
 
 

  
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 701 East 3rd Street, 2nd Floor, Los Angeles, California 90013, 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) 279-3038 or by e-mail at rhonda.ketay@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) 279-3000 voice or (213) 628-7713 TDD. 
 

 
A. ITEMS FOR BOARD ACTION 
 

1. FOLLOW UP TO INTERNAL REVENUE CODE OPERATIONAL COMPLIANCE 
AUDIT AND POSSIBLE BOARD ACTION 

 
2. PRESENTATIONS BY SPECIALIZED PRIVATE EQUITY INVESTMENT MANAGERS 

AND POSSIBLE BOARD ACTION  
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B. REPORTS TO THE BOARD 
 

1. SEMI-ANNUAL REVIEW OF CORE AND SPECIALIZED MANAGER PRIVATE 
PROGRAMS AND THE COMMODITIES ALLOCATION TO PRIVATE EQUITY 

 
2. PRESENTATION BY PRINCIPAL REAL ESTATE INVESTORS 
 
3. VERBAL UPDATE ON STATUS OF CITY PROPOSAL TO TRANSFER AIRPORT 

POLICE TO LOS ANGELES FIRE AND POLICE PENSIONS 
 
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 July 21, 2016 
 
b. Other business relating to Department operations 

 
C. CONSENT ITEMS   
 

1. APPROVAL OF TRAVEL AUTHORITY (NAVARRO) – NCPERS, 2016 PUBLIC 
SAFETY EMPLOYEES PENSION & BENEFITS CONFERENCE 
 

2. APPROVAL OF TRAVEL AUTHORITY (NAVARRO) – IFEBP, 62ND ANNUAL 
EMPLOYEE BENEFITS CONFERENCE  

 
D.  CONSIDERATION OF FUTURE AGENDA ITEMS 
 
E. GENERAL PUBLIC COMMENT ON MATTERS WITHIN THE BOARD’S JURISDICTION 
 
F.  DISABILITY CASE 
 
 Alternative 2 
 

Terminated Police Officer III Richard Driscoll.  Mr. Driscoll will be represented by Thomas 
J. Wicke, Esq. of Lewis, Marenstein, Wicke, Sherwin and Lee. 
 

G. CLOSED SESSION ITEMS FOR POSSIBLE BOARD ACTION 
 

1. CLOSED SESSION PURSUANT TO SUBDIVISIONS (a), (d)(2), AND (e)(1) OF 
GOVERNMENT CODE SECTION 54956.9, TO CONFER WITH AND RECEIVE 
ADVICE FROM LEGAL COUNSEL REGARDING A SIGNIFICANT EXPOSURE TO 
LITIGATION 
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2. CLOSED SESSION PURSUANT TO SUBDIVISIONS (a) AND (d)(1) OF 
GOVERNMENT CODE SECTION 54956.9 TO CONFER WITH LEGAL COUNSEL 
REGARDING PENDING LITIGATION, IN THE FOLLOWING CASE: ALLEN ET AL. V. 
OVER AND OVER READY MIX ET AL. (CASE NUMBER BC553839) 

 



 

 

 
DEPARTMENT OF FIRE AND POLICE PENSIONS 

701 E. 3rd Street, Suite 200 
Los Angeles, CA 90013 

(213) 279-3000 
 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 
DATE:            AUGUST 4, 2016 ITEM:  A.1 
 
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 
 
SUBJECT: FOLLOW UP TO INTERNAL REVENUE CODE OPERATIONAL COMPLIANCE 

AUDIT AND POSSIBLE BOARD ACTION 
 

RECOMMENDATION 
 
That the Board review, receive and file this report. 

 
BACKGROUND 
 
LAFPP received its most recent favorable Determination Letter (DL) from the Internal Revenue 
Service on November 12, 2014.  Although the Plan language was deemed compliant with Internal 
Revenue Code (IRC) provisions, Staff believed there may be areas for improvement in operational 
compliance. Additionally, as staff were preparing for the programming and implementation of the 
new pension administration system, we thought it would be beneficial to have our administrative 
processes reviewed by a third party prior to rolling out a new software system.  Therefore, on 
August 21, 2014, the Board awarded a contract to The Segal Company (Segal) to perform an 
independent review of the administrative operations and practices of the System to determine 
whether it meets the standards set forth in the plan documents and is compliant with applicable 
federal tax laws. 
 
DISCUSSION 
 
The completed IRC Operational Compliance Audit was presented to the Board at its October 1, 
2015 meeting (Attachment 1).  The audit concluded that LAFPP is substantially in compliance with 
the requirements under the IRC § 401(a), related Treasury Regulations and other applicable federal 
laws.  Overall, it appears the administration of the Plan is generally consistent with IRS rules and 
governing Plan documents.  There were a few areas of administration of the Plan where Segal 
recommended further review and/or modification.  A summary of the audit recommendations, staff 
and City Attorney/outside tax counsel analysis, and disposition for each item follows. 
 
AUDIT RECOMMENDATIONS 
 
#1 – Division of pensions upon dissolution of marriage 
Begin reporting payments to non-spouse alternate payees as taxable distribution to member 
(including former domestic partners and beneficiaries after death of former spouse) 
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Outside tax counsel reviewed and concluded that because the law is unclear, they do not think it is 
unreasonable to continue LAFPP's current practice of treating the beneficiary of a deceased former 
spouse (alternate payee) as the distributee for tax purposes.  Application of federal tax law to such 
a beneficiary is not clear, particularly for a non-ERISA, California-based plan where an alternate 
payee’s interest can be inherited in some cases.  However, for an alternate payee who is a former 
domestic partner, and not a spouse, the member should be treated as the distributee for tax 
purposes.  As such, staff has modified its procedures and is updating our communication materials 
to ensure retired members with former domestic partners receiving community property payments 
are treated as the distributee for tax purposes. 
 
#2A – Required minimum distributions – Non-spouse Beneficiaries  
Monitor the minimum incidental death benefit rule on a case-by-case basis and restrict the 
survivorship percentages according to the IRS table, to the extent necessary OR restrict joint and 
survivor annuities to non-spouse beneficiaries to a percentage not greater than 50% of the 
member’s pension at the date of death. 
 
Outside tax counsel reviewed and generally agreed with Segal’s recommendation (i.e., staff will 
monitor the minimum incidental death benefit rules for compliance with the adjusted 
employee/beneficiary age difference under Treasury Regulations for surviving domestic partners; 
this monitoring is being programmed in LAFPP’s new pension administration system).  As noted by 
the auditors, this restriction does not apply to Minor Child benefits, as such benefits are only 
payable until the last child reaches age 18 (or age 22 if a full-time student), and therefore are not 
subject to the restrictions on survivorship percentages.  Outside tax counsel provided further 
analysis on the impact to (disabled) Dependent Child benefits and advised that to the extent that the 
non-spouse beneficiary is a dependent child, or is a child who is disabled within the meaning of IRC 
§ 72(m)(7), there are special rules which allow the child to be treated as a spouse for purposes of 
the minimum incidental death benefit rules so long as the payments become payable to the 
surviving spouse upon the cessation of the payments to the child when the child reaches the age of 
majority, recovers from the disability/disabling illness, dies or completes a specified course of 
education. 
 
#2B – Required minimum distributions – Members reaching required beginning date and notice of 
required minimum distribution rules 
Establish a written administrative procedure for locating missing or unresponsive members or 
beneficiaries nearing age 70, consistent with the Plan's current practices. 
 
Staff’s existing practices for locating missing/unresponsive members were formally documented in a 
written procedure.  Additionally, the Board adopted a policy in September 2015 which addresses the 
Plan’s forfeiture rules (see Board Operating Policy 5.9).  Forfeiture provisions have been addressed 
in the Summary Plan Description documents available to members on our website. 
 
#3 – Correction of benefit overpayments 
Discontinue offsetting death benefits to a beneficiary for recoupment of overpayment to the 
member.  Document measures to recoup overpayment from the member's estate. 
 
Staff has discontinued the practice of offsetting death benefits to a beneficiary for recoupment of an 
overpayment to the member.  Additionally, the Board revised its “Correction of Erroneous 
Payments” policy (see Board Operating Policy 3.10) in January 2016, such that if the 
member/beneficiary who received an overpayment is deceased, reasonable recoupment efforts 
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shall be taken, including an offset against the decedent’s last check and request for repayment from 
the decedent’s estate. 
 
#4 – Social Security Mandatory Coverage 
Consult with legal counsel on whether Tier 4 benefits comply with Social Security coverage rules. 
 
In recommendation #4, the Audit discusses Tier 4 benefits, noting that if a Tier 4 member 
terminates employment prior to earning 20 years of service, no benefits are payable and all member 
contributions are forfeited. The Audit questioned whether this vesting requirement causes the Tier 4 
benefit to fail to be comparable to the Old Age, Survivor and Disability Insurance (OASDI) program 
for purposes of exemption from Social Security. 
 
LAFPP’s outside tax counsel reviewed this issue and the applicable federal tax law rules, which can 
be summarized as follows: 
 
In order to be exempt from Social Security, IRC § 3121(b)(7) requires an individual to be a member 
of a “Replacement Plan”:  a retirement system of a state, political subdivision, or instrumentality that 
provides a minimum level of benefits comparable to the benefit provided under the OASDI program.  
This rule is intended to ensure that employees of state and local government entities are covered 
under either Social Security or a public retirement system that replaces Social Security with 
comparable benefits.   
 
Whether this requirement is met is generally determined on an individual basis.  Under Treasury 
Regulations promulgated to enforce IRC § 3121(b)(7), a defined benefit retirement system is 
deemed a “Replacement Plan” (i.e., meets the minimum benefit requirement) on a given day if on 
that particular date that individual employee has an accrued benefit under the retirement system 
that entitles the employee to a comparable annual benefit commencing on or before the employee’s 
Social Security retirement age.  See Treas. Reg. § 31.3121(b)(7)-2(e)(ii).  Additionally, in Revenue 
Procedure 91-40, the IRS established several safe harbor formulas that permit defined benefit 
retirement systems to satisfy the minimum benefit requirement.   
 
The minimum benefit requirements set forth in the IRC, Treasury Regulations, and Revenue 
Procedure 91-40 govern items including the benefit formula, the compensation definition, and the 
final compensation period, among other things.  However, the IRC, Treasury Regulations, and 
Revenue Procedure 91-40 do not place any restriction upon the vesting period for purposes of 
satisfying the minimum benefit requirement for a Replacement Plan (other than for part-time, 
temporary and seasonal employees, who must immediately vest).   In other words, there is nothing 
in existing federal tax law that specifically requires that a retirement system have a vesting period 
that is the same as or comparable to OASDI in order to meet the minimum benefit requirements and 
be deemed a Replacement Plan.  
 
In light of Segal’s concerns over the 20-year vesting period, outside tax counsel offered the 
following two options as next steps (beyond amending the Tier 4 plan in such a way that it more 
closely tracks the shorter Social Security vesting schedule): 
 

1. Take no further action, other than to brief the Plan sponsor, as there is no authority 
specifically requiring a 10-year or other shorter vesting schedule.  This approach is 
reasonable but would not provide as much certainty as a favorable private letter ruling from 
the IRS. 
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2. Request a private letter ruling from the IRS confirming that Tier 4 is a retirement 
system that meets the Replacement Plan requirements.  The application cost is 
$28,300 plus related legal fees for preparing the request and interacting with the IRS. A 
favorable ruling would eliminate any uncertainty with respect to the status of Tier 4, but the 
outcome cannot be guaranteed and there is also no guarantee that the IRS will even take 
up the issue. 

 
Because neither option is ideal, and because the City (as the Plan sponsor) is a stakeholder, it is 
recommended that staff further consult with the City in order to determine the appropriate path 
going forward.  The City’s input is important because the City would be impacted if members were 
not exempt from OASDI, since OASDI requires both an employee and employer contribution.   
 
