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MAY 15, 2014 
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Los Angeles Times Building 
202 W. First Street, Suite 500 

Los Angeles, CA 90012 
 

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. 

 
1. ELECTION OF VICE CHAIR AND POSSIBLE COMMITTEE ACTION  
 
2. PUBLIC PENSION PLANS EMERGING AND DIVERSE MANAGER 

PROGRAMS AND POSSIBLE COMMITTEE ACTION 
 
3. DISCUSSION OF THE UNDERLYING MANAGERS IN THE FIS AND ATTUCKS 

PORTFOLIOS AND POSSIBLE COMMITTEE ACTION 
  
4. PUBLIC COMMENTS 
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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 AD HOC EMERGING INVESTMENT MANAGERS COMMITTEE 
 
MAY 15, 2014 ITEM:   2  
 
FROM: Raymond P. Ciranna, General Manager 
 
SUBJECT: PUBLIC PENSION PLANS EMERGING AND DIVERSE MANAGER PROGRAMS 

AND POSSIBLE COMMITTEE ACTION 
 

RECOMMENDATIONS 
 
That the Committee review the research on public pension plans’ emerging and diverse manager 
programs nationwide and provide direction to Staff. 
 
BACKGROUND 
 
The term “Emerging Manager” is defined in the Board’s Emerging Manager Policy as 
“independent investment management firms that manage less than $2 billion in firm-wide assets 
for any emerging manager retained directly by the Los Angeles Fire and Police Pension System.”  
Since the passage of Proposition 209 in California in 1996, the consideration of race, gender or 
ethnicity as allowable criteria in public contracting decisions has been eliminated.  The Board’s 
definition of “Emerging Manager” conforms to the requirements of the California State 
Constitution.   
 
The System’s first emerging manager was hired in 1987.  The formal Emerging Manager program 
began with the approval of the first Emerging Manager Policy in 1991.  The Board has directly 
hired several emerging manager firms over the years to manage both equities and fixed income 
portfolios, and the program has also been extended to the private equity and the real estate asset 
classes.  Two direct-hire firms have been managing securities for the System for over 10 years: 
Daruma Capital Management, LLC (small cap value equities – hired in 1998) and LM Capital 
Group, LLC (opportunistic fixed income – hired in 1997).  Both firms have grown considerably 
since initially being hired by the Board, and due to their assets under management neither 
currently qualifies as an emerging manager.  However, because the firms are 51% or more 
minority-owned or woman-owned, they are classified by the System as “Diverse.” 
 
Staff maintains a list of all Emerging and Diverse Managers (Attachment I) by asset type.  As of 
March 31, 2014, the System has $2.0 billion invested in Emerging and Diverse Managers.  This 
does not include the MBE/WBE Broker Commission Usage (10.78% as of December 31, 2013). 
 
DISCUSSION 
 
Staff endeavored to compare the System’s investments in Emerging and Diverse Managers with 
other public pension plans nationwide.  Using a variety of information sources Staff attempted to 
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determine how many public funds used emerging and/or diverse managers. Attachment II is a list 
that the State Universities Retirement System of Illinois’ (SURS) put together.  It is not a complete 
list but it captures most plans that do have an emerging and/or diverse manager program.  The 
number that do is small when compared to the 800 plus public plans that exist.  Staff estimates it 
to be somewhere between forty to fifty plans.  The next step was to compare how much of each 
plan’s assets were invested with Emerging and Diverse Managers.  Staff soon discovered several 
issues that made comparisons difficult: 
 

• Not all plans that have Emerging Manager programs report how much of their assets are 
managed by Emerging Managers.  Some plans publically list all their managers, including 
their emerging managers, in their Comprehensive Annual Financial Report (CAFR) or 
their quarterly/annual performance reports.  On the Public Pension Plans Emerging and 
Diverse Managers Assets Under Management (Attachment III), the plans that have raw 
data available, but need to be tallied and calculated are labeled “Need to Tally.”  Other 
plans that do not report nor provide their CAFR and/or quarterly/annual report to the 
public are labeled “Not Available.”  
 

• Because plans fall under different jurisdictions with different laws and ordinances, they do 
not define “Emerging Managers” the same, thus those that do report, are reporting only 
their definition of an Emerging Manager.   For example, SURS includes disability-owned 
investment manager firms along with minority and female-owned firms and Illinois-based 
firms. 

