pension 

Commissioners has developed a Manager Selection and Retention Policy to further the 
goal of generating superior long-term investment performance. This Policy outlines the 
responsibilities and activities of the Board and Staff with respect to monitoring and 
evaluating managers after being retained by the Board. The Board constantly reviews 
the performance that the managers are doing. The goal of the Board is to implement a 
process that removes managers with no value adding capabilities and retains 
managers that do add value.   
 

 As procedures have evolved at the Department of Fire and Police Pensions, the major 
responsibility for monitoring and evaluating managers has been assigned to Staff and 
employed consultants, with the Board assuming overall responsibility for setting 
investment policy and deciding which managers will be hired or retained. Evaluating the 
performance of a diverse group of money managers is an important part of carrying out 
the Board’s investment responsibilities. The Manager Selection and Retention Policy, 
consistently applied, will assist the Board in making informed judgments regarding the 
capabilities of managers hired by the Fund, and in its decisions concerning retention 
and termination of money managers. 

 
 The policy provides a comprehensive framework for the analysis of manager 

performance promotes a long-term attitude towards performance evaluation and serves 
to communicate investment objectives between the Board, its managers and its Staff. 

 
MANAGER SELECTION CRITERIA 
 
8.2 The selection of investment managers is accomplished in accordance with all 

applicable Local, State, and Federal laws and regulations. Each investment manager, 
consultant, and custodian functions under a formal contract that delineates 
responsibilities and appropriate performance expectations. 

 
 Criteria will be established for each manager search undertaken by the Board and will 

be tailored to the Board’s needs in such a search. In general, eligible managers will 
possess attributes including, but not limited to, the following criteria: 

 
1. The firm must be experienced in managing money for institutional clients in the 

asset class/product category/investment style specified by the Board. 
 
2. The firm must display a record of stability in retaining and attracting qualified 

investment professionals, as well as a record of managing asset growth 
effectively, both in gaining and in retaining clients. 

 
3. The firm must have an asset base sufficient to accommodate the Board’s 

portfolio. In general, managers should have at least $100 million of discretionary 
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institutional assets under management, and the Board’s portfolio should make up 
no more than 20% of the firm’s total asset base at the time of hiring. Exceptions 
shall be made on a case-by-case basis. 

 
4. The firm must demonstrate adherence to the investment style sought by the 

Board and adherence to the firm’s stated investment discipline. 
 
5. The firm’s fees should be competitive with industry standards for the product 

category. 
 
6. The firm must comply with the “Duties of the Investment Managers” outlined 

herein and conform to CFA Institute (formerly AIMR) standards for performance 
reporting. 

 
 The General Consultant shall provide to Staff a list of all Investment Managers who  
 have met the minimum search qualifications established by the Board.  Staff and the 

General Consultant shall recommend to the Board a list of finalists to interview.  For 
searches to hire one (1) manager, Staff and the General Consultant shall recommend no 
more than three (3) finalists.  For searches to hire two (2) managers, Staff and the 
General Consultant shall recommend no more than five (5) finalists. 

 
QUALITATIVE/QUANTITATIVE FACTORS TO MONITOR 
 
8.3 The Fund’s manager selection process relies heavily upon qualitative analysis in 

identifying the parts of a manager’s organization and investment process that are 
necessary for superior long-term investment performance. At the time a manager is 
hired by the Board, the rationale for retaining the manager is outlined and the manager’s 
role in the Board’s investment program is clearly established. The review and monitoring 
process is intended to keep the Board and Staff fully informed of qualitative attributes in 
a manager’s organization. 

 
 Quantitative performance evaluation relates to those aspects of a money manager’s 

operation that can be analyzed relative to measurable targets (Appendix 1). Managers 
hired by the Fund will be measured over a period of time relevant to their appropriate 
benchmark, style and peer universe. Managers will be measured net of fees, custody 
expenses and other costs. Performance attribution will include the manager’s style (as 
reflected by the benchmark), manager skill, sector selection, timing and trading. 
 
Staff will meet with the Fund’s managers on a regular basis as part of on-going due 
diligence.  Meetings and other contacts will be documented and will include summaries 
of and any changes in a manager’s organization, personnel, strategy or style. 

 
WATCH LIST POLICY  
 
8.4 Managers will be reviewed annually at the end of the calendar year. Managers will be 

placed on the watch list when their performance is below the median of their peer group, 
(provided by the current performance consultant) for a year, or if there is no comparable 
peer group comparison, below the expected return for that manager classification. A 
manager may be placed on the watch list at this time. Significant portfolio management 
personnel or manager style changes are also cause to be placed on the list immediately 
or to have the contract ended at any time.   
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 When a manager is placed on the list, Staff will speak to the manager and send a letter 

(Appendix 2) as soon as possible to discuss the Board’s concern at which time that 
manager will sign and return that letter acknowledging their watch list notification by this 
Board. A manager will remain on the list until short and long term performance improves 
enough to warrant removal or the contract is terminated which can occur at any time. 
The Board will have the manager in for a review at one of the scheduled Board meetings 
during the first year the manager is on the list. After the Board has met with a manager 
for their watch status review, further meetings are at the Board’s discretion. Performance 
of the managers on the list will be evaluated annually, with emphasis on the three and 
five year returns, until the Board removes the manager from the list or ends the contract.    

 
 The Board, Staff and the performance consultant will monitor the manager’s quarterly 

performance. Consultants will provide information on the manager’s performance in 
relationship to other managers within the same style and universe.   

 
The decision to terminate an investment manager’s contract is never taken lightly. 
Managers are hired after lengthy, time-consuming searches and at the time of hiring 
have demonstrated the ability to successfully outperform a benchmark and their peers. 
Termination involves the expense of transitioning the account’s assets. It also involves 
decisions of where to place the assets – with an existing manager or with a newly-hired 
manager following a new search – and how the assets should be managed, whether 
with an active manager or a passive (index) manager.  When evaluating a manager for 
termination, longer-term performance should weigh more heavily than shorter-term 
performance. Market cycles can move against a manager’s style for a number of years, 
yet when the cycle changes the manager will again outperform.  A manager may 
experience a single poor year for a particular, specific reason and the negative effects 
could impact returns for several reporting periods, yet the manager still retains the ability 
to deliver outperformance. A manager’s performance may regularly beat a benchmark 
but lag the median performance of its peers, in which case the behavior of the peer 
universe should be analyzed before assuming that a new search could identify a 
manager in the group that consistently beat median performance.  Identifying and 
dealing with poorly performing managers is an important part of the Board’s risk 
management responsibilities and necessary if the Fund is to achieve its targeted returns. 
The decision should be made only after thoughtful analysis involving quantitative and 
qualitative factors measured over significant time periods. 

 
 The following list specifies the factors that the Board and Staff will analyze before 

making a decision.   
 

 Evaluate the manager’s performance relative to the specified benchmark and 
other relevant benchmarks.   

 
 Evaluate the manager’s performance ranking compared to managers of the same 

style. Active managers are expected to generate returns better than their 
benchmarks and their peers. We look for consistency of returns as well as the 
degree of under-performance. Rolling three and five year returns are more 
meaningful than shorter periods of time.   

 
 Compare performance of the Fund’s portfolio to the manager’s other accounts. 
 
 Review hiring objectives. Managers are hired for specific reasons: a style or 
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strategy that is expected to add value and contribute to diversification. 
 
 Evaluate personnel. Review the people who establish investment strategy and 

manage the portfolio. 
 
 Review any changes in ownership. A change in ownership may or may not 

presage meaningful changes in the organization, key personnel, investment 
strategy and the decision making process, however any ownership change needs 
to be reviewed. 

 
 Review the loss of clients and the addition of new business. Losses may signal 

problems at the firm Staff haven’t noticed yet, while adding new clients too quickly 
may overload the manager’s resources or force a change in investment approach. 

 
 Upon the decision to terminate, Staff will implement its termination checklist. All 

outstanding issues with the custodian bank, brokers, consultants, or other parties and 
the investment manager are to be resolved before the final payment to the manager.   

 
 Staff will have the responsibility to manage the details of terminating an investment 

manager. 
 

REAL ESTATE SEPARATE ACCOUNT MANAGERS 
 
8.5 Real Estate managers will be reviewed on the same basis as other managers. However, 

due to the longer life and the illiquid nature of real estate investments, a formal review of 
the performance of the real estate separate account managers will take place in 
conjunction with the expiration of the contracts with the manager. Interim performance 
reviews may be conducted as warranted after the completion of the annual appraisals.    

 
 The benchmark for the separate account real estate managers is the NFI-ODCE Index 

plus 0.50%.   
 
PRIVATE EQUITY 
 
8.6 The Fund's private equity portfolio is made up of individual partnerships that generally 

last from 10 to 12 years, with provisions for possible extensions beyond the original 
term. The interim performance of a partnership investment (anything prior to the 
termination of a partnership) may not always be indicative of the final results for a 
particular partnership. The interim valuations of a partnership's underlying investments 
(most of which are privately-held companies) reflect a high degree of subjectivity. As a 
partnership's underlying investments are disposed of, either at a gain or at a loss, the 
interim performance begins to become more indicative of the partnership's final 
performance level. 

 
 The ultimate measure of a partnership's performance is calculated from the total amount 

of cash that is contributed (paid-in) to the partnership compared to the timing and 
amount of cash returned to the Fund. The most common measurement tool is 
calculating a net compound annual internal rate of return (Net IRR) which is a 
discounted cash flow analysis of the cash flows to and from the partnership over the life 
of the partnership. 

 
 The Fund expects the private equity portfolio to provide a higher return than publicly-
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traded equities over the long term (10-12 years). The Fund's return benchmark for our 
alternatives is the S&P 500 plus four percent. 

 
HISTORY 
 
8.7 Adopted: June 10, 1999; Revised 05/03/01; 02/07/02, 09/18/03, 05/03/07, 08/20/09, 

04/18/13 and 09/18/14. 
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APPENDIX 1 - PERFORMANCE BENCHMARKS 
 
S&P 500:   The Standard & Poor’s 500 Index covers 500 large cap stocks representing 
approximately 75% of the total U.S. equity market capitalization. Companies included in the 
index have market capitalizations of $5 billion or greater. A company’s weight in the index is 
proportional to its market value. This index is used as a benchmark for large cap domestic 
equity managers. 
 
Russell 3000:   A Frank Russell Company index consisting of the 3,000 largest U.S. companies 
as measured by total market capitalization, representing approximately 98% of the investable 
U.S. equity market. The largest company in the index has a market cap of approximately $420 
billion and the smallest company is roughly $130 million. The Russell 3000 Index is the overall 
domestic equity benchmark. 
 