Because these issues would also impact LAFPP members, and because Charter Section 1628 
integrates benefits and contributions with Social Security (meaning LAFPP’s calculation of benefits 
and contributions depends on whether members participate in Social Security), LAFPP clearly has a 
stake in working with the City to determine the best course forward.  It is important to clarify, 
however, that Tier 4’s status as a Replacement Plan that meets the minimum benefit requirements 
of IRC § 3121(b)(7)(F) does not impact LAFPP’s status as a qualified retirement plan or the 
favorable determination letter that LAFPP obtained from the IRS in November 2014.  A plan may 
well be qualified under Section 401(a) without being a Replacement Plan, in which case employees 
and employers would contribute to Social Security in addition to the plan. 
 
#5.1 and 5.2 – Basis recovery from disability pensions 
Begin reporting nonservice-connected disability benefits as wages until minimum retirement age 
and then recover basis. 
 
Begin basis recovery on any taxable portion of service-connected disability benefits upon reaching 
minimum retirement age; prior to reaching minimum age, should report taxable benefits as wages. 
 
Outside tax counsel reviewed and generally agreed with Segal’s recommendations that members 
should recover their basis from the taxable portion of the member’s annuity only beginning on the 
day after the member reaches minimum retirement age for his/her pension tier.   However, for 
members who receive a nonservice-connected disability pension, it is also acceptable for LAFPP to 
continue to use the Simplified Method and begin the member’s basis recovery when the member’s 
nonservice-connected disability retirement begins. 
 
As such, staff is modifying its procedures to provide basis recovery for the taxable portion of 
service-connected disability benefits only after the member reaches (or would have reached) the 
normal retirement age for his/her tier. 

 
# 7A – DROP Benefits - Review of DROP basis recovery 
Continue to monitor IRS guidance relating to basis recovery from qualified plans, including lump 
sum payments made in connection with the commencement of annuity payments. 
 
Staff will continue to monitor IRS guidance in conjunction with the City Attorney, outside tax counsel 
and the plan's actuary. 
 
#7B – DROP Benefits – Basis recovery for alternate payees (former domestic partners) 
For State-registered domestic partners receiving a community property share, benefits are taxable 
to the member and no basis may be recovered by the former domestic partner. 
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Staff, in consultation with the City Attorney/outside tax counsel, will be revising its DROP basis 
recovery procedures to disallow any basis recovery by former domestic partners receiving 
community property payments. Additionally, related to recommendation #1 above, the retired 
member will be treated as the distributee for tax purposes. 
 
#8B – IRC Section 415 rules and testing procedures 
Consider amending the Administrative Code to include specific language regarding IRS cost-of-
living increases under IRC section 415(d) for retirees. 
 
Staff will consult with the City Attorney and/or outside tax counsel regarding this recommendation.   
 
#9A – Retiree health benefits – Authority to provide subsidy to dependents 
Amend Administrative Code to include a description of the method for calculating the dependent 
health subsidy for retired members enrolled in Medicare as set forth in existing Board policies. 
 
Outside fiduciary counsel reviewed this recommendation and the related Administrative 
Code/Charter provisions and also determined that there is sufficient authorization for extending 
health care coverage subsidies to members’ eligible dependents and that the Board has sufficient 
authority to implement rules to administer these programs.  Specifically, outside counsel noted the 
following: 
 

CHARTER Secs. 1330(d) – Tier 1; 1428(d) – Tier 2; 1518(d) – Tier 3; 1618(d) – Tier 4; 
1718(d) –Tier 6; Administrative Code Sec. 4.2018(d) 

Subsidy Program Administration. Any subsidy program adopted by ordinance pursuant to this 
section shall be administered by the Board.  In furtherance thereof, the Board shall have the 
authority to contract for suitable programs as defined in subsection (a), to be made available to 
retired members or other beneficiaries, and shall have the power to adopt such rules as it 
deems necessary to administer such programs. 

ADMINISTRATIVE CODE Chapter 11.5 – Health Insurance & Other Benefits for Fire and 
Police Pension Plans 

Sec. 4.1150.  (a) Effective March 21, 1975, there is established within the respective General 
Pension Fund under each membership Tier ("Fund") a separate account for the purpose of 
paying benefits for health, medical, hospital, or other medical plans as authorized under the 
programs established in this Chapter ("Health Care Plan"). …All assets in the 401(h) account 
shall be held in trust for the exclusive benefit of eligible retirees and their spouses and 
dependents. 

(d) The assets of the 401(h) account shall only be used for the payment of health care 
coverage and medical benefits as provided in the Health Care Plan for eligible retirees, their 
eligible dependents, and their qualified survivors.  

Sec. 4.1151.  It is the purpose of this Chapter to provide a program whereby retired members 
or beneficiaries, if eligible, pursuant to the terms and conditions hereinafter set forth in this 
Chapter, shall have subsidy payments made on their behalf for such benefit program or 
programs… 



 
Board Report                      Page 6                                                        August 4, 2016 

Sec. 4.1152.  Any program established by this chapter shall be administered by the Board of 
Fire and Police Pension Commissioners (hereinafter referred to as “the Board”). In furtherance 
thereof, the Board shall provide suitable health, medical, hospital or other plans as may be 
authorized by ordinance and shall have the power to adopt such rules as it deems necessary 
to administer the program.   

 
In addition to the Charter and Administrative Code provisions cited above, the dependent subsidy 
formulas and limits are specified in the Board’s annual resolutions increasing the maximum 
subsidies, as well as the Board’s Operating Policies and Procedures (see Board Operating Policy 
8.0).  As such, no action is recommended. 
 
#9B – Retiree health benefits – Imputed income 
Check with the City regarding the process utilized by the Personnel Department (for active 
employees).  Consider an audit of dependent status of individuals. 
 
Staff will consult with the Personnel Department and LACERS to identify any other “best practices” 
related to determining the tax dependent status of domestic partners and/or the partner’s children 
for purposes of excludable health coverage (imputed income) under IRC §106.  In the interim, staff 
will continue its current practice to annually request self-certification from members. 
 
Attachment 2 lists the status and actions taken, as applicable, for each audit recommendation. 
 
BUDGET 
 
There is no budget impact associated with this report. 

 
POLICY  
 
No changes recommended at this time. 
 
This report was prepared by: 
 
Joseph Salazar, Assistant General Manager 
Pensions Division 
 
RPC:JS 
 
Attachments (2) 
 
Attachment 1: Crosscheck Report prepared by The Segal Company (2015) 
 
Attachment 2: IRC Operational Compliance Audit Recommendations Status Log 
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Special Note: The Segal Company, as an independent actuarial and employee benefits consulting firm, 
does not provide legal advice. The information and opinions expressed in this Executive Summary 
represent our understanding of the law and regulations and their applicability to the plan. Unless 
otherwise indicated, our observations and recommendations concerning the plan document and plan 
operations are based on materials furnished to us by the LAFPP. This report is not a legal opinion and 
has been prepared solely so that the LAFPP and its legal counsel may consider our findings and 
recommendations in order to determine what corrective action, if any, are necessary. 
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EXECUTIVE SUMMARY 
 

The Segal Company was engaged by the Los Angeles Fire and Police Pensions (LAFPP), to 
perform an independent review of the administrative operations and practices of their 
governmental defined benefit plan (“Plan”) with respect to internal administration and operations 
of the Plan and to determine whether it meets standards set forth in the Plan documents and the 
Internal Revenue Code (IRC).  
 
This Executive Summary describes our findings and analysis from the comprehensive 
compliance review, which include a review of Plan documents, governance structure and 
administrative functions, compliance with applicable federal laws and consistency of 
administration with Plan rules, as well as provides recommendations and suggestions for 
improvements in administration of Plan administrative functions and operational compliance 
with federal tax law. 
 
We wish to thank Mr. Joseph Salazar and his staff, along with Ms. Robyn Wilder, for their 
immense cooperation and support during the project. LAFPP was gracious and candid and 
provided full access to staff and documents during the review process. 
 
As a result of our compliance review, we conclude that the Plan is substantially in compliance 
with the requirements under Internal Revenue Code (IRC) section 401(a) and related Treasury 
Regulations and other applicable federal laws. We have identified a few areas of administration 
of the Plan that may be of concern to LAFPP and could warrant further review and/or 
modification. Overall, however, it appears that administration of the Plan is generally consistent 
with IRS rules and governing Plan documents. During a compliance review of any plan, we often 
find operational and compliance issues and areas for improvement to the administrative 
processes. Retirement plan administration is inherently difficult by nature due to the number of 
constantly changing regulations required to be followed. From our review, it is apparent that 
LAFPP administers their pension Plan pursuant to rigorous and thorough internal control 
procedures developed for and consistently applied to Plan operations. 
  
Segal’s compliance review services, known as Crosscheck, is a comprehensive review of Plan 
operating procedures to determine whether they are in compliance with applicable requirements 
of the Internal Revenue Code and other federal legislation and regulatory guidance, as well as 
with the provisions of the Plan documents. The goal of a Crosscheck review is to: 
 
1. Assess the current state of Plan administration.  

2. Confirm that procedures correspond to what the Plan documentation states.  

3. Review operational compliance with the Internal Revenue Code and other federal laws.  

4. Identify potential risks and penalties associated with noncompliance. 
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Plan Review and Analysis  

Our review and analysis of Plan documents and operations included an extensive examination of 
federal laws and regulations, as described below.  

 IRC requirements for qualified section 401(a) defined benefit plans, including the following 
areas:  

• Written plan requirements  
• Trust and exclusive benefit requirements  
• Vesting rules for governmental plans  
• Eligible employers  
• Eligible employees  
• Definitely determinable benefit requirements  
• Normal retirement age rules  
• Section 401(a)(8) forfeiture rules  
• Section 401(a)(9) minimum and required distributions  
• Section 401(a)(25) actuarial assumption rules  
• Section 415 limits for governmental plans (including excess benefit arrangements, 
 aggregation of plans and purchase of service rules)  
• Section 401(a)(17) limit on recognized compensation  
• Employee and employer contribution requirements  
• Re-employment rules  
• IRC rollover and direct rollover rules 

Permitted distribution rules  
• Anti-alienation provisions and domestic relations orders  
• Benefit cashouts  
• Special rules and exemptions for governmental plans  

 IRC income and FICA tax reporting and withholding requirements  

 Age Discrimination in Employment Act (ADEA)  

 Veterans’ reemployment rights (including USERRA and HEART Act rules)  

 Family and Medical Leave Act (FMLA)  

 Americans with Disabilities Act (ADA)  

 Spousal pension rights under DOMA  

 Fiduciaries responsibilities and delegation of duties  
 
 Claims and appeals procedures  
 
 Disclosure to participants and beneficiaries  
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 Benefit processing, including:  

• Eligibility for and calculation of retirement benefits 
• Disability and survivor benefits  
• Application for benefit payments 
• Notices and benefit statements to participants  
• Benefit calculation procedures  
• Plan distributions, including lump sum payments and optional forms  
• Tax withholding requirements and basis recovery methods 
• Required minimum distributions  

 
Project Methodology  

To understand our findings and recommendations, it is important to describe Segal’s Crosscheck 
process and methodology. As background, our review of LAFPP followed our Crosscheck 
compliance review and analysis methodology, which was individually tailored for the Plan’s 
specifically stated compliance needs. 
 
Step One: Data Collection 
Prior to the on-site visit at LAFPP offices, various Plan documents were requested and collected 
from the LAFPP, including City Charter and Administrative Code rules and Board policies and 
procedures. In addition, we reviewed all Plan communications, publications, forms and financial, 
actuarial and audit reports contained on the Plan’s website. 
 
Step Two: Documentation Review and Analysis  
A brief familiarity review was performed of the Plan documentation, in order to prepare for on-
site interviews with LAFPP staff. In addition, Plan documentation was thoroughly analyzed by 
two senior compliance consultants. A Crosscheck workbook, designed by Segal with questions 
specific to the type of plan, was then completed prior to the on-site interviews and used as a 
guide during the interview process.  
 
Our documentation analysis also reviewed the consistency of Plan documents, including:  

 “Fit” of participant communications with governing documents, including recent revisions;  
 
 Consistency of operational processes and procedures, as well as other written materials with 
governing documents and employee communication materials; and  
 
 Consistency of administrative actions with governing documents and written policies and 
procedures for Plan administration. 
 