 
• Plans have different perspectives regarding the inclusion of passively managed accounts 

in the Emerging Manager programs.  Some plans specifically states in their Emerging 
Policy the use of active investment managers in their Emerging Manager program, while 
others do not.  Thus, one or two large passive accounts managed by an emerging 
manager will significantly increase the number reported by the plan.  For example, more 
than 52% of the Emerging and Minority Investment Manager program at Illinois State 
Board of Investment are accounts with an index fund manager.   

 
CONCLUSION 
 
Based on the information available, the System’s current investment in Emerging and Diverse 
Managers is one of the highest in the nation.  At $2.0 billion, it is 11.3% of the total fund, and 
17.4% of the actively managed accounts. 
 
This report was prepared by 
 
 
Annie Chao 
Investment Officer 
 
RPC:TL:RR:DN:AC 
 
Attachment I – LAFPP Emerging and Diverse Managers as of March 31, 2014  
Attachment II – State Universities Retirement System of Illinois List of Known US Pension Plans 

  Utilization of Emerging Managers 
Attachment III – Public Pension Plans Emerging and Diverse Managers AUM 
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REPORT TO THE AD HOC EMERGING INVESTMENT MANAGERS COMMITTEE 
 
MAY 15, 2014 ITEM:  3  
 
FROM: Raymond P. Ciranna, General Manager 
 
SUBJECT: DISCUSSION OF THE UNDERLYING MANAGERS IN THE FIS AND ATTUCKS 

PORTFOLIOS AND POSSIBLE COMMITTEE ACTION 
 
 
RECOMMENDATION 
 
That the Ad Hoc Emerging Investment Managers Committee review the underlying managers in 
the FIS and Attucks Manager of Emerging Managers portfolios and provide direction to Staff. 
  
 
BACKGROUND 
 
On April 3, 2014 the Board met and interviewed a total of nine Manager of Emerging Manager 
firms. After the presentations were completed six Board members remained and discussed the 
candidates and the structure of the emerging manager program going forward. After some 
discussion, the Board voted to continue the discussion until the next Board meeting and asked 
Staff for guidance concerning possible alternatives.  
 
On April 17, 2014 Staff presented its recommendations to the Board.  The Board approved 
retaining Attucks Capital Management (Attucks) for small cap management and maintaining the 
current allocation of approximately $100 million.  The Board also approved changing the mandate 
of FIS Group, Inc. (FIS) from a domestic all-cap strategy to an International strategy, with an 
allocation of $100 million.  Lastly, the Board approved the expansion of the Emerging Manager 
program from $280 million to $300 million, with the remaining $100 million of the program to be 
dedicated towards the direct hiring of Emerging Managers. 
 
The Board referred the discussion of the process for the direct hiring of Emerging Managers to 
the Ad Hoc Emerging Manager Committee, and requested that Staff provide descriptions and 
performance information for the underlying managers in the Attucks and FIS portfolios.  The 
Committee can direct RVK to query its database for additional candidates if the Committee is not 
satisfied with the underlying managers in the Attucks and FIS portfolios.  
 
Attached are the descriptions and performance data of the managers in the Attucks and FIS 
portfolios.  
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This report was prepared by:  
 
Paul Palmer 
Investment Officer  
 
RPC:TL:RR:PGP 
 
 
Attachments:  (I) Attucks’ Underlying Managers Descriptions 
      (II) Attucks’ Underlying Managers Performance 
      (III) FIS’ Underlying Managers Descriptions  
      (IV) FIS’ Underlying Managers Performance      


	Board of Fire and Police Pension Commissioners
	PUBLIC PENSION PLANS EMERGING AND DIVERSE MANAGERPROGRAMS AND POSSIBLE COMMITTEE ACTION
	05-15-14 02-Public Pension Plans Emerging & Diverse Mgr Programs
	DEPARTMENT OF FIRE AND POLICE PENSIONS

	05-15-14 02- Emerging & Diverse Mgr Programs (Attach 1)
	Econonmically Targeted Invest.

	05-15-14 02- Emerging & Diverse Mgr Programs (Attach II)
	05-15-14 02- Emerging & Diverse Mgr Programs (Attach III)
	Sheet1


	DISCUSSION OF THE UNDERLYING MANAGERS IN THE FIS AND ATTUCKSPORTFOLIOS AND POSSIBLE COMMITTEE ACTION
	05-15-14 03-Underlying Managers in Attucks & FIS rpt
	DEPARTMENT OF FIRE AND POLICE PENSIONS

	05-15-14 03-Underlying Managers (Attach I)
	05-15-14 03-Underlying Managers (Attach II)
	Sheet1

	05-15-14 03-Underlying Managers (Attach III)
	05-15-14 03-Underlying Managers (Attach IV)
	Trailing Perf
	Annual Perf