Russell 2000:   An index consisting of the 2,000 smallest securities contained in the Russell 
3000, representing approximately 10% of the investable U.S. equity market. The average 
market capitalization of companies in the index is approximately $1.3 billion. This index is used 
as a benchmark for small cap domestic equity managers. 
 
Russell 2000 Growth:  A small cap growth index consisting of approximately 50% of stocks in 
the Russell 2000 Index.  This index consists of companies with higher price-to-book ratios and 
higher forecasted growth values.  The average market value cap for stocks in this index is $1.55 
billion and the median market cap is $0.6 billion. 
 
Russell 1000 Growth:   An index compiled from the stocks of the 1,000 largest companies in the 
Russell 3000 which reflect a greater than average growth orientation. Stocks in the index tend to 
exhibit higher price-to-book and price-earnings ratios, and other growth characteristics. The 
index contains stocks from approximately 590 companies. It is used as a benchmark for large 
cap domestic equity growth managers. 
 
Russell 1000 Value:   An index compiled from the stocks of the 1,000 largest companies in the 
Russell 3000 which reflect a less than average growth orientation. Stocks in the index tend to 
exhibit low price-to-book and price-earnings ratio, and other value characteristics. The index 
contains stocks from approximately 600 companies (Note: there are over 300 overlap of stocks 
in both the 1000 Growth and 1000 Value). The index is used as a benchmark for large cap 
domestic equity value managers. 
 
MSCI ACW ex U.S.*:   The Morgan Stanley Capital International All Country World Free ex U.S. 
Index. An index composed of securities from 45 developed and emerging market countries of 
the Americas, Europe, the Middle East, Asia and the Pacific, excluding the United States. The 
index does not include securities from markets closed to foreign investment or those securities 
in open markets that are not purchasable by foreigners. The index is used as a benchmark for 
international equity managers. 
 
MSCI EAFE Index*:   The Morgan Stanley Capital International Europe, Australasia, and Far 
East Index is a market capitalization weighted index consisting of developed markets outside of 
the U.S. and Canada.  It is maintained by MSCI Barra.  The index ranks each stock in the 
investable universe from largest to smallest by market capitalization.  The index includes a 
selection of stocks from 22 developed markets, but excludes those from the U.S. and Canada.  
The index has been calculated since December 31, 1969, making it the oldest international 
stock index.  It is probably the most common benchmark for foreign stock funds. 
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MSCI Emerging Markets*:  The Morgan Stanley Capital Emerging Markets Free Index is 
composed of securities from companies of 26 emerging market countries in Europe, Latin 
America, Asia and the Pacific.  The index does not include securities from markets closed to 
foreign investment or those securities in open markets that are not purchasable by foreigners.  
The index is used as a benchmark for emerging markets managers. 
 
Barclays U.S. Government/Credit Index:  The Barclays  U.S. Government/Credit Long Index is a 
broad market index similar in composition to the Barclays Government/Credit. The Barclays 
Long index is composed of those bonds within the Government/Credit index that have maturities 
of 10 years or greater. This index is used as a benchmark for the fixed income long duration 
manager. 
 
Barclays U.S. Universal Bond Index: The index covers most of the different sectors in the U.S. 
fixed income market including the high yield sector. The index is used as a benchmark for our 
fixed income allocation. 
 
Barclays U.S. Aggregate Index: The index covers U.S. dollar denominated debt including 
treasury and various corporate bonds. This index is used as a benchmark for our fixed income 
core and opportunistic managers. 
 
BofA Merrill Lynch U.S. High Yield Master II Constrained Index:   The Bank of America Merrill 
Lynch U.S. High Yield Master II Constrained Index tracks the performance of US dollar 
denominated below investment grade corporate debt publically issued in the U.S. domestic 
market with caps on each issuer exposure set at 2%. 
 
Barclays U.S. Treasury:  U.S. TIPS Inflation-Linked Bond Index:  The index measures the 
performance of the U.S. Treasury Inflation Protected Securities (TIPS) market.  Inflation-linked 
bond indices include only capital indexed bonds with a remaining maturity of one year or more. 
 
NCREIF:   The National Council of Real Estate Investment Fiduciaries Property Index is 
comprised of real properties of all types located throughout the United States and owned by tax 
exempt institutional investors. The Property Index includes properties that are encumbered with 
mortgages (leverage).  However, all returns are reported on a non-levered basis.  The NCREIF 
Property Index has been used since July 1, 2001. 
 
NFI-ODCE:  The National Council of Real Estate Investment Fiduciaries (NCREIF) Fund Index 
(NFI) Open-End Diversified Core (ODCE) Index is an index of investment returns reporting on 
both a historical and current basis of the results of 33 open-end commingled funds pursuing a 
core investment strategy.   
 
Dow Jones U.S. Selected Real Estate Securities Index:  The index includes Real Estate 
Investment Trusts (REITs) and Real Estate Operating Companies (REOCs).  A company must 
have a minimum market capitalization of $200 million at the time of its inclusion and at least 
75% of the company’s total revenue must be derived from ownership and operation of real 
estate assets. 
 
FTSE EPRA/NAREIT Developed Index*:  The Financial Times Stock Exchange European 
Public Real Estate Association/National Association of Real Estate Investment Trusts 
Developed Index is designed to track the performance of listed real estate companies and 
REITS worldwide.   
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S&P Global Natural Resources Index*:  The index includes 90 of the largest publicly traded 
companies in natural resources and commodities business that meet specific investability 
requirements, offering investors diversified and investable equity exposure across three primary 
commodity-related sectors: agribusiness, energy, and metals and mining. 
 
S&P Global Water Index*:  The index provides liquid and tradable exposure to 50 companies 
from around the world that are involved in water-related business. 
 
S&P Global Timber & Forestry Index*:  The index consists of 25 of the largest publicly traded 
companies engaged in the ownership, management or upstream supply chain of forests and 
timberlands. 
 
S&P MLP Index:  The index is designed to measure the performance of leading partnerships 
that trade on major U.S. exchanges.  The index includes both master limited partnerships 
(MLPs) as well as publicly traded limited liability companies (LLCs), which have a similar legal 
structure to MLPs and share the same tax benefits.  As the vast majority of traded partnerships 
have operations in the oil and gas industries, the S&P MLP Index focuses on companies in the 
Global Industry Classification Standard (GICS) Energy Sector and the GICS Gas Utilities 
Industry.   
 
Bloomberg Commodity Index:  Formerly known as the Dow Jones-UBS Commodity Index, the 
index is composed of futures contracts on a diversified basket of commodities traded on U.S. 
exchanges. 

 
 

* International indexes are gross total return indexes. 
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APPENDIX 2 – SAMPLE LETTER – WATCH LIST 
 

 
Dear: 
 

Notice of Placement on Watch Status 
 
This is to advise you that in accordance with the provisions of the Manager Selection and 
Retention Policy (Section 8.0) as adopted by the Board of Fire and Police Pension 
Commissioners, XYZ, Inc. has been formally placed on Watch status.  Firms are placed on 
Watch status when their investment performance, changes in their investment style, or changes 
within their organization cause the Board concern.   
 
The Purpose of the Manager Selection and Retention Policy is to help ensure the highest levels 
of performance by Los Angeles Fire and Police Pension Fund’s (LAFPP) investment managers. 
The Policy requires regular evaluations of manager performance against objective standards 
and identifies those managers whose performance indicates their value-adding capabilities have 
deteriorated. A copy of the Manager Selection and Retention Policy is enclosed for your 
reference. 
 
Your firm has been placed on the Watch List following the December 31, 2013 year end period.  
The portfolio returned XX.XX% for the calendar year 2013, which is less than the benchmark of 
the ABCDE Index at XX.XX%, and places XYZ, Inc. in the XXth percentile in comparison with a 
peer group of similar managers. 
 
LAFPP Staff will contact you to discuss the specifics of your performance.  Staff may also 
schedule you for a presentation of your plans for improvement before the Board.  
 
Should the Board be dissatisfied with your portfolio’s performance, changes in your investment 
style, or changes within your organization, the Board may, in the best interests of LAFPP, vote 
to terminate your contract immediately. I wish to stress that the Board retains the right to 
terminate a manager’s contract at any time during the contract period or allow the contract to 
expire, including while a firm is on Watch status. 
 
If you have any questions, please contact me at 213- 978-4464. 

 
Very truly yours, 
 
 
 
 
TOM LOPEZ 
Chief Investment Officer 
 
 

Enclosure 
 
Cc: LAFPP General Consultant, RVK 
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Asset allocation “drives” portfolio return.  Thus, 
institutional decision makers should devote more effort to 
setting an appropriate strategic asset allocation than to 
manager evaluation.

Active risk should be focused in areas with commensurate 
returns and be diversified across multiple asset classes.

Manager decisions should be considered within the broader 
asset allocation or sub-allocation framework.

Hiring and Firing Investment Managers

2
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Best practices should be instituted at the Board level to help 
avoid common group dynamic issues.

The manager evaluation process should focus more on 
qualitative factors, and be supplemented with diligent 
quantitative review.

Quantitative review should not focus primarily on 
performance, but rather on a variety of metrics, which 
should include fees, appropriate peer comparisons, multiple 
investment cycles, as well as risk assessment.

Hiring and Firing Investment Managers
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Investment Manager Terminations

Common reasons for manager terminations include:
Poor performance (relative and/or absolute)
Change to the investment management team
Plan re-allocation due to target asset allocation changes

Since performance is probably the most common reason 
for firing a manager, we asked ourselves the following 
questions:

Is it reasonable to expect consistent outperformance from 
managers?
Can investors appropriately “time” transitions?  Does firing an 
incumbent and hiring a replacement manager ultimately result in 
better performance?

Consider the burden of transition costs, and how Watch-list 
policies are utilized.

4
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We believe that no investment manager or product should 
be expected to outperform their relevant benchmark(s) at all 
times, in all market environments, and that holding such an 
expectation will likely lead to bad manager evaluation 
decisions.

Expectations of sustained, sequential outperformance are 
unrealistic and likely detrimental.

Any manager with a superior long-term track record is virtually 
certain to underperform, for multiple periods within that excellent 
record.
Thus even for the most effective long-term managers, a Plan will 
face numerous temptations along a path of long-term excellence to 
pass them over for other mandates, reduce their allocation, or 
terminate them.

Set Reasonable Expectations
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The expectation of outperformance by all of the Plan’s 
managers at all times is completely at odds with the 
desirability of risk mitigation through mandate and 
manager diversification.