Step Three: On-site Interviews  
The on-site visit to LAFPP offices consisted of interviews with the key individuals who are 
responsible for the day-to-day operation of the Plan over the course of two days (March 23 and 

ATTACHMENT 1



24, 2015). The goal of the interview process is to ensure that Segal, as well as those involved 
with administration of the Plan, understand the rules of the Plan and actually administer those 
rules according to Plan documentation. As indicated above, we covered an extensive array of 
questions that were designed by Segal regarding Plan administration and operational issues. The 
interviews also provided an educational opportunity for Plan staff to address questions to our 
team of compliance experts on matters related to pension administration.  
 
Step Four: Review of Targeted Data Files 
After the on-site interviews, Segal reviewed the Plan’s processes and procedures and actual 
results regarding the application of IRC section 415(b) annual benefit limits and excess benefit 
plan payments for the 2014 limitation year, as well as the application of a recently updated basis 
recovery process for DROP payments to a sampling of participants during 2013 and 2014. 
 
Step Five: Written Report  
At the conclusion of our review, we prepared this written report of our findings, which identifies 
and outlines action items, including identification of areas requiring further inquiry, and 
recommendations on corrective action, if indicated. Subject to review and approval by LAFPP 
staff, the final report will be presented to the Board of Commissioners.  

Since this report is not a legal audit, it cannot be considered a legal opinion concerning the Plan’s 
qualification status or compliance with relevant statutes and rules. However, if LAFPP wishes to 
act on the any results of the Crosscheck review, we can assist in developing solutions and will 
work with legal counsel as requested. The accuracy of the review and the resulting report is a 
direct function of the quantity and quality of data available for review.  

We thank Los Angeles Fire and Police Pensions once again for selecting Segal to conduct this 
compliance review and look forward to discussing our findings and recommendations. 
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FINDINGS AND RECOMMENDATIONS 
 

In our review of the LAFPP Plan documentation, we found that the governing documents are 
substantially in compliance with applicable federal laws regarding written plan requirements for 
qualified plans and that the Plan’s overall documentation was consistent with Plan operations 
and administration. In addition, we found that the governance of the Plan was appropriate for the 
type and structure of the Plan. Furthermore, we conclude that the overall Plan administration is 
generally compliant with both applicable federal laws and the terms of the governing Plan 
documents. Following is a description of the important areas of Plan administration and 
documentation that, based on our review, may warrant further review and/or modification. 
 
1. Division of pensions upon dissolution of marriage 
 
Findings and Analysis: 
Under California domestic relations laws, pension benefits and contributions are community 
property and may be subject to division where the pension plan is joined in the dissolution of 
marriage proceeding. LAFPP is bound by court orders relating to dissolution of marriage and 
may be required to distribute a portion of pension benefits or contributions to an alternate payee 
as community property. Currently, Plan administrative processes permit distribution of a portion 
of a member’s pension benefit to an alternate payee pursuant to such court order which is 
payable over the life of the member only, and where an alternate payee predeceases the member, 
the alternate payee’s designated beneficiary receives remaining benefit payments for the life of 
the member. In addition, under Plan rules and California domestic relations laws, domestic 
partners may also be treated as an alternate payee. The governing documents of the Plan, 
including applicable City Charter and Administrative Code sections, do not provide for division 
of pensions pursuant to anti-alienation rules in IRC section 401(a)(13) and qualified domestic 
relations orders under IRC section 414(p). 
 
As a governmental plan under IRC section 414(d), LAFPP is not subject to the anti-alienation 
rules for qualified plans in IRC section 401(a)(13) nor the qualified domestic relations orders 
provisions of IRC section 414(p). Therefore LAFPP is not required to include these federal tax 
rules in their governing Plan documents in order to be a qualified pension plan. Furthermore, the 
Plan may distribute benefits to former spouses under California community property laws 
without jeopardizing the Plan’s qualified status. However, the federal income tax treatment of 
benefit payments from the Plan to the member, alternate payee and any beneficiary of the 
alternate payee is governed by the provisions of the Internal Revenue Code, specifically IRC 
section 402. 
 
IRC section 402(a) states“any amount actually distributed to any distributee by any employees’ 
trust described in section 401(a) which is exempt from tax under section 501(a) shall be taxable 
to the distributee.”  
 
Further, IRC section 402(e)(1)(A) states“an alternate payee who is the spouse or former spouse 
of the participant shall be treated as the distributee of any distribution or payment made to the 
alternate payee under qualified domestic relations order (as defined in section 414(p)).” 
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IRS Notice 89-25, Q&A-3 states “section 402(a)(9) provides that for purposes of section 
402(a)(1) and 72, any alternate payee who is the spouse or former spouse of the participant shall 
be treated as the distributee of any distribution or payment made to the alternate payee under a 
qualified domestic relations order …. . However, there is no similar provision for distributions to 
nonspouse alternate payees. Therefore, distributions to a nonspouse alternate payee during the 
lifetime of the participant are not includible in such payee’s gross income, but instead are 
included in the gross income of the plan participant.” 
 
Recommendation: 
Based on the relevant IRS rules, it appears that designated beneficiaries of former spouses and 
domestic partners are considered nonspouse alternate payees, and therefore are not distributees 
under IRC section 402. This means that payments to such individuals under a domestic relations 
order are taxable income to the member and should be reported as such. For this reason, we 
recommend that the Plan begin reporting any portion of a member’s benefit that is payable to a 
nonspouse alternate payee, including a domestic partner or a former spouse’s designated 
beneficiary after the death of a former spouse, as taxable income to the member in order to 
comply with applicable IRS rules.  
 
LAFPP may also wish to consider whether it is possible to modify Plan rules relating to division 
of benefits in a manner that conforms with both federal and State laws so that members are not 
required to pay taxes on benefits paid to a beneficiary of a former spouse who was an alternate 
payee. 
 

 

2. Required minimum distributions 

 A.  Nonspouse beneficiaries 
 
Findings and Analysis:  
Currently, LAFPP allows members to elect optional joint and survivor annuities with a 
survivorship percentage greater than 50% and up to 100% of the member’s benefit for spouses 
and nonspouse beneficiaries (i.e., domestic partners). Such nonspouse beneficiaries may include 
domestic partners registered under Plan rules. For nonspouse beneficiaries that are more than ten 
years younger than the member, permitting a survivor percentage greater than 50% may violate 
the minimum incidental death benefit rule under IRC section 401(a)(9)(G). For this purpose, 
survivorship percentage means the amount of the member’s monthly retirement benefit that 
continues to a surviving beneficiary after the member’s death. 

Administrative Code §4.1902(f) provides specific language for complying with the minimum 
incidental death benefit rule of IRC section 401(a)(9)(G), including reference to Treas. Reg. 
section 1.401(a)(9)-6, Q&A-2, which requires that joint and survivor annuity payments to a 
nonspouse survivor not exceed the survivor percentage set forth in the applicable IRS table. The 
IRS table provides a maximum survivorship percentage for nonspouse beneficiaries based on the 
age of the member at retirement and the age difference between the member and nonspouse 
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beneficiary. For your convenience, we have attached the relevant Treasury Regulation section 
and IRS table as an Appendix to this report. 

In addition, LAFPP provides automatic survivor benefits that continue after the death of a retired 
member to qualified survivors, including spouses and nonspouse beneficiaries such as domestic 
partners, minor children, dependent children and dependent parents. Since these automatic 
survivor benefits are paid in the form of a joint life annuity for the member and a beneficiary, the 
minimum incidental benefit rule described above also applies to these monthly benefits. 
Therefore, automatic survivor benefits to nonspouse beneficiaries cannot exceed the survivor 
percentage as determined under the applicable IRS table. Please see the example in the 
Appendix, which demonstrates how survivorship percentages are restricted for nonspouse 
beneficiaries on a case-by-case basis. 

Automatic survivor benefits payable to minor children are not payable for the life of the 
surviving children. Such benefits are payable until the last child reaches age 18 (or age 22 if a 
full-time student), and therefore are not subject to the restrictions on survivorship percentages.   

Recommendation:   
We recommend that LAFPP monitor the minimum incidental death benefit rule on a case-by-
case basis and restrict the survivorship percentages according to the IRS table, to the extent 
necessary. Alternatively, the Plan may comply with the minimum incidental death benefit rule by 
restricting joint and survivor annuities to nonspouse beneficiaries to a survivorship percentage 
that is not greater than 50% of the member’s monthly benefit payable as of the date of death of 
the member. 

  

 B.  Members reaching required beginning date 

Findings and Analysis: 
Currently, LAFPP does not send notice to terminated members who are eligible to receive a 
refund of contributions and are nearing age 70 1/2 regarding the minimum distribution rules 
under IRC section 401(a)(9). Qualified plans under IRC section 401(a) have a duty to make a 
reasonable effort to locate missing participants when a minimum distribution is required to be 
paid in accordance with IRC section 401(a)(9). Failure to exercise due diligence in 
administration of the Plan with respect to locating missing participants or beneficiaries may lead 
to a variety of problems, including improper tax reporting, payment of benefits to the wrong 
person, and/or noncompliance with required minimum distribution rules.  
 
Based on our discussion with LAFPP staff during on-site interviews, it appears that the Plan 
makes reasonable efforts to locate missing or unresponsive members and beneficiaries, utilizing 
various search methods, and successfully locates and distributes required minimum distributions 
to essentially all members. However, it does not appear that the Plan has a formal, written policy 
and procedures for dealing with missing or unresponsive members who are nearing their required 
beginning date. 
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Recommendation:  
We recommend that LAFPP establish a written administrative procedure for locating missing or 
unresponsive members or beneficiaries approaching age 70 that is consistent with the Plan’s 
current practices and document reasonable efforts to locate missing or unresponsive members or 
beneficiaries. The written procedure may include a description of the methods used to locate 
such members, as well as any forfeiture rules under the Plan rules. It may also be advisable to 
provide members and beneficiaries an explanation of the tax consequences if the minimum 
distribution is not made on a timely basis. 

 

3. Correction of benefit overpayments 

Findings and Analysis: 
Currently, LAFPP corrects erroneous payments (including overpayments and underpayments) to 
members and beneficiaries in accordance with a written Board policy whereby overpayments 
exceeding $100 are recovered by the Plan with interest in a lump sum and/or via reduction to 
monthly payments as agreed upon with the member. Based on discussions with LAFPP staff 
during on-site interviews, overpayments to members may also be recovered by an offset to any 
benefits payable after the death of the member. The staff requested that we provide our opinion 
regarding whether this offset is permissible under applicable IRS rules for correction of benefit 
payments, including the IRS Employee Plans Compliance Resolution System (EPCRS), Section 
6.06(3). 
 
EPCRS Section 6.06(3) refers to the correction method in Appendix B, Section 2.04(1) as the 
appropriate correction method for overpayments in a defined benefit plan. Appendix B, Section 
2.04(1) describes the required correction method for overpayments due to IRC section 415 
failures and indicates that other types of overpayments from a defined benefit plan may be 
corrected by return of the overpayment amount with interest and/or reduction in future benefit 
payments. 
 
Section 6.06(3) was recently revised by Rev. Proc. 2015-27 to specifically state there is 
flexibility in correcting overpayments in a defined benefit plan so long as the correction method 
is consistent with the corrections principles and other applicable rules under EPCRS. The 
Revenue Procedure provides examples of how flexibility may be used in correcting 
overpayments, such as having the employer or another person contribute the amount of 
overpayment, but the examples do not include offsetting death benefits to recoup overpayment to 
a member. The correction principles in EPCRS indicate that any correction should seek to fully 
restore the Plan, as well as participants and beneficiaries, to the position they would have been in 
had the failure not occurred, to consistently apply the correction method for all failures of the 
same type for a plan year, and to keep plan assets in the plan. 
 
Recommendations: 
The correction methods described in the EPCRS for overpayments in a defined benefit plan do 
not expressly approve or prohibit recouping overpayments to members from the benefits payable 
after the death of the member, although reduction in future benefit payments is permitted under 
the EPCRS. LAFPP’s current correction method satisfies some of the principles in the EPCRS 

ATTACHMENT 1



(e.g., keeping assets in the plan and restoring the plan to the position it would have been in but 
for the failure), but not all of those principles (e.g., restoring beneficiaries to the position they 
would have been in but for the failure). Absent direct guidance on the Plan’s current correction 
method from the IRS, it appears that continuing to offset death benefits to recoup overpayments 
to members is not specifically prohibited by IRS guidance and therefore exposes the Plan to 
minimal risk under IRS rules. However, based on the information you provided from the City 
Attorney’s office regarding applicable California case law on recoupment of overpayments to 
members from death benefits, there is a significant exposure to risk of litigation from surviving 
beneficiaries whose death benefits are subject to recoupment.  
 