If all managers are outperforming at the same time, odds 
are quite high the mandates created (and the managers 
selected to implement them) are not diversified and will 
tend to underperform as a group in a different market 
regime.

Set Reasonable Expectations
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Business cycles are discussed frequently.
There are many other cycles that are important for investors to be 
aware of such as Asset, Manager, Economic, Market, etc.
It can be helpful to remind ourselves that most investments go 
through cycles, and cycles imply reversion.

Be Aware of Investment Cycles 

Data Source: eVestment Alliance. https://www.evestment.com
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The wisdom of an evaluation decision is best judged not 
merely by the manager’s relative performance data, but also 
by:

(1) how well the manager’s results fulfilled the mandate chosen by the 
Board. 

(2) how well the manager performed versus direct peers – those with 
strategies and products that target a similar mandate.

Transitioning funds from one manager to another always 
carries with it a potential performance penalty (transaction 
costs) for the total fund and the asset class composite.

When Evaluating Incumbents…

8

Attachment III



2010 Average Implementation Shortfall Measures by Asset Class

US Equities Large Cap: 19 basis points
US Equities SMid Cap: 36 basis points
Non-US Equities: 32 basis points
Emerging Markets: 67 basis points
US Fixed Income: 43 basis points
Non-US Fixed Income: 63 basis points

Data Source: State Street Global Markets, October 15, 2010.

When Evaluating Incumbents…

Transition Costs
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Manager Watch Lists can be useful, but they can also lead to 
poor termination outcomes if the Watch List criteria alone 
become the criteria for the termination decision.

The objective of a Watch List Policy should be to help identify 
managers that deserve closer scrutiny and ongoing monitoring.
Watch Lists should not be viewed as Action Lists.
Managers should not be terminated simply for  being on the Watch 
List for “n” periods of time, as even good managers will experience 
periods of underperformance.
It is dangerous to focus attention only on trailing returns (and 
trailing ranks), which are the most common Watch List quantitative 
factors.

When Evaluating Incumbents…
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When Evaluating Incumbents…

Public Fund Survey Results 

Q: Does your plan have a formal Watch List policy for investment 
managers?

Q: How many years of underperformance is the evaluation period?

Q: How many months of underperformance, for the above rolling 
period, constitutes placement on the watch list?

Data Source: RVK Public Fund Survey, June 30, 2010
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Investment Manager Performance Cycles

Human nature leads to hiring the manager with the best 
recent performance presented in a search.

The inherent biases or portfolio positioning that led to the 
outperformance often lead to subsequent underperformance.

The manager with weak relative returns over a two or three 
year period is replaced with another manager with strong 
relative returns.

This negative selection cycle can result in significant 
underperformance of the asset class benchmark and peer 
universe.

Negative Selection Cycle
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Investment Manager Performance Cycles
Negative Selection Cycle Illustrated
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Investment Manager Performance Cycles
Breaking the Negative Performance Cycle
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Investment Manager Performance Cycles

Be wary of recent top quartile (or better) performance.

Consider the drivers of positive or negative performance:
Ex: financials, technology, energy, low quality rally, credit spreads, 
flight to quality
Are those factors likely to persist? – they often don’t

Review conviction in: 
The manager and their investment process
The stability of the team and firm

Consider rebalancing rather than terminating.

Breaking the Negative Performance Cycle
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Investment Manager Performance Cycles
Example #1: Buy High, Experience Pain, Sell Low
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Investment Manager Performance Cycles
Example #2: Buy Flat(?), Experience Pain, Sell Low

NOTE: Peer 
Group contains 
only 17 
products with 
performance 
history greater 
than or equal to 
Manager. Long 
term ranks may 
not be reliable.
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Investment Manager Performance Cycles
Example #3: Buy High, Experience Pain, Sell Flat 
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Investment Manager Performance Cycles
Example #4: Buy High, Experience Pain, Sell Correctly
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Investment Manager Performance Cycles
Example #5: Buy Low, Experience Pain, Hold

20
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DEPARTMENT OF FIRE AND POLICE PENSIONS 

360 East Second Street, Suite 400 
Los Angeles, CA 90012 

(213) 978-4545 
 
 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 
March 15, 2012 ITEM: A.4  
 
FROM: Michael A. Perez, General Manager 
 
SUBJECT: DISCUSSION OF THE MANAGER WATCH LIST POLICY AND POSSIBLE 

BOARD ACTION 
 

RECOMMENDATION 
 
That the Board direct Staff as to any Policy modifications it might want. 
 
 
BACKGROUND 
 
Staff and R V K uhns presented i nformation an d facilitated a  di scussion on t he P ension F und’s 
Manager Watch Li st Policy at  t he Board’s offsite m eeting o n F ebruary 16,  2012.  T his report 
provides an additional historical account of the Manager Watch List Policy. 
 
The i ntent of  a M anager Watch Li st Policy i s t o pr ovide a mechanism t o alert t he B oard of 
underperforming m anagers and  formalize a process by w hich a B oard c an ev aluate and 
determine whether to terminate (or retain) an investment manager.  Such policies are also called 
Manager Retention Policies or Probation Policies.  In each case they provide written guidelines a 
Board c an r efer t o w hen di scussing a m anager’s performance.  Ha ving a  written P olicy i s 
generally v iewed as  a n ai d t o a  B oard c onfronted w ith m aking w hat i s s ometimes a difficult o r 
controversial decision.     
 
Previous Boards have approached presentations by managers on the Watch List in two different 
ways.  Most Boards have al lowed a m anager to make a pr esentation at  the same meeting that 
Staff is presenting its termination recommendation.  There was one previous Board that would not 
allow a m anager t o make a presentation at t he s ame m eeting i t w as bei ng c onsidered for 
termination.  The r easoning behi nd t his de cision w as t hat t he Watch Li st P olicy al lows f or a 
manager to make a presentation to the Board within the first year after being placed on the Watch 
List, and therefore felt i t was not necessary to hear from the manager again on t he same issue.  
However, since the Board meetings are public, most of the managers that were on the agenda for 
termination would show up at  the meeting anyway and despite the Board policy, were allowed to 
make a short presentation. 
 
The Board’s Watch List Policy i s contained within the Manager Selection and Retention Policy, 
which is incorporated within the Board’s Investment Policy.  A copy of the Manager Selection and 
Retention Policy is attached; the Watch List Policy is Section 8.4.   
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DISCUSSION 
 
The Board has had a Watch List Policy in one form or another since June 1999.  Each version has 
specified q ualitative a nd q uantitative benc hmarks t hat investment managers ar e ex pected t o 
meet.  E ach version has also specified a special status for managers not meeting expectations.  
The special status was initially referred to as Probation in the first version of the Policy but is now 
called Watch.  Managers whose performance has not improved after a y ear o f being on W atch 
remain on the l ist.  T he earliest version of the Policy established a maximum time period of  two 
years during which a manager could remain on Watch.  Later versions did not specify a maximum 
time p eriod.  The P olicy has  always permitted a manager t o c ontinue on Watch if t he B oard 
determined it was in the best interests of the Fund.  
 
 
The Board’s current Policy, last revised in August 2009, specifies the following: 
 

 A manager’s performance is evaluated annually at the end of each calendar year. 
 

 A manger that underperforms the median performance of its peer group, or if there is 
no peer group an applicable index benchmark, for the year will be placed on Watch.   

 
 Staff w ill f ormally not ify t he manager o f t he B oard’s action and the m anager will 

acknowledge the notification in writing.  
 

 The manager will present a performance review to the Board at some time during the 
first year on Watch. 

 
 The manager’s per formance will be ev aluated annually, with emphasis on t he three 

and f ive year r eturns, unt il t he manager i s r emoved from Watch or  t he m anager’s 
contract is terminated.  

 
It s hould be noted t hat t he Staff a nd C onsultant monitor the per formance o f managers 
continuously, and performance is reviewed by the Board at the end of each calendar quarter.  The 
Watch List establishes a process and timeline to evaluate a manager’s performance on an annual 
basis, ordinarily in March at the Board’s Investment Focus meeting.   
 
The Policy also allows for a manager on the Watch List to appear before the Board during the first 
year on t he List for a performance review.  T his s tep has  no t been consistently followed in the 
interest of time.      
 
Further, t he above di scussion only applies to the managers of equities, fixed i ncome securities 
and hedge fund of funds.   
 
Finally, nothing in the Watch List Policy prevents the Board from terminating a manager’s contract 
at any time and for any cause.  
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CONCLUSION     
 
Staff is satisfied with the current Watch List Policy but would recommend that all managers have 
an opportunity to address the Board during their first year on the Watch List, consistent with the 
Policy.  T his w ould addr ess t he c oncerns by s ome c urrent B oard m embers a bout m anagers 
making presentations to the Board for the first time when being considered for termination. 
 
At today’s Board meeting RV Kuhns will be presenting its portfolio performance review for the 4th 
quarter of  2011 and c alendar year 2011.  T he B oard w ill al so be reviewing managers i n t he 
context of the Watch List Policy and can give Staff direction on the policy.  
 
 
This report was prepared by 
 
Paul Palmer 
Investment Officer 
 
MP:TL:PGP 
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Los Angeles Fire & Police Pension System 
 

8.0 - MANAGER SELECTION AND RETENTION 
 
 

BACKGROUND 
 
8.1 Consistent with its fiduciary responsibilities, the Board of Fire and Police Pension 

Commissioners has developed a Manager Retention Policy to further the goal of 
generating superior l ong-term investment per formance. This Policy out lines t he 
responsibilities and ac tivities o f the B oard and Staff w ith r espect t o m onitoring 
and ev aluating managers a fter bei ng retained by  t he B oard. The B oard 
constantly reviews the performance that the managers are doing. The goal of the 
Board i s t o implement a  process that removes managers with no v alue adding 
capabilities and retains managers that do add value.   

 
 As procedures have evolved at the Department of Fire and Police Pensions, the 

major responsibility for monitoring and evaluating managers has been assigned 
to Staff and employed consultants, with the Board assuming overall responsibility 
for s etting i nvestment policy and dec iding w hich m anagers w ill be h ired or  
retained. Evaluating the performance of a diverse group of money managers is 
an i mportant par t o f c arrying out t he B oard’s i nvestment r esponsibilities. The 
Manager Retention Policy, consistently appl ied, w ill assist t he Board i n m aking 
informed j udgments regarding t he c apabilities o f managers hi red by  t he Fund,  
and in its decisions concerning retention and termination of money managers. 

 
 The pol icy pr ovides a c omprehensive framework for t he anal ysis of  m anager 

performance promotes a long-term attitude towards performance evaluation and 
serves to communicate investment objectives between the Board, its managers 
and its Staff. 

 
MANAGER SELECTION CRITERIA 
 
8.2 The selection of investment managers is accomplished in accordance with all 

applicable Loc al, S tate, and Feder al l aws and  r egulations. E ach i nvestment 
manger, c onsultant, and custodian f unctions under a formal contract that 
delineates responsibilities and appropriate performance expectations. 

 
Criteria w ill be es tablished f or eac h manager s earch under taken by  t he B oard 
and w ill be t ailored t o t he B oard’s needs  i n s uch a s earch. In general, el igible 
managers w ill possess at tributes i ncluding, b ut not  l imited t o, t he following 
criteria: 
 

1. The firm must be experienced in managing money for institutional clients 
in t he as set class/product c ategory/investment s tyle s pecified by  t he 
Board. 

 
2. The firm must display a record of stability in retaining and attracting 

qualified investment professionals, as well as a record of managing asset 
growth effectively, both in gaining and in retaining clients. 
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Manager Selection and Retention 
   
 
 

3. The firm must have an asset base sufficient to accommodate the Board’s 
portfolio. I n g eneral, m anagers s hould hav e a t l east $100 m illion of  
discretionary i nstitutional as sets under  management, and t he B oard’s 
portfolio should make up no more than 20% of the firm’s total asset base 
at the time of hiring. Exceptions shall be made on a case-by-case basis. 

 
4. The firm must demonstrate adherence to the investment style sought by 

the Board and adherence to the firm’s stated investment discipline. 
 

5. The firm’s fees s hould be c ompetitive w ith i ndustry s tandards for t he 
product category. 

 
6. The firm must c omply w ith t he “ Duties o f the I nvestment M anagers” 

outlined herein and c onform to CFA Institute (formerly A IMR) s tandards 
for performance reporting. 

 
QUALITATIVE/QUANTITATIVE FACTORS TO MONITOR 
 
8.3 The Fund’s manager selection process relies heavily upon qualitative analysis in 

identifying the parts of a manager’s organization and investment process that are 
necessary for superior long-term investment performance. At the time a manager 
is hired by the Board, the rationale for retaining the manager is outlined and the 
manager’s role i n t he B oard’s i nvestment pr ogram i s c learly es tablished. The 
review and m onitoring process i s i ntended to keep the B oard and S taff fully 
informed of qualitative attributes in a manager’s organization. 

 
 Quantitative performance evaluation relates to those as pects o f a money 

manager’s oper ation t hat c an be analyzed r elative t o measurable targets 
(Appendix 1). Managers hired by the Fund will be measured over a period of time 
relevant to their appropriate benchmark, style and peer universe. Managers will 
be m easured net  o f fees, c ustody ex penses and ot her c osts. P erformance 
attribution w ill i nclude t he m anager’s s tyle ( as r eflected by  t he benc hmark), 
manager skill, sector selection, timing and trading. 

 
WATCH LIST POLICY  
 
8.4 Managers will be reviewed annually at the end of the calendar year. Managers 

will be placed on the watch list when their performance is below the median of 
their peer group, (provided by the current performance consultant) for a year, or if 
there i s no c omparable peer  gr oup c omparison, bel ow t he ex pected r eturn for 
that manager classification. A manager may be placed on the watch list at this 
time. Significant portfolio management personnel or manager style changes are 
also cause to be placed on the list immediately or to have the contract ended at 
any time.   

 
 When a manager is placed on the list, Staff will speak to the manager and send it 

a letter (Appendix 2) as soon as possible to discuss the Board’s concern at which 
time that manager will sign and return that letter acknowledging their watch list 
notification by this Board. A manager will remain on the list unt il short and long 
term pe rformance i mproves enoug h to w arrant removal or  the c ontract i s 

Attachment IV - Page 5



Manager Selection and Retention 
   
 

terminated which can occur at any time. The Board will have the manager in for a 
review at one of the scheduled Board meetings during the first year the manager 
is on t he l ist. A fter t he Board has  m et w ith a Manager f or t heir Watch S tatus 
review, further meetings are at the Board’s discretion. Performance of the 
managers on the list will be evaluated annually, with emphasis on the three and 
five year returns, until the Board removes the manager from the list or ends the 
contract.    

 
 The B oard, S taff and t he per formance c onsultant w ill m onitor t he m anager’s 

quarterly per formance. Consultants w ill pr ovide i nformation on  t he m anager’s 
performance i n r elationship t o ot her m anagers within t he s ame s tyle and 
universe.   

 
 Upon the decision to terminate, Staff will implement i ts termination checklist. All 

outstanding issues with the custodian bank, brokers, consultants, or other parties 
and the investment manager are to be resolved before the final payment to the 
manager.   

 
 Staff w ill ha ve t he r esponsibility t o m anage the det ails o f t erminating an  

investment manager. 
 
 The f ollowing list specifies the factors t hat t he B oard and S taff w ill analyze 

before making a decision.   
 

 Evaluate the manager’s performance relative to the specified benchmark and 
other relevant benchmarks.   

 
 Evaluate the manager’s performance ranking compared to managers of the 

same s tyle. A ctive m anagers ar e ex pected t o g enerate r eturns be tter t han 
their benchmarks and their peers. We look for consistency of returns as well 
as the degree of under-performance. Rolling three and f ive year returns are 
more meaningful than shorter periods of time.   

 
 Compare per formance of  the Fund’ s por tfolio t o t he m anager’s other 

accounts. 
 
 Review hiring objectives. Managers are hired for specific reasons: a s tyle or 

strategy that is expected to add value and contribute to diversification. 
 
 Evaluate per sonnel. R eview t he peopl e who e stablish i nvestment s trategy 

and manage the portfolio. 
 
 Review any changes in ownership. A change in ownership may or may not 

presage meaningful changes in the organization, key personnel, investment 
strategy and t he dec ision m aking p rocess, how ever any  o wnership c hange 
needs to be reviewed. 

 
 Review t he l oss of  c lients and the addi tion o f new bus iness. Los ses may 

signal problems at the firm we haven’t noticed yet, while adding new clients 
too quickly may overload the manager’s resources or force a change in 
investment approach. 
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REAL ESTATE SEPARATE ACCOUNT MANAGERS 
 
8.5 Real Estate managers will be r eviewed on t he same bas is as  other managers. 

However, due to the longer life and the illiquid nature of real estate investments, 
a formal review of the performance of the real estate separate account managers 
will take place in conjunction with the expiration of the contracts with the 
manager. Interim performance reviews may be conducted as warranted after the 
completion of the annual appraisals.    

 The ben chmark for t he separate ac count r eal e state m anagers i s the National 
Council of Real Estate Investment Fiduciaries (NCREIF) index plus one percent.   

 
ALTERNATIVE INVESTMENTS 
 
8.6 The Fund's alternative investment portfolio is made up o f individual partnerships 

that generally last from ten to 12 years, with provisions for possible extensions 
beyond t he or iginal t erm. The i nterim per formance o f a par tnership i nvestment 
(anything prior to the termination of a par tnership) may not always be indicative 
of t he final r esults for a par ticular par tnership. T he i nterim v aluations of  a  
partnership's unde rlying i nvestments ( most o f w hich ar e p rivately-held 
companies) r eflect a hi gh deg ree o f s ubjectivity. A s a par tnership's und erlying 
investments are disposed of, either at a gain or at a loss, the interim performance 
begins to become more indicative of the partnership's final performance level. 

  
 The ultimate measure of a par tnership's performance is calculated from the total 

amount o f cash that i s contributed (paid-in) t o the par tnership compared to the 
timing and a mount o f c ash r eturned to t he Fund.  T he m ost c ommon 
measurement t ool i s c alculating a  net  c ompound annual  i nternal rate o f r eturn 
(Net IRR) which is a discounted cash flow analysis of the cash flows to and from 
the partnership over the life of the partnership. 

  
 The Fund expects our alternative investment portfolio to provide a higher return 

than publicly-traded equities over the long term (10-12 years). The Fund's return 
benchmark for our alternatives is the S&P 500 plus 4 percent. 

 
HISTORY 
 
8.7 Adopted: May 3, 2001; Revised 09/18/03; 05/03/07, 08/20/09 
 
REVIEW 
 
8.8 This policy shall be revised as necessary. 
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APPENDIX 1 - PERFORMANCE BENCHMARKS 
 
S&P 500:   T he Standard & Poor’s 500 Index covers 500 large cap stocks representing 
approximately 75% of the total U.S. equity market capitalization. Companies included in 
the index have market capitalizations of $3 bi llion or greater. A company’s weight in the 
index is proportional to its market value. This index is used as a benchmark for large cap 
domestic equity managers. 
 
Russell 3000 :   A  Fr ank R ussell C ompany i ndex c onsisting o f the 3 ,000 l argest U .S. 
companies as measured by total market capitalization, representing approximately 98% 
of the investable U.S. equity market. The largest company in the index has a market cap 
of approximately $70 billion and the smallest company is roughly $20 million. The 
Russell 3000 Index is the overall domestic equity benchmark. 
 
Russell 2000 :   A n i ndex c onsisting of  the 2, 000 s mallest s ecurities c ontained i n t he 
Russell 3000, representing approximately 8% of the investable U.S. equity market. The 
average market capitalization of companies in the index is approximately $580 million. 
This index is used as a benchmark for small cap domestic equity managers. 
 
Russell 1000 G rowth:   A n i ndex compiled from the s tocks of t he 1, 000 largest 
companies in the Russell 3000 which reflect a greater than average growth orientation. 
Stocks i n t he i ndex t end t o exhibit hi gher pr ice-to-book and pr ice-earnings r atios, and  
other gr owth characteristics. T he i ndex c ontains s tocks from app roximately 530  
companies. It is used as a benchmark for large cap domestic equity growth managers. 
 
Russell 1000 Value:   An index compiled from the stocks of the 1,000 largest companies 
in the Russell 3000 which reflect a less than average growth orientation. Stocks in the 
index tend t o ex hibit l ow price-to-book and pr ice-earnings ratios, and ot her v alue 
characteristics. The i ndex c ontains s tocks from appr oximately 720 c ompanies ( Note: 
there is roughly a 30% overlap of stocks in both the 1000 Growth and 1000 Value). The 
index is used as a benchmark for large cap domestic equity value managers. 
 
MSCI ACWI:   T he Morgan Stanley Capital International All Country Word Free ex U.S. 
Index. A n i ndex c omposed of  s ecurities from 48 dev eloped and em erging m arket 
countries of the Americas, Europe, the Middle East, Asia and t he Pacific, excluding the 
United S tates. The i ndex does  not  i nclude s ecurities form markets c losed t o foreign 
investment or those securities in open markets that are not purchasable by foreigners. 
The index is used as a benchmark for international equity managers. 
 