Therefore, we recommend that the Plan discontinue offsetting death benefits to recoup 
overpayments to members. In addition, where the Plan discontinues offsetting death benefits to 
recoup overpayments to members we recommend that the Plan take additional, reasonable 
measures to recoup the overpayment, including requesting payment from the member’s estate, 
and to the extent the overpayment is not fully repaid by the member (or member’s estate), from 
the Plan sponsor. 
 

 
4. Social Security mandatory coverage 
 
Findings and Analysis: 
Tier 4 members are required to earn a minimum of 20 years of service in order to become vested 
in a service pension. If a Tier 4 member terminates employment prior to earning 20 years of 
service, no benefits are payable from the Plan, including no return of member contributions, 
which cannot be refunded upon termination of employment. 
 
LAFPP members are not covered by Social Security’s retirement benefits through a Section 218 
Agreement under the Social Security Act. Therefore, members must be covered by a public 
retirement system that provides a minimum level of benefits or will be subject to mandatory 
Social Security coverage. The minimum level of benefits may be provided under either a defined 
contribution or defined benefit retirement system as described in Treas. Reg. section 
31.3121(b)(7)-2. The Regulations provide a safe harbor formula for minimum benefits under a 
defined contribution plan, and Rev. Proc. 91-40 provides a safe harbor formula for minimum 
benefits under a defined benefit plan. The service pension benefits formula under Tier 4 appears 
to satisfy the safe harbor formula under that Revenue Procedure. In addition, the level of 
employee contributions by Tier 4 members meet the safe harbor formula for defined contribution 
plans, to the extent a reasonable rate of interest is provided. 
  
The Treasury Regulations state that a public retirement system must provide a benefit to the 
employee that is comparable to the benefit provided under the Old Age, Survivor and Disability 
Insurance (OASDI) program of Social Security, which is generally determined on an individual-
by-individual basis. This means that a pension plan that provides the minimum level of benefits 
may be a retirement system for one employee but not another employee, depending upon each 
employee’s actual benefits under the Plan. The Regulations state that plans may impose a vesting 
condition on benefits under either a defined benefit or defined contribution plan, other than for 
part-time employees whose benefits must be immediately nonforfeitable. However, to the extent 
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the vesting schedule requires participants to earn significantly more service to vest under the 
public retirement system than under the OASDI program (which generally requires ten years of 
covered employment), employees who do not ultimately meet the retirement system’s vesting 
requirement may not be receiving retirement benefits comparable to the OASDI program, and 
therefore may be subject to mandatory coverage under Social Security. 
 
Recommendations: 
We recommend that LAFPP consult with legal counsel as to whether or not Tier 4 members 
who do not earn 20 years of service prior to termination of employment are receiving benefits 
comparable to the OASDI program, and if not, we recommend modifying Tier 4 benefits to 
satisfy Social Security requirements for a minimum level of benefits. For example, for Tier 4 
members who do not vest in a service pension but earn at least ten years of service prior to 
termination of employment, providing a refund of employee contributions with reasonable 
interest may satisfy the safe harbor formula for defined contribution plans. 
  
 
 
5. Basis recovery from disability benefits 
 
Findings and Analysis: 
Based on our discussions during on-site interviews with LAFPP staff, it appears that nonservice-
connected disability benefits are subject to withholding and reporting as pension income and 
after-tax basis recovery begins immediately when the nonservice-connected disability pension 
payments commence. Further, it appears that service-connected disability benefits are not 
converted to a service pension at any time, regardless of the age of the member, and no basis 
recovery is made from any portion of the service-connected disability benefit that is not 
excludable from income under IRC section 104(a)(1). 
 
With respect to benefits paid from a qualified retirement plan due to a disability not incurred in 
the line of duty, such nonservice-connected disability pensions are taxable as wages until the 
retiree reaches the minimum retirement age. After the individual reaches the earliest retirement 
age under the Plan, the benefits are taxed under IRC section 72, and basis is recoverable. 
 
IRS Publication 575 (Disability Pensions) states “If you retired on disability, you generally must 
include in income any disability pension you received under a plan that is paid for by your 
employer. You must report your taxable disability payments as wages … until you reach 
minimum retirement age. Minimum retirement age generally is the age at which you can first 
receive a pension or annuity if you are not disabled. Beginning on the day after you reach 
minimum retirement age, payments you receive are taxable as a pension or annuity. When you 
receive pension or annuity payments you are able to recover your cost or investment.” 
 
With respect to benefits paid from a qualified retirement plan due to a disability incurred in the 
line of duty, such service-connected disability pensions are taxable according to IRC section 
104(a)(1), which states in part “gross income does not include amounts received under 
workmen’s compensation acts as compensation for personal injuries or sickness.” 
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Treas. Reg. section 1.104-1(b) provides “Section 104(a)(1) excludes from gross income amounts 
which are received by an employee under a workmen’s compensation act, or under a statute in 
the nature of a workmen’s compensation act which provides compensation to employees for 
personal injuries or sickness incurred in the course of employment. Section 104(a)(1) also 
applies to compensation which is paid under a workmen’s compensation act to the survivor or 
survivors of a deceased employee. However, section 104(a)(1) does not apply to a retirement 
pension or annuity to the extent that it is determined by reference to the employee’s age or length 
of service, or the employee’s prior contributions, even though the employee’s retirement is 
occasioned by an occupational injury of sickness. Section 104(a)(1) also does not apply to 
amounts which are received as compensation for nonoccupational injury or sickness to the 
extent they are in excess of the amount provided in the applicable workmen’s compensation act 
or acts.” 
 
This means that to the extent your Plan pays a portion of service-connected disability benefits 
that are determined by reference to the employee’s age or length of service, such portion is 
taxable as wages, similar to nonservice-connected disability benefits, until the individual reaches 
minimum retirement age under the Plan. At that time, the taxable portion of disability benefits 
becomes taxable as a pension and any after-tax basis can be recovered at that time. The portion 
of service-connected disability benefits that are considered payable under a workmen’s 
compensation act is nontaxable from the effective date of the service-connected disability 
pension and no basis is recovered from this portion of the benefit. 
 
Recommendations: 
We recommend that you begin reporting nonservice-connected disability benefit payments as 
wages for all new and existing nonservice-connected disability pensioners that have not yet 
attained the minimum retirement age under the applicable Plan tier. For Tiers 2 and 4, which do 
not have a minimum retirement age but require 20 years of service in order to be eligible to 
retire, we recommend that you establish and document a reasonable determination of minimum 
retirement age for such pensioners (e.g., the age at which the member would have earned 20 
years of service if he or she remained in the Plan during the period of nonservice-connected 
disability). In addition, it may be advisable to determine how many existing nonservice-
connected disability pensioners that have not yet attained minimum retirement age are currently 
recovering basis from their pensions, in order to establish appropriate correction mechanisms, if 
applicable. It is important to note that federal income taxes are payable on both wages and 
pension payments at similar rates. However, there are a number of exceptions and reportable data 
items that apply when reporting such income to the IRS as pension payments versus wages. 

With respect to service-connected disability pensioners, we recommend that you begin reporting 
any portion of benefit amounts that exceed the service-connected disability benefits payable as 
workmen’s compensation benefits under IRC section 104(a)(1) as wages for pensioners who 
have not attained minimum retirement age under the applicable Plan tier, and for pensioners who 
have attained such age, we recommend that you begin recovering after-tax basis on the taxable 
portion of service-connected disability benefits payable from the Plan. 
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6. Tax treatment of survivor benefits 

 A.  Dependent benefits 
 
Findings and Analysis: 
Based on discussions with LAFPP during on-site interviews, the staff requested that we provide 
analysis on whether survivor benefits payable for service-connected deaths to dependent 
children, dependent parents and domestic partners are nontaxable to those recipients, and if not, 
whether the tax treatment of such benefits may be corrected retroactively or only prospectively. 
Service-connected death benefits are currently treated as nontaxable benefits when payable to a 
surviving spouse, dependent children, dependent parents or domestic partners. 
 
Rev. Rul. 80-84 clearly indicates “Benefits received by beneficiaries of deceased members of the 
Los Angeles fire or police departments are excludable from gross income under section 
104(a)(1) if the recipient can establish either (1) that the benefits are received under the service-
connected death provision, or (2) that the benefits are received under the retirement provision 
and that the employee on account of whose death the benefits are paid was retired under the 
service-connected disability provisions … .” 
 
The Ruling does not distinguish between different types of beneficiaries, such as spouses, 
children, dependents or domestic partners. This is consistent with Treas. Reg. section 1.104-1(b) 
which was updated in 2012 and states “Section 104(a)(1) also applies to compensation which is 
paid under a workmen’s compensation act to the survivor or survivors of a deceased employee.” 
 
Therefore, it appears that to the extent service-connected death benefits payable to surviving 
beneficiaries satisfy the requirements for workmen’s compensation payments as described in 
Treas. Reg. section 1.104-1(b), the survivor benefits payable to any recipient under the rules of 
the Plan, including dependent children, dependent parents and domestic partners, are nontaxable 
to those recipients. Based on relevant IRS guidance described above, it appears that the Plan is 
correctly reporting survivor benefits payable for service-connected deaths to dependent children, 
dependent parents and domestic partners as nontaxable distributions to those recipients to the 
extent such service-connected death benefits payable to surviving beneficiaries satisfy the 
requirements for workmen’s compensation payments as described in Treas. Reg. section 1.104-
1(b). 

Recommendations: 
None.  

 

 B.  Tier 2 qualified survivors 

Findings and Analysis: 
Based on discussions with LAFPP during on-site interviews, the staff requested that we provide 
analysis on whether Tier 2 service-connected death benefits and death benefits for service-
connected disabilities are nontaxable to qualified survivors in the same manner that service-
connected disability benefits are nontaxable to members. Tier 2 service-connected death benefits 
and death benefits for service-connected disabilities pay the same benefit to a qualified survivor; 
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that is, 50% of the member’s “normal pension base” (generally pay to member immediately prior 
to retirement), or 55% of the normal pension base if the member earned 25 years or more of 
service at the time of death. 
 
Based on Rev. Ruling 80-84, as described in item #6A above, it is clear that qualified survivors 
may exclude from income under IRC section 104(a)(1) service-connected death benefits and 
death benefits for service-connected disabilities, to the extent such benefits satisfy the 
requirements for workmen’s compensation payments as described in Treas. Reg. section 1.104-
1(b). In order for benefits to be considered workmen’s compensation under these Regulations, 
the amount of benefits cannot be determined by reference to the employee’s age, length of 
service, or prior contributions.  

To the extent service-connected death benefits or death benefits for service-connected disabilities 
pay amounts in excess of the workmen’s compensation benefits that reference the employee’s 
age, length of service or prior contributions, such amounts are taxable as retirement benefits from 
a qualified pension plan. This is consistent with a private ruling received by LAFPP in 1973, 
which you provided to us for review. The ruling states in part “Pensions received … because of 
an injury or sickness caused by the discharge of duties are in the nature of and in lieu of 
workmen’s compensation, and such pensions are excludable from gross income under section 
104(a)(1) of the Code.  However, where the pension … is greater than the pension determined 
solely by the percentage of disability because of his having 25 years or more of service …, the 
amount by which his pension is greater than the pension determined solely by percentage of 
disability is subject to Federal income tax.” 

Thus, Rev. Rul. 80-84 indicates that surviving beneficiaries may receive the same tax treatment 
as members with respect to service-connected death benefits and service-connected disability 
benefits that satisfy requirements under Treas. Reg. section 1.104-1(b). Furthermore, the 1973 
ruling provides that where a portion of benefits satisfies the rules under Regulations for a 
workmen’s compensation benefit and a portion of the benefits does not satisfy requirements for a 
workmen’s compensation benefit, the portion of benefits that does not satisfy requirements for a 
workmen’s compensation benefit should be treated as a taxable benefit.  