MSCI E merging Markets Fr ee:   T he Morgan S tanley C apital E merging Markets Fr ee 
Index is composed of securities from companies of 26 emerging market countries in 
Europe, Latin America, Asia and the Pacific. The index does not include securities from 
markets closed t o foreign i nvestment o r those securities i n open markets t hat ar e no t 
purchasable by foreigners. The index is used as a benchmark for emerging markets 
managers. 
 
Barclays Government/Credit Index:  T he Barclays  U .S. Government/Credit Long Index 
is a br oad market index similar in composition to the Barclays Government/Credit. The 
Barclays Long  i ndex i s composed o f those bonds w ithin t he G overnment/Credit i ndex 
that have maturities of 10 years or greater. This index is used as a benchmark for the 
fixed income long duration manager. 
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Barclays U.S. Universal Bond Index: The index covers most o f t he di fferent sectors in 
the U .S. fixed i ncome market i ncluding t he hi gh y ield s ector. The i ndex i s us ed as  a  
benchmark for our fixed income allocation. 
 
Barclays U .S. A ggregate I ndex: The i ndex c overs U .S. dol lar deno minated debt  
including treasury and v arious corporate bonds. This index is used as a benchmark for 
our fixed income core and opportunistic managers. 
 
CS Global High Yield Index:   The Credit Suisse High Yield Index is comprised of bonds 
rated B or lower with at least $75 million outstanding. It is used as a benchmark for high 
yield fixed income managers. 
 
Barclays U .S. G overnment I nflation-Linked Bond I ndex:  T he i ndex measures the 
performance of the U.S. Treasury Inflation Protected Securities (TIPS) market.  Inflation-
linked bond indices include only capital indexed bonds with a remaining maturity of one 
year or more. 
 
NCREIF:   The National Council of Real Estate Investment Fiduciaries Property Index is 
comprised of real properties of all types located throughout the United States and owned 
by institutional i nvestors. T he P roperty I ndex i ncludes pr operties t hat are encumbered 
with mortgages (leverage); the NCREIF Classic Property Index includes only properties 
without l everage. ( Note: The P ension Fund u sed t he C lassic P roperty I ndex as  a  
benchmark for real es tate m anagers t hrough June 30,  2001.  The N CREIF P roperty 
Index has been used since July 1, 2001.) 
 
Dow J ones Wilshire R eal E state S ecurities Index:  T he i ndex i ncludes R eal E state 
Investment Trusts (REITs) and Real Estate Operating Companies (REOCs).  A company 
must have a m inimum market capitalization of  $200 m illion at  t he t ime o f i ts i nclusion 
and at least 75% of the company’s total revenue must be derived from ownership and 
operation of real estate assets. 
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  Marketing Cessation 

APPENDIX 2 - SAMPLE LETTER - WATCH LIST 
 
Dear: 

Notice of Placement on Watch List 
 
This is to advise you that, in accordance with the provisions of the Manager Retention Policy as 
adopted by  t he B oard o f P ension C ommissioners, XYZ A sset M anagement, I nc. has  been  
formally placed on a Watch status. Firms are placed on a Watch status when their investment 
performance, changes in their investment style or changes within their organization cause the 
Board concern.   
 
The pu rpose o f the M anager R etention P olicy i s t o hel p ens ure the hi ghest l evels of  
performance by the Pension Fund's investment managers. The Policy requires regular 
evaluations of manager performance against objective standards, and the identification of those 
managers w hose per formance i ndicates t heir v alue-adding c apabilities hav e det eriorated. A  
copy of the Manager Retention Policy is enclosed, for your reference. 
 
Your firm has  been pl aced on our  w atch l ist f ollowing t he end of  t he S eptember 30,  200 2 
quarter. The por tfolio r eturned 5. 61% for the year endi ng S eptember 30 , 2002,  which i s l ess 
than the benchmark of the Solomon Broad Investment Grade Index of 8.38% and places XYZ 
Asset M anagement i n t he 83 rd percentile i n c omparison w ith a peer  gr oup o f s imilar fixed 
income managers. 
 
Department of Fire and Police Pensions’ staff will be contacting you to discuss specifics of your 
performance and your plans for improvement. Staff will also schedule you for a presentation of 
your plans for improvement to the full Board, at the earliest mutually convenient opportunity.  
 
Should the Board be dissatisfied with your portfolio’s performance, changes in your investment 
style, or changes within your organization, the Board may, in the best interests of the Pension 
Fund, vote to terminate your contract immediately. I  w ish to s tress that the Board retains the 
right t o t erminate a m anager's contract a t any  t ime dur ing the c ontract pe riod or  al low t he 
contract to expire, including while a firm is on Watch status.  
 
Should t here be any  ques tions, pl ease do no t hes itate t o c ontact M r. Tom Lopez , C hief 
Investment Officer, Department of Pensions, at (213) 978-4464. 
 
     Very truly yours, 
 
     ____________________, President 
     Board of Fire and Police Pension Commissioners 
 
Attachment 
 
Please sign and return a copy of this letter as acknowledgement of its receipt. 
 
By: _______________________________________________________ 
 Name: 
 Title: 
 
Date: _______________________________________________________ 
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  Attachment V 

MANAGER SELECTION AND RETENTION POLICY 
Section 8.4 - WATCH LIST POLICY 
Paragraph 2 
 
Existing Language: 
 
When a Manager is placed on the list, Staff will speak to the manager and send a letter 
(Appendix 2) as soon as possible to discuss the Board’s concern at which time that 
manager will sign and return that letter acknowledging their watch list notification by this 
Board. A manager will remain on the list until short and long term performance improves 
enough to warrant removal or the contract is terminated which can occur at any time. 
The Board will have a manager in for a review at one of the scheduled Board meetings 
during the first year the manager is on the list. After the Board has met with a manager 
for their watch status review, further meetings are at the Board’s discretion. 
Performance of the managers on the list will be evaluated annually, with emphasis on 
the three and five year returns, until the Board removes the manager from the list or 
ends the contract. 
 
Proposed Language (Redline): 
 
When a Manager is placed on the list, Staff will speak to the manager and send a letter 
(Appendix 2) as soon as possible to discuss the Board’s concern at which time that 
manager will sign and return that letter acknowledging their watch list notification by this 
Board. A manager will remain on the list until short and long term performance improves 
enough to warrant removal or the contract is terminated which can occur at any time. 
The Board will have a manager in for a review at one of the scheduled Board meetings 
during the first second consecutive year the manager is on the list. After the Board has 
met with a manager for their watch status review, further meetings are at the Board’s 
discretion. Performance of the managers on the list will be evaluated annually, with 
emphasis on the three and five year returns, until the Board removes the manager from 
the list or ends the contract. 
 
Proposed Language (Clean): 
 
When a Manager is placed on the list, Staff will speak to the manager and send a letter 
(Appendix 2) as soon as possible to discuss the Board’s concern at which time that 
manager will sign and return that letter acknowledging their watch list notification by this 
Board. A manager will remain on the list until short and long term performance improves 
enough to warrant removal or the contract is terminated which can occur at any time. 
The Board will have a manager in for a review at one of the scheduled Board meetings 
during the second consecutive year the manager is on the list. After the Board has met 
with a manager for their watch status review, further meetings are at the Board’s 
discretion. Performance of the managers on the list will be evaluated annually, with 
emphasis on the three and five year returns, until the Board removes the manager from 
the list or ends the contract. 
 



 

 

 
DEPARTMENT OF FIRE AND POLICE PENSIONS 

360 East Second Street, Suite 400 
Los Angeles, CA 90012 

(213) 978-4545 
 
 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 
DATE:            FEBRUARY 5, 2015 ITEM:  B.4  
 
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 
 
SUBJECT: CONSIDERATION OF THE 2015-18 THREE YEAR STRATEGIC PLAN AND 

POSSIBLE BOARD ACTION 
 

RECOMMENDATION 
 
That the Board:  
 

1. Consider and approve the 2015-18 Three Year Strategic Plan, which includes the following 
elements: Vision, Mission, Values, Goals, Objectives and Strategic Initiatives (Attachment);  

 
2. Direct Staff to return to the Board with a 2015-16 Business Plan on March 19, 2015 that 

includes Business Plan Projects that will help to achieve LAFPP Goals, Objectives and 
Strategic Initiatives.  

 
DISCUSSION 
 
On December 4, 2014, the Board and LAFPP managers engaged in a second strategic planning 
session facilitated by an outside consultant (Alta Mesa Group). This session provided an 
opportunity for the Board and managers to work together to review and revise our Mission 
Statement, Values, Goals, Objectives and Strategic Initiatives. At that meeting, staff were directed 
to return to the Board with a completed Strategic Plan for approval that would include all of these 
elements.  

 
Mission Statement  
 
During the session, the Board remarked that the current LAFPP Mission is very similar to the 
Los Angeles Police Department motto “To Protect and to Serve”. Therefore, the Mission 
Statement language was revised to be more inclusive of our entire membership.  
 
Current: To advance the health and retirement security of those who dedicate their careers to 
serve and protect the people of Los Angeles.   
 
Proposed: To advance the health and retirement security of those who dedicate their careers and 
risk their lives to protect the people of Los Angeles.  
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Values 
 
Values are defined as LAFPP guiding principles, beliefs and a Code of Behavior that form an 
important part of the foundation on which LAFPP staff and the Board operate. Staff had previously 
proposed six Values: Accountability, Collaboration, Compassion, Dedication, Ethics and 
Transparency. At the December 4th meeting, the Board and managers approved these Values in 
concept and asked that each of the Values be defined. The Board also asked that ‘Efficiency’ be 
added as a Value to reflect our commitment to operational efficiencies.  
 
Based on recent staff meetings to define these Values, staff now recommends adding ‘Respect’ 
as a Value in-lieu of ‘Compassion’ and ‘Dedication.’ Staff believes ‘Respect’ best encompasses 
how we treat each other, our members and stakeholders. 
 
Current Values: Not applicable; Values have not been codified previously. 
 
Proposed Values and Definitions:  
 
1) Accountability – We recognize our responsibility to our members to deliver promised pension 

benefits. We ensure appropriate oversight to achieve excellence in service, operational and 
investment decision making.  
 

2) Collaboration – We value teamwork to achieve success and encourage staff at all levels to 
share ideas and offer suggestions for improving operations. We are enriched by our 
engagement with the Board, our members and our stakeholders.  