It is our understanding that where such Tier 2 qualified survivors receive a service-connected 
death benefit or death benefit for service-connected disability that is 55% of the member’s 
normal pension base due to the member earning at least 25 years of service, such death benefit is 
taxable to the extent such amount is greater than the 50% of normal pension base that is payable 
regardless of the member’s years of service. Thus, the Plan includes in gross income 5% of the 
benefit (or 1/11 of each monthly payment) payable to qualified survivors. 

Recommendation: 
None. 
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 C. GOINS widows under Tier 1 

Findings and Analysis: 
Based on discussions with LAFPP during on-site interviews and information provided to us 
regarding a class action by Tier 1 survivors, the staff requested that we provide analysis on 
whether Rev. Rul. 80-84 applies to a class of surviving beneficiaries where benefits are payable 
due to a nonservice-connected death of a service-connected disability pensioner so that such 
benefits are nontaxable under IRC section 104(1)(a) as benefits payable pursuant to a workmen’s 
compensation act. 
 
Under the class action lawsuit, a special class of surviving spouses of service-connected 
disability pensioners who meet certain eligibility requirements, including being married to a 
member who earned at least five years of service and died due to nonservice-connected causes, 
receive benefits under the provisions similar to those for nonservice-connected deaths (generally 
payable as 40% of highest pay to active Firefighter II or Police Officer III at member’s death). 
Such surviving spouses are only eligible for this benefit if they were married to the pensioner for 
less than one year at retirement (and therefore are not eligible for death benefits payable to 
surviving spouses of service-connected disability pensioners who were married at least one year 
at retirement) but must be married at least one year prior to the death of the pensioner. However, 
it is our understanding that this special class of surviving spouses are only eligible for the 
survivor benefit described above because their spouse was receiving a service-connected 
disability benefit at the time of death. Such surviving spouses are not eligible for any other death 
benefits under the Plan, including non-service connected death benefits, since they were not 
married to the pensioner for at least one year prior to retirement. 
 
Based on the information provided, it appears that the analysis under Rev. Rul. 80-84 applies to 
the class of surviving beneficiaries in the Goins court ruling. This is because under the Revenue 
Ruling, surviving beneficiaries may receive benefits due to either a service-connected death or 
death while on a service-connected disability pension. Both types of benefits under the Ruling 
are nontaxable benefits under IRC section 104(a)(1) provided under a workmen’s compensation 
act. Under the Goins case, it appears that surviving beneficiaries receive a nontaxable benefit 
provided under a workmen’s compensation act where the benefits are payable for death while on 
a service-connected disability pension. 
 
It is our understanding that LAFPP processes Tier 1 benefits to surviving beneficiaries under the 
Goins court ruling as a nontaxable benefit for death while on a service-connected disability 
pension. Although Goins widows are receiving a benefit that requires five years of service by the 
member, the amount of such benefit does not vary based on such member’s years of service.  
Therefore, it appears that the entire benefit payable to Goins widows is nontaxable under Rev. 
Rul. 80-84. 
 
Recommendation: 
None. 
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7. DROP benefits 
 
 A.  Review of DROP basis recovery procedures 
 
Findings and Analysis: 
As part of our documentation review and analysis, we reviewed the Plan’s governing documents, 
written procedures and forms and publications regarding basis recovery from DROP payments. 
In addition, we reviewed written materials and actual DROP basis recovery calculations that 
were developed in response to an updated basis recovery process for retirement benefits with a 
DROP payment. The DROP basis recovery process was updated in order to comply with 
applicable federal tax rules for basis recovery related to lump sum payments made in connection 
with commencement of annuity payments, including IRC section 72(e)(8) and Private Letter 
Ruling 200419036. Our review of DROP basis recovery processes and actual results under the 
updated process included the following elements: 
 
 Recovery of pre-1987 after-tax contributions from a DROP payment; 

 
 Recovery of post-1987 after-tax contributions from a DROP payment made within 90 

days of annuity starting date vs. a DROP payment made more than 90 days of annuity 
starting date; 

 
 Recovery of post-1987 after-tax contributions from monthly service pension commencing 

with a DROP payment; 
 Development of annuity factors based on member’s age at DROP exit and applicable 

interest rates used to determine the allocation of basis recovery between DROP payment 
and monthly service pension (in coordination with Segal actuaries); 

 
 Basis recovery from a DROP payment and monthly service pension where an alternate 

payee receives portion of member’s benefit under a domestic relations order; and 
 
 Basis recovery from a DROP payment where the member dies while participating in 

DROP with a qualified survivor vs. no qualified survivor. 
 
Recommendation: 
Based on the information provided to us by the Plan, LAFPP’s process for basis recovery from 
DROP payments appears to comply with applicable federal tax laws and relevant IRS guidance, 
except as described in item #7B below. In addition, it appears that the updated basis recovery 
methodology was applied consistently for DROP calculations provided to us by LAFPP for a 
sampling of participants during 2013 and 2014.  
 
Please note that there are a few areas related to basis recovery from DROP payments where IRS 
rules do not provide adequate guidance, which requires the Plan to make reasonable 
determinations for applying IRS rules to circumstances that are not covered by IRS guidance. 
For this reason, we recommend that the Plan continue to monitor IRS guidance relating to basis 
recovery from qualified pension plans, including for lump sum payments made in connection 
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with the commencement of annuity payments, with assistance from the Plan’s actuary and tax 
counsel. 
 

 B.  Basis recovery for alternate payees 
 
Findings and Analysis: 
Based on discussions with LAFPP during on-site interviews, staff requested that we provide 
analysis on whether spouses and domestic partners who are alternate payees may recover basis 
from DROP payments under a domestic relations order, and if so, the method for which such 
basis recovery should be made for such recipients. Currently, LAFPP permits alternate payees 
under a domestic relations order (both spouses and domestic partners) to recover any after-tax 
basis from the DROP payment and monthly service pension, taking into account both pre- and 
post-1987 after-tax contributions made during the marital period, in the same manner as basis is 
recovered by the member. 
 
IRS Publication 575 (General Information) states “A spouse or former spouse who receives part 
of the benefits from a retirement plan under a QDRO reports the payments received as if he or 
she were a plan participant. The spouse or former spouse is allocated a share of the 
participant’s cost (investment in the contract)… . A distribution that is paid to a child or other 
dependent under a QDRO is taxed to the plan participant.” 
 
Recommendation: 
It appears that LAFPP is recovering basis on behalf of former spouses who are alternate payees 
under a domestic relations order correctly under IRS Publication 575. However, as discussed in 
item #1 above, where a domestic partner is receiving a portion of a member’s benefits under 
State community property laws, such benefits are taxable to the member under applicable federal 
income tax rules, and thus no basis recovery can be made by a domestic partner. We 
recommend LAFPP revise basis recovery and tax reporting processes for DROP payments to 
domestic partners in accordance with federal tax laws. Please note that DROP payments to 
domestic partners solely due to the death of a member and not under a domestic relations order 
are taxable payments to the domestic partner and any basis may be recovered in the same manner 
as for the member. 

 

 
8. IRC section 415 rules and testing procedures 
 
 A.  Review of 415 testing procedures 
 
Findings and Analysis: 
As part of our documentation review and analysis, we reviewed the Plan’s governing documents, 
written procedures and forms regarding the application of annual benefit limitations under IRC 
section 415(b) for governmental plans and the calculation of amounts payable from the LAFPP’s 
excess benefit arrangement under IRC section 415(m). In addition, we reviewed a sampling of 
actual IRC section 415(b) limit testing calculations and excess benefit determinations for the 
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2014 limitation year. Our review of IRC 415(b) limit testing processes and actual results 
included the following elements: 
 
 Adjustment to 415 limit for form of benefit payment, including application of appropriate 

actuarial factors under IRC 415(b) and related Treasury Regulations for forms of 
payment subject to IRC 417(e)(3); 

 
 Adjustment to 415 limit for after-tax employees contributions with interest;  

 
 Adjustment to 415 limit for annuity equivalent of a DROP payment; 

 
 Conversion to single life annuity form for members with spouses eligible for a qualified 

joint and survivor benefit; 
 
 Accounting for July cost-of-living increases in 415 limit testing; 

 
 Application of special rules for qualified police and fire participants with 15 years of 

service; 
 
 Application of exemptions to 415 limit for post-retirement death benefits and pre-

retirement disability benefits; 
 
 Reduction of 415 limit for members with less than 10 years of service, as applicable; and 

 
 Calculation of annual benefits in excess of 415 limit payable under 415(m) excess benefit 

arrangement, including timing of calculations. 
 
Recommendations: 
Based on the information provided to us by the Plan, LAFPP’s processes and procedures for IRC 
section 415(b) limit testing and determination of excess benefit amounts appear to comply with 
applicable federal tax laws and relevant IRS guidance. In addition, it appears that the IRC section 
415(b) testing methodology was accurately and consistently applied in calculations provided to 
us by LAFPP for a sampling of participants in the 2014 limitation year. 

  

 B.  Section 415 plan document language 

Findings and Analysis: 
Administrative Code §4.1906 contains governing Plan document provisions for compliance with 
IRC section 415(b) annual limitations on benefits. It is our understanding that the provisions of 
this Section were reviewed by the IRS for purposes of issuing a favorable determination letter to 
the Plan in Cycle C-2. Therefore, LAFPP may rely on the form of the Plan for compliance with 
all required provisions under IRC section 415(b) until such letter expires. However, in our 
review of governing Plan documents, we noted one area where LAFPP may desire to add 
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language to specify how the Plan applies a particular rule under IRC 415(b) and related Treasury 
Regulations. 
 
Treas. Reg. section 1.415(a)-1(d)(3) states in part “A plan is permitted to incorporate by 
reference the limitations of section 415 … . Where a provision of section 415 is permitted to be 
applied in more than one manner but is to be applied in a specified manner in the absence of 
contrary plan provisions …[a default rule], if a plan incorporates the limitations of section 415 
by reference with respect to that provision of section 415 and does not specifically vary from the 
default rule, then the default rule applies. …if the limitation of section 415 are to be applied in a 
manner other than using the default rule, the plan must specify the manner in which the 
limitation is to be applied in addition to generally incorporating the limitations of section 415 by 
reference.” 
 
Furthermore, Treas. Reg. section 1.415(a)-1(d)(3)(v) states in part “If a plan incorporates by 
reference the annual adjustments to the limitations of section 415 pursuant to … [cost-of-living 
adjustments], the plan will be treated as applying the section 415(d) cost-of-living adjustments to 
the maximum extent provided in … [the Regulations], except to the extent provided in this 
paragraph … . If a plan incorporates by reference the annual adjustments to limitations under 
section 415(d), the annual increase under section 415(d) … does not apply with respect to a 
participant if the increase is effective after the participant’s severance from employment with the 
employer maintaining the plan … unless the plan specifies that this annual increase applies.” 
 
This means that in order to apply IRS cost-of-living adjustments to the annual benefit limitations 
under IRC section 415(d) to participants who terminated employment and later commence 
receiving retirement benefits, the Plan’s governing documents must specifically state that the 
IRC section 415(d) increases to the annual benefit limit automatically apply to participants who 
have terminated employment. Administrative Code §4.1906 does not contain such specific 
language for former employees. 
 
Recommendation: 
We recommend that LAFPP consider amending Administrative Code §4.1906 to include 
specific language automatically applying the IRS cost-of-living increases under IRC section 
415(d) to former employees who are members of the Plan.  For this purpose, we suggest the 
following language regarding IRC section 415(b) limits: 

 “The adjustment of the annual dollar limitation under Section 415(d) of the Internal 
Revenue Code automatically applies to members who have had a separation from employment 
prior to the annuity starting date, but such member’s benefit payments may not reflect the 
adjusted limit prior to January first of the calendar year in which the adjustment applies.” 

 

 C.  Purchase of service credit 

Findings and Analysis: 
Based on discussions with LAFPP during on-site interviews, staff requested that we provide 
analysis on whether employee make-up contributions for the period while the member was on a 
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nonservice-connected disability in order to receive service credit for such period can be 
considered a purchase of permissive service credit that is “qualified” service credit under IRC 
section 415(n)(3)(C). 
 
Under IRC section 415(n)(3)(A) “permissive service credit” means service credit recognized by 
the plan for purposes of calculating benefits that the participant is not credited with under the 
plan and which the participant may only receive by making voluntary additional contributions to 
the plan. In addition, permissive service credit may include credit for periods for which there is 
no performance of service and credit to provide an increased benefit for service credit the 
participant is already receiving under the plan. Service other than “nonqualified service credit” 
(or “qualified” service credit) consists of service as an employee of a governmental entity, 
including a period of parental, medical, sabbatical and other leave. 
 
Based on the definitions of permissive service credit and service other than nonqualified service 
credit under IRC 415(n), it appears that employee make-up contributions for the period of 
nonservice-connected disability can be considered a purchase of permissive service that is 
qualified service credit. This is because the member must make contributions to receive full 
service credit for the period of nonservice-connected disability, and the member’s period of 
disability likely can be considered a period of leave, even though there is no performance of 
service. 
 
Recommendation: 
None. 

 

9. Retiree health benefits 
 
 A.  Authority to provide subsidy to dependents 

 
Findings and Analysis: 
Based on discussions with LAFPP and information provided to us in connection with the 
compliance review, staff requested that we provide analysis on whether the Board has the 
authority to permit retiree health benefit subsidy amounts to be applied towards health benefit 
plan costs for a retired member’s dependents. Currently, LAFPP provides retiree health benefit 
subsidy amounts toward health benefit costs for a retired member’s dependents, to the extent the 
maximum subsidy amount exceeds the member’s costs for health coverage. The authority to 
provide health benefit subsidies to dependents is based on the following sources: 
 
(1) The LAFPP Board’s annual health subsidy resolution provides for the maximum monthly 
health insurance premium subsidy for the year and states that such subsidy is “payable on behalf 
of the members and their eligible dependents … .” 
 
(2) Board Operating Policies and Procedures, Section 8.2(F) and (G), describe the method by 
which LAFPP calculates the dependent health subsidy for retired members enrolled in Medicare. 
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(3) A Los Angeles City attorney opinion from 1976 states that the Board has the authority to 
pay health subsidies toward dependent coverage. Based in part on that written opinion, the 
LAFPP Board adopted a resolution providing for health benefit subsidies toward dependent 
coverage, which resolution referenced the Board’s general rule-making authority regarding 
retiree health benefit subsidies under City Charter. 
 
(4) Old City Charter Sections 189 (for Tier 1) and 190.50 (for Tier 2) states in part “Any 
subsidy program adopted … pursuant to this section shall be administered by the Board of 
Pension Commissioners. [and]…the Board shall have the … power to adopt such rules as it 
deems necessary to administer such programs.” 
 
(5) Administrative Code §1150(a) states in part “All assets in the 401(h) account shall be 
held in trust for the exclusive benefit of eligible retirees and their spouses and dependents.”  
Further, Administrative Code §1150(d) states in part “All assets of the 401(h) account shall only 
be used for the payment of health care coverage and medical benefits as provided in the Health 
Care Plan for eligible retirees, their eligible dependents, and their qualified survivors.” 
 
It is important to note that retiree health subsidies provided to dependents of retired members of 
the Los Angeles City Employees Retirement System (LACERS) is specifically codified in 
applicable Administrative Code sections, including a description of the method for calculating 
the dependent health subsidy for retired LACERS members enrolled in Medicare in 
Administrative Code §1111(d)(4) and (e)(4). LAFPP’s calculation method for this purpose 
differs from the LACERS methodology. 
 
Recommendation: 
It appears that LAFPP has clearly established authority to pay retiree health benefit subsidy 
amounts to be applied towards health benefit plan costs for a retired member’s dependents, as 
codified in Administrative Code §1150. The language in this Administrative Code section is 
similar to the language in applicable Administrative Code sections for LACERS with respect to 
providing retiree health subsidies to dependents of retired members. However, the language in 
Administrative Code Chapter 11.5 does not include a description of LAFPP’s method for 
calculating the subsidy amount to a retired member’s dependent. Therefore, we recommend that 
LAFPP request that the City Council codify in Administrative Code Chapter 11.5 a description 
of LAFPP’s method for calculating the dependent health subsidy for retired members enrolled in 
Medicare as set forth in existing Board policies, in a similar manner as such method is codified 
for LACERS in Administrative Code §1111(d)(4) and (e)(4). 

   

 B.  Imputed income 
 
Findings and Analysis: 
Based on discussions with LAFPP during on-site interviews, staff requested that we review the 
LAFPP’s process for self-certification from a member regarding whether or not the member’s 
domestic partner and the partner’s children qualify as income tax dependents for purposes of 
determining imputed income for the value of retiree health coverage to individuals whose 
coverage is not excludable under IRC section 106. Further, LAFPP staff requested information 
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on other individuals whose employer-provided health coverage may or may not be excludable 
under IRC section 106. 
 
IRC section 106(a) provides that “gross income of an employee does not include employer-
provided coverage under an accident or health plan.” This exclusion applies equally to former 
employees, including retirees, as it does to current employees. 
 
Further, Treas. Reg. section 1.106-1 states “The gross income of an employee does not include 
the contributions that the employer makes to an accident or health plan for compensation 
(through insurance or otherwise) to the employee for personal injuries or sickness incurred by 
the employee, the employee’s spouse, the employee’s dependents (as defined in section 152 
determined without regard to section 152(b)(1), (b)(2) or (d)(1)(B)), or any child (as defined in 
section 152(f)(1)) of the employee who as of the end of the taxable year has not attained age 27.” 
 
Thus, for any individual who is covered by LAFPP’s retiree health plan but does not meet the 
requirements for tax dependent status as set forth in the Regulations, the plan must report to the 
IRS the value of the coverage as imputed income of the retiree. Alternatively, the plan can 
require that the retiree pay for the coverage with after-tax dollars, or utilize some combination of 
imputed income and after-tax contributions for the coverage. In order for an individual to be 
considered a tax dependent under the Treasury Regulations and rules in IRC section 152, such 
individual must satisfy several tests, including requirements for relationship status, age, income 
dependency and residency. In many instances, domestic partners and/or their children may 
satisfy the requirements for a dependent that is eligible for excludable health coverage under IRC 
section 106. 
 
It is common for employer-provided health plan sponsors to require employees (or retirees) to 
provide a certification or affidavit each plan year that determines the tax dependent status of a 
domestic partner and/or the partner’s children and imposes an affirmative obligation on the 
member to notify the plan of any changes. The IRS has approved a health plan’s use of an 
employee certification to establish that a domestic partner was a tax dependent. 
 
Recommendations: 
Based on the guidance described herein, it appears that self-certification by a member may 
provide an adequate process for determining the tax dependent status of a domestic partner 
and/or the partner’s children for purposes of excludable health coverage under IRC section 106. 
However, we recommend that the Plan check with the City regarding its process for the same 
purpose to determine if a best practice is prescribed. In addition, we recommend that you 
consider whether an audit of the dependent status of individuals covered by the LAFPP retiree 
health plan is warranted to determine if individuals (other than domestic partners and their 
children) are covered by the plan but do not meet requirements for tax dependents under 
applicable Internal Revenue Code sections.  
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APPENDIX 

 
Treas. Reg. §1.401(a)(9)- 6, Q-2.  How must distributions in the form of a life (or joint and survivor) 
annuity be made in order to satisfy the minimum distribution incidental benefit (MDIB) requirement of 
section 401(a)(9)(G) and the distribution component of the incidental benefit requirement of § 1.401-
1(b)(1)(i)?  

A-2. (a) Life annuity for employee. If the employee's benefit is paid in the form of a life annuity for the 
life of the employee satisfying section 401(a)(9) without regard to the MDIB requirement, the MDIB 
requirement of section 401(a)(9)(G) will be satisfied. 

(b) Joint and survivor annuity, spouse beneficiary. If the employee's sole beneficiary, as of the annuity 
starting date for annuity payments, is the employee's spouse and the distributions satisfy section 401(a)(9) 
without regard to the MDIB requirement, the distributions to the employee will be deemed to satisfy the 
MDIB requirement of section 401(a)(9)(G). For example, if an employee's benefit is being distributed in 
the form of a joint and survivor annuity for the lives of the employee and the employee's spouse and the 
spouse is the sole beneficiary of the employee, the amount of the periodic payment payable to the spouse 
would not violate the MDIB requirement if it was 100 percent of the annuity payment payable to the 
employee, regardless of the difference in the ages between the employee and the employee's spouse. 

(c) Joint and survivor annuity, nonspouse beneficiary.- (1) Explanation of rule. If distributions commence 
under a distribution option that is in the form of a joint and survivor annuity for the joint lives of the 
employee and a beneficiary other than the employee's spouse, the minimum distribution incidental benefit 
requirement will not be satisfied as of the date distributions commence unless under the distribution 
option, the annuity payments to be made on and after the employee's required beginning date will satisfy 
the conditions of this paragraph (c). The periodic annuity payment payable to the survivor must not at any 
time on and after the employee's required beginning date exceed the applicable percentage of the annuity 
payment payable to the employee using the table in paragraph (c)(2) of this A-2. The applicable 
percentage is based on the adjusted employee/beneficiary age difference. The adjusted 
employee/beneficiary age difference is determined by first calculating the excess of the age of the 
employee over the age of the beneficiary based on their ages on their birthdays in a calendar year. Then, if 
the employee is younger than age 70, the age difference determined in the previous sentence is reduced by 
the number of years that the employee is younger than age 70 on the employee's birthday in the calendar 
year that contains the annuity starting date. In the case of an annuity that provides for increasing 
payments, the requirement of this paragraph (c) will not be violated merely because benefit payments to 
the beneficiary increase, provided the increase is determined in the same manner for the employee and the 
beneficiary. 

(2) Table. Adjusted employee/beneficiary age difference 

Applicable percentage 

10 years or less                 100 
11                                      96 
12                                      93 
13                                      90 
14                                      87 
15                                      84 
16                                      82 
17                                      79 
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18                                      77 
19                                      75 
20                                      73 
21                                      72 
22                                      70 
23                                      68 
24                                      67 
25                                      66 
26                                      64 
27                                      63 
28                                      62 
29                                      61 
30                                      60 
31                                      59 
32                                      59 
33                                      58 
34                                      57 
35                                      56 
36                                      56 
37                                      55 
38                                      55 
39                               54 
40                               54 
41                               53 
42                               53 
43                               53 
44 and greater             52 
 

(3) Example. This paragraph (c) is illustrated by the following example: 

Example. Distributions commence on January 1, 2003 to an employee (Z), born March 1, 1937, after 
retirement at age 65. Z's daughter (Y), born February 5, 1967, is Z's beneficiary. The distributions are in 
the form of a joint and survivor annuity for the lives of Z and Y with payments of $500 a month to Z and 
upon Z's death of $500 a month to Y, i.e., the projected monthly payment to Y is 100 percent of the 
monthly amount payable to Z. Accordingly, under A-10 of this section, compliance with the rules of this 
section is determined as of the annuity starting date. The adjusted employee/beneficiary age difference is 
calculated by taking the excess of the employee's age over the beneficiary's age and subtracting the 
number of years the employee is younger than age 70. In this case, Z is 30 years older than Y and is 
commencing benefit 4 years before attaining age 70 so the adjusted employee-beneficiary age difference 
is 26 years. Under the table in the paragraph (c)(2) of this A-2, the applicable percentage for a 26-year 
adjusted employee/beneficiary age difference is 64 percent. As of January 1, 2003 (the annuity starting 
date) the plan does not satisfy the MDIB requirement because, as of such date, the distribution option 
provides that, as of Z's required beginning date, the monthly payment to Y upon Z's death will exceed 66 
percent of Z's monthly payment.  
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ATTACHMENT 2

Recom. 
No. Finding Recommendation LAFPP Comments Status

1 Division of pensions upon dissolution of marriage
Payments to nonspouse alternate payees are taxable to members (including 
domestic partners and beneficiaries after death of former spouse)

Begin reporting payments to nonspouse 
alternate payees as taxable distribution to 
member

Staff has modified its procedures and is updating our 
communication materials to ensure retired members 
with former domestic partners receiving community 
property payments are treated as the distributee for 
tax purposes.