 
3) Efficiency – We continually search for ways to deliver quality services and reduce 

administrative expenses. We promote innovation throughout the organization and use 
performance measurement to drive decisions.  

 
4) Ethics – We preserve the public trust by adhering to the ethical standards established by the 

State, the City, and our Board Policies.    
 

5) Respect – We treat each other and our members with kindness and dignity. We promote a fair 
environment and support each other by sharing information and knowledge to ensure we 
deliver quality services. 

 
6) Transparency – We strive to always provide clear, accurate and complete information and 

transact business decisions in an open manner so that our members, the City, and the public 
can trust that our decisions are fair, honest and ethical.  

 
Goals, Objectives and Strategic Initiatives 
 
At the December 4th session, the General Manager proposed an expansion of the primary goals 
from three to five to more fully capture the breadth of the longer-term “theme” and objectives of 
the Board. The General Manager also presented Objectives and Strategic Initiatives designed to 
help LAFPP meet its Goals. During this session, the Board and managers broke into groups to 
discuss these Goals, Objectives and Strategic Initiatives in greater detail and the results were 
presented to the full group. Based on these discussions, the Board and managers agreed to the 
five goals listed below with some minimal language revisions.  
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Current LAFPP Goals:  
1)  Customer Service 
2)  Risk Management 
3)  Communications and Stakeholder Relations 
 
Proposed LAFPP Goals:  
1) Ensure a financially sound retirement system 
2) Manage risk throughout the organization 
3) Enhance customer service to our members 
4) Pursue operational efficiencies 
5) Enhance communication efforts and outreach 

 
Subsequent to the December 4th session, Executive staff met over several days and revised the 
Goal Objectives and Strategic Initiatives to incorporate comments from the break-out sessions, 
and consolidate and refine the language.  
 
Also, Executive staff determined that some of the items initially labeled as Strategic Initiatives 
should be removed from the Strategic Plan as they reflected specific projects that were better 
suited for future Business Plans. Strategic Initiatives generally reflect high-level, aspirational 
statements that will guide the organization over the next several years. Conversely, the annual 
Business Plans will include specific, measurable projects to help us achieve our Strategic Goals, 
Objectives and Initiatives (Attachment).  

 
BUDGET 
 
LAFPP has incurred $10,500 to date utilizing the Alta Mesa Group, inclusive of travel expenses. 
Budgetary impact of the 2015-16 Business Plan will be included in 2015-16 Budget to be 
presented to the Board on March 19, 2015. 
 
 
POLICY  
 
No policy changes are being recommended. 
 
 
 
This report was prepared by:  
 
Stephanie Clements, Chief Management Analyst 
Administrative Operations Division 
 
RPC:WSR:SHC 
 
Attachment 
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LOS ANGELES FIRE & POLICE PENSIONS 2015-18  
THREE-YEAR STRATEGIC PLAN 

 
 

Vision 

To be a leader and innovator in the public pension industry through 
an uncompromising dedication to excellence, customer service, 
transparency and education 

 
 
 

Mission 
To advance the health and retirement security of those who 
dedicate their careers and risk their lives to protect the people of 
Los Angeles 

 
 

Goals 
 

1. Ensure a financially sound retirement system 
2. Manage risk throughout the organization 
3. Enhance customer service to our members 
4. Pursue operational efficiencies 
5. Enhance communication efforts and outreach 
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Values 
 
I) Accountability – We recognize our responsibility to our members to deliver 

promised pension benefits. We ensure appropriate oversight to achieve excellence 
in service, operational and investment decision making.  
 

II) Collaboration – We value teamwork to achieve success and encourage staff at all 
levels to share ideas and offer suggestions for improving operations. We are 
enriched by our engagement with the Board, our members and our stakeholders.  

 
III) Efficiency - We continually search for ways to deliver quality services and reduce 

administrative expenses. We promote innovation throughout the organization and 
use performance measurement to drive decisions.  

 
IV) Ethics – We preserve the public trust by adhering to the ethical standards 

established by the State, the City, and our Board Policies.   
 

V) Respect - We treat each other and our members with kindness and dignity. We 
promote a fair environment and support each other by sharing information and 
knowledge to ensure we deliver quality services.   
 

VI) Transparency – We strive to always provide clear, accurate and complete 
information and transact business decisions in an open manner so that our 
members, the City, and the public can trust that our decisions are fair, honest and 
ethical.  
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Goals, Objectives and Strategic Initiatives 
 

Goal 1: Ensure a Financially Sound Retirement System 
 
Objective 
• Achieve our long-term investment performance targets. 
 
Strategic Initiatives  
a) Employ prudent risk-adjusted asset allocation strategies, measure portfolio 

performance against the appropriate benchmark(s) and take action when investment 
objectives are not met. 

 
 
Objective  
• Pursue funding policies and strategies that fund our member benefits. 
 
Strategic Initiatives 
a) Adopt sound actuarial policies and assumptions that balance the goals of: 1) keeping 

contributions relatively stable; 2) equitably allocating the cost of benefits over the 
member’s period of actual service; and 3) achieving long-term full funding of the cost of 
benefits over time; and  

b) Explore local and sustainable investment opportunities that complement our portfolio 
objectives and comply with our investment goals concerning risk, return and 
diversification. 

 
 

Goal 2:   Manage Risk Throughout the Organization 
 
Objective  
• Maintain & promote a culture of risk awareness with an enterprise-wide view. 
 
Strategic Initiative  
a) Develop a top-down risk-intelligent culture that proactively identifies and acts to 

manage risk exposure, through enhanced governance, Board and staff training, and 
collaboration with stakeholders.  

 
_______________________________________________________________________ 

 
Objective 
• Actively monitor systems and processes to reduce or minimize risk. 
  
Strategic Initiative 
a) Assess and test our systems and processes through periodic audits, risk assessments 

and technology to help mitigate and minimize risk in our organization. 
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Goal 3: Enhance Customer Service to our Members 

 
Objective  
• Deliver superior customer service that is adaptive to our member needs. 

 
Strategic Initiatives 
a)  Research and implement technology solutions to upgrade our business processes to 

better serve our members; 
b) Expand educational opportunities to our members regarding their benefits and our 

services so that they can make informed decisions about retirement security and health 
care; and 

c)  Enhance member access to information regarding the cost of health care options and 
alternative methods of service delivery. 

 
_______________________________________________________________________ 

 
Goal 4: Pursue Operational Efficiencies 

 
Objective 
• Implement industry best practices for continuous improvement. 
 
Strategic Initiative 
a) Research, identify and pursue best practice opportunities throughout the organization.   
 
________________________________________________________________________ 

 
Objective  
• Foster a “team approach” or culture of collaboration within and outside the Department 

to facilitate innovation. 
 

Strategic Initiative 
a) Increase team engagement and encourage ideas and suggestions from the Board, 

employees and stakeholders to improve knowledge and communications. 
 
________________________________________________________________________ 
 
Objective 
• Ensure staff is provided the necessary support and tools for success.  
 
Strategic Initiative 
a) Develop and implement a comprehensive strategy that includes employee 

development, recruitment, retention, and succession planning.  
 
________________________________________________________________________ 
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Goal 5: Enhance Communication Efforts and Outreach 
 
Objective  
• Enhance our communication to members, the City, and the public regarding our Plan. 
 
Strategic Initiative 
a) Provide members, the City, and the public with thorough and timely information utilizing 

a range of communication methods to help promote our system and build good 
relations with our stakeholders; and 

b) Strengthen relationships and enhance interactions with the Police, Harbor and Fire 
Departments, along with other City agencies, employee unions and retiree 
associations. 

 
________________________________________________________________________ 
 
Objective 
• Promote LAFPP's Emerging Manager Program as a leader in the pension industry 
 
Strategic Initiatives 
a) Continue building and elevating the profile of our LAFPP Emerging Manager Program.  
________________________________________________________________________ 

 
 



 

 

DEPARTMENT OF FIRE AND POLICE PENSIONS 
360 East Second Street, Suite 400 

Los Angeles, CA 90012 
(213) 978-4545 

 
 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 
DATE: FEBRUARY 5, 2015 ITEM:  C.2 
 
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 
 
SUBJECT: STATUS OF THE DIRECT HIRE EMERGING MANAGER SEARCHES 

 
THIS REPORT IS PROVIDED TO THE BOARD FOR INFORMATIONAL PURPOSES.  

 
 
BACKGROUND 
 
The Board has three searches currently in process for the direct hire of emerging managers. The 
details of each search are: 
 
Small and Micro Cap Managers 
 
The search opened on September 29, 2014 and closed on November 14, 2014. Responses were 
received for 89 small cap products and 22 micro cap products. 
 
Fixed Income Managers 
 
The search opened on September 29, 2014 and closed on November 14, 2014. Responses were 
received for 32 products. 
 
Large Cap Managers 
 
The search opened December 22, 2014 and will close February 6, 2015. 
 
 
DISCUSSION 
 
The Board-approved process for emerging manager searches consists of several defined 
activities. Following the receipt of responses to a Request for Proposals (RFP), Staff and the 
consultant are expected to: (1) perform a quantitative and qualitative review of each response; (2) 
identify semi-finalists for further due diligence; (3) review the semi-finalists firms; and (4) identify 
finalist candidates. A list of finalist firms will then be presented to the Board for approval. Firms 
approved as finalists will then be scheduled for presentations to the Board, following which the 
Board will discuss and select managers for hire. 
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Staff and RVK are in the process of performing the quantitative and qualitative review of each 
response and identifying potential semi-finalists. RVK’s memos on the equity manager searches 
and the fixed income manager search are provided as attachments (1) and (2). Attachments (3), 
(4) and (5) provide summary information of the firms responding to each search (firms submitting 
multiple strategies will be listed more than once).  
 
Staff and RVK intend to return to the Ad Hoc Emerging Manager Committee at a meeting in 
March with the semi-finalists of each search.    
  