Complete

2 Required minimum distributions

A

Non-spouse beneficiaries LAFPP monitor the minimum incidental death 
benefit rule on a case-by-case basis and 
restrict the survivorship percentages according 
to the IRS table, to the extent necessary OR 
restrict joint and survivor annuities to 
nonspouse beneficiaries to a percentage not 
greater than 50% of the members pension at 
the date of death.

Staff to monitor payments to surviving domestic 
partners for compliance with minimum incidental 
death benefit rule.

Complete

B

Members reaching required beginning date and notice of required minimum 
distribution rules

LAFPP establish a written administrative 
procedure for locating missing or unresponsive 
members or beneficiaries nearing age 70, 
consistent with the Plan's current practices.  

Staff documented current administrative procedures 
and Board adopted forfeiture policy in Sept. 2015.

Complete

3 Correction of benefit overpayments
Overpayments to members being recovered by an offset to any benefits payable 
after the death of a member.

Discontinue offsetting death benefits to a 
beneficiary for recoupment of overpayment to 
the member.  Document measures to recoup 
overpayment from the member's estate.

Staff has amended policies and procedures to 
implement this recommendation.

Complete

4 Social Security Mandatory Coverage
Tier 4 members must earn 20 years of service credit to vest in a service pension.  
Termination prior to 20 years does not provide a refund of contributions.  IRS rules 
require public retirement system to provide a benefit that is comparable to Social 
Security OASDI program.  

Consult with legal counsel on whether Tier 4 
benefits comply with Social Security coverage 
rules.  Consider modifying Tier 4 to provide a 
minimum benefit (e.g., refund of contributions 
after 10 years of service)

Staff to review options provided by outside tax 
counsel with Plan sponsor to determine any action 
to be taken.

Under review

5 Basis recovery from disability pensions

5.1
LAFPP currently treats nonservice-connected disability benefits as pension income 
and basis recovery begins immediately upon commencement.  Under IRS rules, 
disability benefits are taxable as wages until retiree reaches minimum retirement age 
under the plan; then taxable as pension and basis recovery can begin. 

Begin reporting nonservice-connected disability 
benefits as wages until minimum retirement 
age and then recover basis

Outside tax counsel has advised that basis can be 
recovered from nonservice-connected benefits upon 
commencement of payments.

No action

IRC OPERATIONAL COMPLIANCE AUDIT RECOMMENDATIONS STATUS LOG
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Recom. 
No. Finding Recommendation LAFPP Comments Status

IRC OPERATIONAL COMPLIANCE AUDIT RECOMMENDATIONS STATUS LOG

5.2

LAFPP currently treats all or a portion of service-connected disability benefits as 
nontaxable workmen’s compensation benefits; any taxable portion is not converted to 
service pension for basis recovery.  Under IRS rules, any portion of disability benefits 
not workmen’s compensation is reportable as wages until retiree reaches minimum 
retirement age and after that basis may be recovered.

Begin basis recovery on any taxable portion of 
service-connected disability benefits upon 
reaching minimum retirement age; prior to 
reaching minimum age, should report taxable 
benefits as wages.

Staff is modifying its procedures to provide basis 
recovery for the taxable portion of service-connected 
disability benefits only after the member reaches (or 
would have reached) the normal retirement age for 
their tier.

Complete

7 DROP Benefits

A.

Review of DROP basis recovery Plan continue to monitor IRS guidance relating 
to basis recovery from qualified plans, including 
lump sum payments made in connection with 
the commencement of annuity payments.

Staff will continue to monitor in conjunction with City 
Attorney, outside tax counsel and the plan's actuary.

Complete

B
Basis recovery for alternate payees - determine if spouses and domestic partners 
who are alternate payees may recover basis from DROP payments under a domestic 
relations order.  

LAFPP is correctly recovering basis on behalf 
of former spouses who are alternate payees 
under a domestic relations order.

Staff will continue to monitor in conjunction with City 
Attorney, outside tax counsel and the plan's actuary.

Complete

For State-registered domestic partners 
receiving a community property share, benefits 
are taxable to the member and no basis may be 
recovered by the former domestic partner.  

Staff will be revising basis recovery procedures to 
address recovery for former domestic partners 
receiving community property payments.

In progress

8 IRC Section 415 rules and testing procedures

B

Section 415 plan document language Consider amending the Administrative Code to 
include specific language regarding IRS cost-of-
living increases under IRC section 415(d) for 
retirees

Staff to confer with City Attorney and outside tax 
counsel

In progress

9 Retiree health benefits

A

Authority to provide subsidy to dependents - LAFPP has clearly established authority 
to pay retiree health benefit subsidy towards costs for a retired member's 
dependents.  However, Administrative Code does not include a description of the 
method for calculating the subsidy amount for a retired member's dependent(s).

Amend Administrative Code to include a 
description of the method for calculating the 
dependent health subsidy for retired members 
enrolled in Medicare as set forth in existing 
Board policies.

Staff consulted with fiduciary counsel and 
determined that the Charter/Ad Code provisions, as 
well as the Board's policies/resolutions are 
adequate.

No action

B

Imputed income - process of self-certification from a member regarding whether or 
not the member's domestic partner or the partner's children qualify as income tax 
dependents for imputed income purposes

Self-certification provides an adequate process. 
Recommend LAFPP check with the City 
regarding the process utilized by Personnel.  
Consider an audit of dependent status of 
individuals.

Staff to research process of other City departments 
(i.e., Personnel, LACERS).  Continue dependent 
status verification with the Associations, as per 
Operations Agreements.

In progress
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Los Angeles 
Fire & Police Pensions 

Agenda 
 Advisory Mandate  
 Private Equity Portfolio Performance Review (as of June 30, 2016) 

̶ Core & Specialized Manager Programs 

 Commodities Allocation to Private Equity Performance Review (as of June 30, 
2016) 

 Strategic Plan Update (as of July 15, 2016) 
 Discussion on Investment Process 
 Disclosure Statement 
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Advisory Mandate 
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Los Angeles 
Fire & Police Pensions 

Advisory Mandate 
 Portfolio Advisors (“PA”) serves as a separate account, non-discretionary advisor overseeing 

two private equity programs for LAFPP, the Core & Specialized Manager Programs, and a 
Commodities Allocation to Private Equity 
̶ LAFPP’s Private Equity Portfolio is comprised of the Core and Specialized Manager Programs 

• PA is committing a combined total of approximately $300 to $350 million per annum for these two programs 

̶ LAFPP’s Commodities Allocation to Private Equity is separate from its Private Equity Portfolio 
• PA is committing approximately $50 million per annum for this allocation 

 Responsibilities include: 
̶ Working closely with Staff on all matters relating to LAFPP’s Private Equity Portfolio and Commodities Allocation to PE 
̶ Preparing Strategic and Tactical Plans 
̶ Performing commitment pacing studies 
̶ Maintaining broad market presence to source new investments 
̶ Conducting thorough due diligence on primary fund investments 
̶ Meeting 10 to 12 times a year with LAFPP’s Board – Topics include investment recommendations and educational sessions 
̶ Negotiating terms and conditions of agreements 
̶ Reviewing documentation for fund closing 
̶ Managing portfolio investments – Private Equity Portfolio currently has 317 funds & Commodities Allocation to PE has 8 funds 
̶ Providing ongoing advice with respect to the management of the investments (e.g., key-man events, amendment reviews, 

extensions, etc.) 
̶ Attending annual meetings and designated advisory committee meetings of partnerships 
̶ Loading and maintaining daily cash flow and quarterly investment data on the entire portfolio of investments 
̶ Providing quarterly reports on the portfolio 
̶ Providing Staff training and on-line access to PRIVILEGe® 
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Los Angeles 
Fire & Police Pensions 

(1) 2016 Statistics reflect commitment activity through June 30, 2016 
(2) Committed an additional $15 million to Palladium IV 
  

LA Fire & Police Annual Commitment Summary 
  2010 2011 2012 2013 2014 2015 20161 Total 

Private Equity Exposure Target - Core 
& Specialized Manager Programs 9% 9% 9% 9%/10% 10% 10%  10% 

Target Commitment Pace $275-$325 $275-$325 $275-$325 $275-$350 $300-$350 $300-$350 $300-350 
              

Closed Commitments $265  $262 $246  $280  $360  $338  $248 $1,999 
Closed Commitments - # 12 18 20 13 18 21 13 115 

              

Sector Weightings - % of Closed 
Commitments             

Buyout 47% 50% 32% 68% 46% 37% 63% 49% 
Special Situations 23% 31% 39% 18% 24% 27% 10% 25% 

Venture Capital & Growth Equity 30% 19% 28% 14% 31% 36% 27% 26% 
  100% 100% 100% 100% 100% 100% 100% 100% 

              

Specialized Managers - # 1 6 9 22 4 5 0 27 

MBE & WBE Specialized Managers - # 0 3 6 22 2 3 0 16 
              

Commodities Allocation to Private 
Equity - Target Commitment Pace     $50  $50  $50  $50  $50 

Closed Commitments     $44  $25  $50  $55 $0 $174 
Closed Commitments - #     3 1 2 2 0 8 
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Los Angeles 
Fire & Police Pensions 

Private Equity Portfolio Performance Review 
Core and Specialized Manager Programs 

(as of June 30, 2016) 
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Los Angeles 
Fire & Police Pensions 

Highlights 
 Portfolio 

̶ Aggregate Portfolio is comprised of $3,893.6 million of commitments to 317 partnerships managed by 153 different sponsors 
since inception 
• Core Portfolio is comprised of $3,502.2 million of commitments to 271 partnerships managed by 128 different sponsors 
• Specialized Manager Portfolio is comprised of $391.5 million of commitments to 46 partnerships managed by 38 sponsors 

̶ During the first half of 2016, $247.5 million of commitments to 13 new partnerships were added to the Aggregate Portfolio 
• $337.5 million of commitments to 21 new partnerships and $360 million of commitments to 18 new partnerships were added during 2015 and 2014, 

respectively (targeted $300 to $350 million of commitments during both 2015 and 2014).  This compares to $280 million of commitments to 13 new 
partnerships added during 2013 

• Increase in 2014  and 2015 commitment pace reflects the increase in the Private Equity Exposure Target to 10% from 9% in Q4 of 2013 

 Performance 
̶ Aggregate Portfolio was generating a net IRR since inception of 10.7% and a 1.47x total return multiple on invested capital 

• Core Portfolio was generating a net IRR since inception of 10.7% (first cash flow 9/1996) and a 1.48x total return multiple on invested capital 
• Specialized Manager Portfolio was generating a net IRR since inception of 10.7% (first cash flow 12/2007) and a 1.36x total return multiple on 

invested capital 

̶ From a one-, three-, and five-year perspective, LAFPP’s Aggregate Portfolio lagged the cash flow weighted S&P 500 Index + 400 bps 
benchmark as a result of strong stock market performance over the last few years.  Additionally, LAFPP’s 10 year and ITD 
performance, which are the more relevant measures of performance, were slightly below the benchmark for each time period by 
120 and 50 bps, respectively 

 Diversification 
̶ Aggregate Portfolio is well diversified across geographies, sectors and vintage years and has exposure to multiple industries and 

over 3,000 companies 

 Cash Flows 
̶ Similar to 2012, 2013 and 2014, distributions continued to outpace contributions (positive net cash flow) through 2015 
̶ During the first half of 2016, LAFPP continued to experience positive net cash flow of $6 million 
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Los Angeles 
Fire & Police Pensions 

Aggregate Portfolio Private Equity Exposure Summary 
$’s in millions 

Total Plan Market Value $18,435.6 

Private Equity Exposure Target (%) 10% ± 2.5% 

Private Equity Exposure Target ($) $1,843.6 

Current Private Equity Exposure (%) 9.1% 

ARV1 $1,672.6 

Aggregate Portfolio Summary 
 During Q4 of 2013, LAFPP increased its private equity exposure target to 10% 

from 9%.  As of March 31, 2016, the Aggregate Portfolio’s ARV1 was $1,672.6 
million, approximately 9.1% of total Plan assets 
 