 
This report was prepared by:  
 
 
Rick Rogers 
Investment Officer 
 
RPC:TL:RR 
 
Attachments: 
 
(1) RVK Small/Micro Cap Emerging Manager RFP Memo dated February 5, 2015 
(2) RVK Fixed Income Emerging Manager RFP Memo dated February 5, 2015 
(3) Small Cap Emerging Manager Summary Information 
(4) Micro Cap Emerging Manager Summary Information 
(5) Fixed Income Emerging Manager Summary Information 
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Private Equity Commitment Pace 

Page 4 

1) Commitments made by prior investment advisors are attributed to their respective fund vintage years.  Each commitment recommended by Portfolio Advisors beginning 
in April 2010 is attributed to the year in which the commitment was approved/closed.  In 2010, Portfolio Advisors recommended $265.1MM with the balance of $85.0MM 
committed by prior investment advisors.  In 2011, Portfolio Advisors recommended $259.9MM with the balance of $20.0MM committed by a prior investment advisor.  
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 From 2010 to 2013, Portfolio Advisors recommended commitments averaging $263 
million per annum. The increase in 2014 was a result of an increase in the exposure 
target to 10% from 9% in late 2013 

 Four of LAFPP’s existing managers returned to market in late 2014 with new 
offerings that were highly oversubscribed. As a result, $70 million of commitments 
were approved in 2014 that have been applied to the 2015 commitment pace 
̶ If the $50 million of private equity commitments up for discussion are approved by the Board, commitments 

totaling $120 million will have been approved/closed for 2015 

$259.9 
MM 

$265.1 
MM $246.0 

MM 
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$280.0 
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Private Equity Investment Strategy 
 Focus on the following objectives: 

̶ Achieve and maintain a target allocation of approximately 10% of total Plan assets (increased from 9% on 
10/17/2013) 
• As of September 30, 2014, the private equity program is approximately 8.3% of total Plan assets 

̶ Commit approximately $300 million to $350 million to private equity per year (increased from $275 million 
to $325 million on 10/17/2013) 
• From 2010 to 2013, $1,050.9 million was closed across 63 funds 
• In 2014, $360.0 million was closed across 18 funds 
• Late 2014, $70.0 million was approved/closed to four funds that is being applied to the 2015 commitment pace 

̶ Achieve long-term sector weightings approximating 50% Buyout (range 40% to 60%), 30% Special 
Situations (range 15% to 40%) and 20% Venture Capital (range 15% to 35%) 

̶ Seek geographic weightings approximating 65% to 85% US and 15% to 35% International, as well as 
increase weighting of Asia within International 

̶ Emphasize diversification and investment manager selection 
• Since Portfolio Advisors was hired in April 2010, LAFPP has approved/closed 85 commitments to 60 investment 

managers that total $1,480.9 million 
• Several commitments were made with the goal of increasing the Portfolio’s exposure to: Asia ($85.0 million to four 

funds), Diversified Emerging Markets ($15.0 million to one fund), Europe ($43.2 million to two funds) and 
Specialized Managers ($194.0 million to 22 funds) 

• During this time period, LAFPP has re-invested with 25 existing investment managers and invested with 35 new 
investment managers 

Page 5 ** Please note that Palladium Equity Partners IV is double counted due to the original commitment in 2010 and the subsequent re-up in 2013. 
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2015 Approved/Closed PE Commitments 

Long-Term  YTD 2015 Long-Term  YTD 2015 
$s in MM Sector Targets Commitments Sector Targets Commitments Under / (Over) 

Investment Strategy 

Buyout 50% 64% $162.5 $45.0 $117.5 

Special Situations 30% 0% $97.5 $0.0 $97.5 

Venture Capital 20% 36% $65.0 $25.0 $40.0 

Cumulative 100% 100% $325.0 $70.0 $255.0 

Please note long-term sector targets are based on an annual commitment pace of $325.0MM to private equity, the midpoint of Portfolio Advisors' target range of $300.0MM 
to $350.0MM. 2015 statistics are based on YTD approved/closed commitments of $70.0MM. 

 With continued improvement in the economy and capital markets, managers 
have been and will continue to return to market to raise new funds.  Portfolio 
Advisors expects that 2015 will be a solid year for fundraising 

 PA expects several of LAFPP’s existing managers to launch a new fund in 2015 



Los Angeles 
Fire & Police Pensions 

Manager Specialized or Core Investment 
$s in MM Status Manager Strategy Commitments 

Buyout Siris Partners III, LP Existing Core Middle Market $10.0 
American Securities Partners VII, LP Existing Core Middle Market $25.0 
Carrick Capital Partners II, LP Existing Specialized Middle Market $10.0 

YTD 2015 $45.0 
Long-Term Sector Target $162.5 

2015 Remaining $117.5 

Special Situations 
YTD 2015 $0.0 

Long-Term Sector Target $97.5 
2015 Remaining $97.5 

Fund Manager 1 1 Existing Core Distressed Debt $25.0 
Fund Manager 2 1 Existing Core Distressed Debt $25.0 

Venture Capital 
Insight Venture Partners IX, LP Existing Core Growth Stage $25.0 

YTD 2015 $25.0 
Long-Term Sector Target $65.0 

2015 Remaining $40.0 

Cumulative YTD 2015 $70.0 
Target Commitments for 2015 $325.0  

2015 Remaining $255.0  

2015 Approved/Closed PE Commitments (Continued) 
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1) The $50.0MM in commitments to two funds that are pending Board approval is not factored into any of the 2015 statistics above. 



Los Angeles 
Fire & Police Pensions 

Specialized Manager Criteria and Investment Strategy 
 The LAFPP Specialized Manager program focuses on private equity commitments 

to funds with a preference for the following: 
̶ First-, second- or third-time institutional funds for a given manager; 
̶ Funds with a stated target size of less than or equal to $500 million; 
̶ Managers of funds that are owned at the General Partner level by one or more minorities and/or women; 
̶ Funds that target companies which offer demographically-focused products and services to minorities and 

women; and 
̶ Funds that have a specialized strategy such as investing in companies located in California or Los Angeles 

 LAFPP’s Board approved $60 million for Portfolio Advisors to commit to Managers 
that fit one or more of the above criteria 
̶ Commitment sizes will range from $5 to $25 million   

 Specialized Manager investment activity is listed below: 

Page 8 

$s in MM YTD Remaining Pending 
Year Allocation Commitments Allocation Commitments 

2014 $60.0 $25.0 $35.0 $0.0 

2015 $35.0 $10.0 $25.0 $0.0 



Los Angeles 
Fire & Police Pensions 

Specialized Manager Commitments 

Page 9 

First, Second or Third Target Fund Size Minority * Woman California Specialized Cumulative 
$s in MM Institutional Fund ≤ $500.0 Ownership Ownership Office Investments Commitments Commitments 
2010 
Bertram Growth Capital II, LP    $25.0 

Total $25.0 $25.0 
2011 
Gridiron Capital Fund II, LP   $5.0 
Incline Equity Partners III, LP   $5.0 
Longitude Venture Partners II, LP      $10.0 
Palladium Equity Partners IV, LP 1   $10.0 
Pelion Ventures V, LP  $10.0 
Vivo Ventures Fund VII, LP  2   $10.0 

Total $50.0 $75.0 
2012 
Alta Growth Capital Mexico Fund II, LP    $5.0 
Carrick Capital Partners, LP   3  $4.0 
Clearlake Capital Partners III, LP 1,2  $5.0 
GenNx360 Capital Partners II, LP  3 $5.0 
ICV Partners III, LP  3  $10.0 
Mainsail Partners III, LP   $5.0 
SG Growth Partners II, LP   $10.0 
Siris Partners II, LP  1,3 $5.0 
StepStone Secondary Opportunities II, LP   1  $5.0 

Total $54.0 $129.0 
2013 
Palladium Equity Partners IV, LP** 1   $15.0 
Vista Foundation Fund II, LP   3  $15.0 

Total $30.0 $159.0 

* Minority Ownership Legend:        1) U.S. Hispanic        2) Asian American        3) African American 
**  Represents an additional commitment made to Palladium Equity Partners IV, which was originally approved in 2011. Total commitment to the fund is now $25 million. 



Los Angeles 
Fire & Police Pensions 

Specialized Manager Commitments (Continued) 
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First, Second or Third Target Fund Size Minority * Woman California Specialized Cumulative 
$s in MM Institutional Fund ≤ $500.0 Ownership Ownership Office Investments Commitments Commitments 
2014 
Blue Sea Capital Fund I, LP    $5.0 
NMS Fund II, LP   1 $5.0 
Oak HC / FT Partners, LP    $5.0 
Stripes Growth III, LP   $10.0 

Total $25.0 $184.0 

2015 
Carrick Capital Partners II, LP   2  $10.0 

Total $10.0 $194.0 

Cumulative 
Grand Total: $194.0 $194.0 

* Minority Ownership Legend:        1) U.S. Hispanic        2) Asian American        3) African American 
**  Represents an additional commitment made to Palladium Equity Partners IV, which was originally approved in 2011. Total commitment to the fund is now $25 million. 



Los Angeles 
Fire & Police Pensions 

Review of 2015 Commodities Investment Activity 
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Commodities Criteria and Investment Strategy 
 LAFPP approved an allocation to private equity funds focused on commodity 

investments in March 2012 
 Investment strategy is focused on the following objectives: 

̶ Source, review and close on commitments to groups that invest in agriculture, metals & mining, oil & gas 
and timber.  Emphasize diversification and investment manager selection, with two to three commitments 
per year 

̶ Target net asset value of approximately $160.0 million over a 4-6 year period 
• As of September 30, 2014, the Commodity Portfolio has $22.1 million of net asset value 

̶ Commit approximately $50.0 million per year 
• In 2012, $43.8 million was closed across three funds 
• In 2013, $25.0 million was closed to one fund 
• In 2014, $50.0 million was closed to two funds 

 Commodities investment activity is listed below: 
$s in MM Annual YTD Remaining Pending 

Year Commitment Pace Commitments Commitments Commitments 

2012 ~$50.0 $43.8 $0.0 $0.0 

2013 ~$50.0 $25.0 $0.0 $0.0 

2014 ~$50.0 $50.0 $0.0 $0.0 

2015 ~$50.0 $0.0 $50.0 $35.0 
  



Los Angeles 
Fire & Police Pensions 

Manager Investment 
$s in MM Status Strategy Commitments 

2012 

Apollo Natural Resource Partners, LP Existing Commodity Multi-strategy $15.0 

EnCap Energy IX, LP New Oil and Gas $18.8 

NGP Natural Resources X, LP Existing Oil and Gas $10.0 

2012 Total: $43.8 

2013 

NGP Agribusiness Follow-on Fund, LP Existing Agribusiness and Food Processing $25.0 

2013 Total: $25.0 

2014 

Molpus Woodlands Fund IV, LP New Timber $25.0 

NGP Natural Resources XI, LP Existing Oil and Gas $25.0 

2014 Total: $50.0 

2015 

Fund Manager 1 Existing Oil and Gas $35.0 

2015 Total: $35.0 

Cumulative 

 Grand Total: $153.8 

Commodities Commitments 
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1) The $35.0MM commitment to one fund that is pending Board approval is not factored into any of the 2015 statistics above. 
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Thank you! 
Liz Campbell 
(203) 662-3328 

lcampbell@portad.com 

Todd A. Hughes, CFA 
(203) 662-3461 

thughes@portad.com 



 

 

 
DEPARTMENT OF FIRE AND POLICE PENSIONS 

360 East Second Street, Suite 400 
Los Angeles, CA 90012 

(213) 978-4545 
 
 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 
DATE:            FEBRUARY 5, 2015                                                                    ITEM:  E.1.a 
   
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 

 
SUBJECT: APPROVAL OF TRAVEL AUTHORITY (CADE) – OPAL FINANCIAL GROUP, 

REAL ESTATE INVESTORS SUMMIT 
 
RECOMMENDATION 
 
That the Board approve Commissioner Carl Cade’s request to attend the Opal Financial Group,  Real 
Estate Investors Summit on March 29 - April 1, 2015 in Miami Beach, FL (March 29th and April 1st are travel 
days).  
 
DISCUSSION 
 
Commissioner Cade expressed interest in participating in the following conference:  
 
 Conference:  Real Estate Investors Summit 
 Sponsor:   Opal Financial Group 
 Dates:    March 30 – 31, 2015 
 Location:   Miami Beach, FL 
 Mode of transportation: Commercial Airline 
 
BUDGET 
 
Sufficient funds are available in the Fiscal Year 2014-15 Travel Account. Listed below is an estimated cost 
to travel for Commissioner Cade.  
 
 Registration $   395.00 
 Airfare 497.00 
 Hotel  1,068.00 
 Per Diem 213.00 
 Incidentals (mileage, parking, baggage & ground transportation)     239.00 
         TOTAL    $2,412.00 

 
 POLICY 

 
If approved by the Board, the proposed expenditures would be within the Board’s Travel and Education 
Policy. 
 
All information regarding the conference is contained in the attached agenda. 
 
This report was prepared by:  
 
Evangelina Masud, Executive Administrative Assistant 
Administrative Operations Division 
 
RPC:WSR:EM 
Attachment - Conference agenda 
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DEPARTMENT OF FIRE AND POLICE PENSIONS 

360 East Second Street, Suite 400 
Los Angeles, CA 90012 

(213) 978-4545 
 
 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 
DATE:            FEBRUARY 5, 2015                                                                ITEM:  E.1.b 
   
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 

 
SUBJECT: APPROVAL OF TRAVEL AUTHORITY (CADE) – PREA, 2015 CEO LEADERSHIP 

FORUM AND SPRING CONFERENCE 
 
RECOMMENDATION 
 
That the Board approve Commissioner Carl Cade’s request to attend the Pension Real Estate Association 
(PREA),  2015 CEO Leadership Forum and Spring Conference on March 24-27, 2015 in Washington, DC 
(March 24th  is travel day).  
 
DISCUSSION 
 
Commissioner Cade expressed interest in participating in the following conference:  
 
 Conference:  2015 CEO Leadership Forum and Spring Conference 
 Sponsor:   PREA 
 Dates:    March 25-27, 2015 
 Location:   Washington, DC 
 Mode of transportation: Commercial Airline 
 
BUDGET 
 
Sufficient funds are available in the Fiscal Year 2014-15 Travel Account. Listed below is an estimated cost 
to travel for Commissioner Cade.  
 
 Registration $   110.00 
 Airfare 342.00 
 Hotel  1,028.00 
 Per Diem 107.00 
 Incidentals (mileage, parking, baggage & ground transportation)     198.00 
         TOTAL  $1,785.00 

 
 POLICY 

 
If approved by the Board, the proposed expenditures would be within the Board’s Travel and Education 
Policy. 
 
All information regarding the conference is contained in the attached agenda. 
 
This report was prepared by:  
 
Evangelina Masud, Executive Administrative Assistant 
Administrative Operations Division 
 
RPC:WSR:EM 
Attachment - Conference invitation and agenda 
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M I N U T E S 
 

OF THE 
 

BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 

SPECIAL BOARD MEETING OF NOVEMBER 21, 2013 
 

The Governance Committee and members of the Board of Fire and Police Pension Commissioners of the City of 
Los Angeles met at the LACERS Board Room, located at the Los Angeles Times Building, 202 W. First Street, 
Suite 500, Los Angeles 90012 on Thursday, November 21, 2013.  
 
COMMITTEE 
 MEMBERS PRESENT: Sam Diannitto, Chair (telephonic participation) 
       Dean Hansell  
  Wayne Moore 
       Robert von Voigt 
 
OTHER BOARD MEMBERS:  Emanuel Pleitez 
  Ruben Navarro 
       Belinda Vega 
        
GOVERNANCE COMMITTEE 
  SUPPORT STAFF:  William Raggio, Executive Officer  
    
DEPARTMENT OF FIRE AND  
 POLICE PENSIONS:   Raymond P. Ciranna, General Manager  
   William Raggio, Executive Officer 
       Joseph Salazar, Assistant General Manager 
       Tom Lopez, Chief Investment Officer 
       Barbara Nobregas, Commission Executive Assistant 
        
CITY ATTORNEY’S OFFICE: Alan Manning, Assistant City Attorney 
 
The Governance Committee will be noted as a Special Board meeting since more than four Commissioners were 
present.  Chair Diannitto opted not to Chair the meeting because he was participating by telephone; Commissioner 
Hansell chaired and called the meeting to order at 8:35 a.m. All of the above Commissioners were present at the start 
of the meeting, with the exception of Commissioners Pleitez and Vega who both arrived at 8:39 a.m. 

 
1. CONSIDERATION OF GOVERNANCE BEST PRACTICES AND POSSIBLE COMMITTEE 

ACTION 
 
Chair Hansell opened for discussion the first recommendation related to the proposed Governance Manual 
Section 11.0. The recommendation was approved without discussion.   

ITEM: E.2.a



Minutes of the Board of Fire and Police Pension Commissioners 
Special Meeting of November 21, 2013 
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MOTION 
 
Commissioner Hansell moved that the Governance Committee recommend that the Board adopt the 
proposed Governance Manual Section 11.0 – Board Member Self-Assessment Policy and related Survey, 
and was approved by the following vote: ayes, Commissioners, Diannitto, Moore, von Voigt and Chair 
Hansell – 4.  
 
Chair Hansell opened for discussion the second recommendation requiring two elected and two appointed 
members sit on each committee, and the rotation of committee chairs.  
 
Ms. Stephanie Clements, Chief Management Analyst, Administrative Operations Division presented the 
report.  
 
Mr. William Raggio, Executive Officer stated that research was conducted to find a solution to address 
concerns expressed by Board members over time regarding the effectiveness of the committees. He stated 
that other boards deal with the same issues regarding committees. There is no one size fits all solution. Staff 
considers the recommendation a partial solution. If the committees are equally represented by elected and 
appointed Commissioners, committee reports are more likely to be approved at the board level.  
 
General Manager Ciranna stated there are three options for the committee to consider in regards to the 
committee chair: 1) the board president selects the chair; 2) continue the same practice to vote annually for 
chair; 3) rotate the position so the vice chair may take over the next year. He suggested bringing options to 
remedy the situation and for the Governance Committee’s consideration.  
 
President Navarro stated he preferred that at least one appointed and one elected member sit on each 
committee since the board is not equally split.  
   
Chair Hansell separated the vote on the two issues of the committee composition and the committee chair.  
 
Chair Hansell stated after the committee vetted the issues, it was the consensus of the committee that staff 
research all the options in regards to the committee structure, and that committees elect their own chair, with 
the chair remaining in position for two consecutive years.  
 
Mr. Raggio clarified that the second recommendation regarding Section 5.0 requires Committee approval 
and that the change is associated with the self-assessment survey.  
 

MOTION 
 
Chair Hansell moved that the Governance Committee recommend that the Board approve the revised 
Governance Manual Section 5.0 – Governance Committee Duties and Responsibilities, and was approved by 
the following vote: ayes, Commissioners Diannitto, Moore, von Voigt and Chair Hansell – 4; nays, none.  
 

ITEM: E.2.a
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2. PUBLIC COMMENTS 

 
There was no public comment.  

 
 

 The meeting adjourned at 8:57 a.m.  
 
 
 

                                      
                President  
 
   
                                                                                     Secretary 
 
 

 

ITEM: E.2.a



M I N U T E S 
 

OF THE 
 

BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 

SPECIAL BOARD MEETING OF SEPTEMBER 18, 2014 
 
The Board of Fire and Police Pension Commissioners of the City of Los Angeles met at the LACERS 
Board Room, located at the Los Angeles Times Building, 202 W. First Street, Suite 500, Los Angeles 
90012 on Thursday, September 18, 2014. 
 
COMMISSIONERS PRESENT: Belinda Vega, President  

George Aliano 
     Cielo Castro 

Ruben Navarro  
Pedram Salimpour 

     Corinne Tapia 
      

COMMISSIONERS ABSENT: Carl Cade  
     Sam Diannitto 

Robert von Voigt, Vice President 
 
DEPARTMENT OF FIRE AND  
  POLICE PENSIONS:   Raymond P. Ciranna, General Manager 

William Raggio, Executive Officer   
    Barbara Nobregas, Commission Executive Assistant  

 
CITY ATTORNEY’S OFFICE: Alan Manning, Assistant City Attorney 
      
     
President Vega called the meeting to order at 11:31 a.m. All of the above-listed Commissioners were 
present at the start of the meeting.  
 
 

1. GENERAL PUBLIC COMMENT ON MATTERS WITHIN THE BOARD’S JURISDICTION  
 

There were no public comments.  
 
2. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54956.9(a) TO CONFER 

OR DISCUSS WITH, OR RECEIVE ADVICE FROM, ITS LEGAL COUNSEL REGARDING 
PENDING LITIGATION AND POSSIBLE ACTION RE: JACK FRY, ET AL. (LOS ANGELES 
SUPERIOR COURT CASE NO. BS140201) 
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The Board met in closed session.  
 
 

3. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54956.9(a) TO CONFER 
OR DISCUSS WITH, OR RECEIVE ADVICE FROM, ITS LEGAL COUNSEL REGARDING 
PENDING LITIGATION AND POSSIBLE ACTION RE: TOWNSEND V. TOWNSEND 
(LOS ANGELES SUPERIOR COURT, CASE NO. D996173) 

 
The Board met in closed session.  

 
Upon reconvening in open session, President Vega stated that there was no public report.  
 

 
The meeting adjourned at 12:02 p.m. 
 
 
 
 

                                      
          President  
   
                                                                     Secretary 
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