1) ARV - Adjusted Reported Value. Represents reported value as most recently reported by the General Partners, adjusted for net contribution and distribution activity 
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Los Angeles 
Fire & Police Pensions 

Aggregate Portfolio Summary (continued) 
 LAFPP has committed $3,893.6 million to 317 partnerships managed by 153 sponsors 

since the inception of its Private Equity Portfolio in 1996 
 Contributions to and distributions from the Aggregate Portfolio since inception 

totaled $2,809.6 million and $2,464.6 million, respectively 
 Net IRR since inception of 10.7% was down slightly year over year. The Return 

Multiple1 was down slightly year over year as well 

 Portfolio generated year over year positive net cash flow of $2.4 million 

1)  Return Multiple: (Cumulative Distributions + ARV1) / Cumulative Contributions (including fees outside of commitment)  
2)  ARV - Adjusted Reported Value. Represents reported value as most recently reported by the General Partners, adjusted for net contribution and distribution activity 
3)  Total Value: Cumulative Distributions + ARV1 
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Aggregate Portfolio Snapshot 
$’s in millions 

Portfolio Since Inception 6/30/16 6/30/15 Net Change 
Partnerships 317 295 22 
      Active 275 264 11 
      Inactive 42 31 11 
Sponsors 153 148 5 
Commitments $3,893.6 $3,520.6 $373.0 

Contributions $2,809.6 $2,547.1  $262.5 
Remaining Commitments   $1,113.3    $1,001.4 $111.9 
Distributions $2,464.6 $2,199.7 $264.9 
ARV2 $1,655.1  $1,621.3  $33.8 
Total Value3 $4,119.8 $3,821.0  $298.8 
Return Multiple1 1.47x 1.50x (0.03x) 
Net IRR Since Inception 10.7% 11.1% (0.4%) 



Los Angeles 
Fire & Police Pensions 

Core & Specialized Manager Portfolio Summaries 
 Core Portfolio accounts for 89.9% of the total commitments and 83.8% of total market 

value (“ARV”)1 in the Aggregate Portfolio 
 Based on Net IRR Since Inception, Core Portfolio performance was down by 37 bps and 

Specialized Manager Portfolio performance was down 93 bps year over year 
 Distributions outpaced contributions in the Core Portfolio, however, contributions 

outpaced distributions in the Specialized Portfolio 

1) ARV - Adjusted Reported Value. Represents reported value as most recently reported by the General Partners, adjusted for net contribution and distribution activity 
2) Total Value: Cumulative Distributions + ARV1 

3) Return Multiple: (Cumulative Distributions + ARV1) / Cumulative Contributions (including fees outside of commitment) 
4) The first cash flows for the Core and Specialized Portfolios were  9/1996 and 12/2007, respectively 
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Core Portfolio Snapshot 
$’s in millions 

Portfolio Since Inception 6/30/16 6/30/15 Net Change 

Partnerships 271 252 19 
      Active 229 221 8 
      Inactive 42 31 11 
Sponsors 128 124 4 
Commitments $3,502.2 $3,144.2 $358.0 
Contributions $2,525.0  $2,297.9  $227.1  
Remaining Commitments    $1,009.5    $877.2 $132.3 
Distributions $2,346.7 $2,116.4  $230.3  
ARV1 $1,386.7  $1,360.6    $26.1 
Total Value2 $3,733.5  $3,477.1  $256.4 
Return Multiple3 1.48x 1.52x (0.04x) 
Net IRR Since Inception4 10.7% 11.1% (0.4%) 

Specialized Manager Portfolio Snapshot 
$’s in millions 

Portfolio Since Inception 6/30/16 6/30/15 Net Change 

Partnerships 46 43 3 
      Active 46 43 3 
      Inactive 0 0 0 
Sponsors 38 35 3 
Commitments $391.5 $376.5 $15.0 
Contributions $284.6 $249.2  $35.4  
Remaining Commitments $103.8 $124.2 ($20.4) 
Distributions $117.9 $83.3 $34.6 
ARV1 $268.4  $260.7 $7.7 
Total Value2 $386.3  $343.9  $42.4  
Return Multiple3 1.36x 1.36x 0.0x 
Net IRR Since Inception4 10.7% 11.7% (1.0%) 



Los Angeles 
Fire & Police Pensions 
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Across-Period Performance 
Comparative Returns as of March 31, 2016 

Aggregate Net IRR

S&P 500 +400 bps

Core Net IRR

Specialized Manager Net IRR

Comparative Returns 
 From a 1-, 3-, and 5-year perspective, LAFPP’s Aggregate Portfolio lagged the S&P 500 

Index +400 bps benchmark1.  LAFPP’s 10-year and ITD performance lagged the 
benchmark for each time period by 120 and 50 bps, respectively 
 

1)  With the exception of the hypothetical final cash flow, the cash weighted return for the S&P 500 + 400 bps index assumes the same inception to date net cash flow stream 
that was used in calculating the returns for the Aggregate Portfolio.  The hypothetical final cash flow/valuation at 3/31/2016 reflects the amount of appreciation or 
depreciation that the index experienced from inception to date 

2)  1-, 3-, 5- and 10- year IRRs (“Across Period” returns) are calculated using the previous periods ending value as the calculations’ initial cash inflow.  The across period IRR 
represents the implied discount rate that will make the net present value of the stream of cash flows sum to zero 

3)  “ITD Net IRR”: Inception-to-Date Net Internal Rate of Return as of 3/31/2016 
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Los Angeles 
Fire & Police Pensions 

Portfolio Diversification 
 Aggregate Portfolio is well diversified across geographies, sectors and vintage years 

and has exposure to multiple industries and over 3,000 companies 

1)  Reported Value: Represents reported value as most recently reported by the General Partners 
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Buyout  
46% 

Venture 
Capital & 
Growth 
Equity 
30% 

Special 
Situations  

24% 

U.S. 
79% 

International 
21% 

All Charts are based on Reported Value1 

As of March 31, 2016 



Los Angeles 
Fire & Police Pensions 

Portfolio Diversification (continued) 
 Aggregate Portfolio is well diversified by industry and has approximately 90% exposure 

to private companies with the balance in public companies 
 

1)  Reported Value: Represents reported value as most recently reported by the General Partners 
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Public/Private based on Reported Value1 

As of March 31, 2016 

Private 
90% Public 
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Los Angeles 
Fire & Police Pensions 

Portfolio Performance1 
 LAFPP Aggregate Portfolio grouped into vintage year buckets – “Mature” (1996-

2004), “Maturing” (2005-2009) and “Developing” (2010-2016) 
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Vintage 
Years 

LTM 
Contributions 

ITD 
Contributions 

LTM 
Distributions 

ITD 
Distributions ARV2 

1 Year 
IRR 

3 Year 
IRR 

5 Year 
IRR 

10 Year 
IRR 

Return 
Multiple 

as of 
6/30/15 

Return 
Multiple 

as of 
6/30/16 

ITD IRR  
as of 

3/31/15 

ITD IRR  
as of 

3/31/16 
$’s in millions 

Mature 
(1996-2004) $0.3 $756.9 $24.9 $1,120.0 $52.0 (10.6%) 9.3% 7.9% 10.9% 1.56x 1.55x 10.0% 9.9% 

Maturing 
(2005-2009) $6.1 $946.5 $147.3 $1,083.4 $468.2 4.2% 12.0% 12.4% 11.4% 1.64x 1.64x 11.9% 11.3% 

Developing 
(2010-2016) $256.1 $1,106.1 $92.7 $261.2 $1,134.9 8.1% 14.0% 12.7% 12.6% 1.29x 1.26x 15.2% 12.6% 

Total 
Portfolio $262.5 $2,809.6 $265.0 $2,464.6 $1,655.1 5.8% 12.7% 12.0% 11.5% 1.50x 1.47x 11.2% 10.7% 

1. All data presented as of  6/30/2016, unless otherwise stated. 
2. ARV – Adjusted Reported Value: Represents reported value as most recently reported by the General Partners, adjusted for net contribution and distribution activity 

through June 30, 2016 



Los Angeles 
Fire & Police Pensions 

Sector Performance 
 The Buyout Sector, the Aggregate Portfolio’s largest exposure at 45.8%, has 

performed well with a net IRR since inception of 12.3% 
 The Venture Capital & Growth Equity Sector, the Aggregate Portfolio’s second 

largest exposure at 30.3%, has generated a net IRR since inception of 7.4% 
 Special Situations, the Aggregate Portfolio’s third largest exposure at 23.9%, has 

performed well with a net IRR since inception of 10.1% 
 

 

1)  ARV - Adjusted Reported Value. Represents reported value as most recently reported by the General Partners, adjusted for net contribution and distribution activity 
2)  Return Multiple: (Cumulative Distributions + ARV1) / Cumulative Contributions (including fees outside of commitment) 
3)  Net IRR Since Inception as of  3/31/2016 
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Sector Commitments % of Total 
Commitments ARV1 % of ARV1 Return Multiple2 Net IRR3 

$’s in millions 

Buyout $1,989.9 51.1% $758.3 45.8% 1.58x 12.3% 

Special Situations $1,005.8 25.8% $396.0 23.9% 1.37x 10.1% 
Venture Capital & 
Growth Equity $898.0 23.1% $500.8 30.3% 1.33x 7.4% 

Total Portfolio $3,893.6 100% $1,655.1 100% 1.47x 10.7% 



Los Angeles 
Fire & Police Pensions 

Performance by Sub-Sector Strategy 

1)  Adjusted Reported Value: Represents reported value as most recently reported by the General Partners, adjusted for net contribution and distribution activity 
2)  Net IRR Since Inception as of 3/31/2016 
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$264.1 
MM 

$267.2 
MM $246.0 

MM 

$280.0 
MM 

Investment Strategy Capital 
Committed 

Paid-In   
Capital Percentage Called Capital 

Distributed 
Percentage 
Distributed 

Adjusted 
Reported 

Value1 
Net IRR2 

$’s in millions 

Buyout  $1,989.9 $1,407.1 71% $1,492.9 75% $758.3 12.3% 

      Large  $581.4 $472.0 81% $630.6 108% $173.5 12.9% 

      Mid Market $1,408.5 $935.1 66% $862.2 61% $584.8 11.9% 

Special Situations  $1,005.7 $728.6 72% $601.5 60% $396.0 10.1% 

      Distressed Debt & Restructuring $590.7 $408.2 69% $343.6 58% $236.7 11.0% 

      Mezzanine $73.0 $66.8 92% $67.2 92% $25.5 13.1% 

      Multi-Strategy & Other $222.5 $164.2 74% $108.1 49% $95.7 6.4% 

      Secondary $119.5 $89.3 75% $82.6 69% $38.1 10.8% 

Venture Capital & Growth Equity $898.0 $644.7 72% $370.3 41% $500.8 7.4% 

      Early Stage  $118.8 $83.0 70% $55.8 47% $42.7 4.7% 

      Late Stage  $111.0 $70.5 64% $53.2 48% $28.2 0.9% 

      Multi-Stage $359.2 $260.7 73% $180.6 50% $193.7 8.9% 

      Growth     $309.0 $230.5 75% $80.6 26% $236.3 10.1% 

Total Portfolio  $3,893.6 $2,780.3 71% $2,464.6 63% $1,655.1 10.7% 



Los Angeles 
Fire & Police Pensions 

Performance by Sub-Sector Strategy1 
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$264.1 
MM 

$267.2 
MM $246.0 

MM 

$280.0 
MM 

Investment Strategy 1 Year IRR 3 Year IRR 5 Year IRR 10 Year IRR ITD IRR 

Buyout  8.7% 15.8% 14.6% 13.6% 12.3% 

      Large  11.9% 17.0% 13.4% 12.4% 12.9% 

      Mid Market 7.6% 15.3% 15.2% 14.5% 11.9% 

Special Situations  (1.5%) 4.3% 7.0% 9.1% 10.1% 

      Distressed Debt & Restructuring (0.1%) 7.6% 8.9% 9.8% 11.0% 

      Mezzanine 2.0% 10.4% 10.4% 14.4% 13.1% 

      Multi-Strategy & Other (8.9%) (4.1%) 1.7% 5.5% 6.4% 

      Secondary 7.3% 9.0% 9.9% 10.4% 10.9% 

Venture Capital & Growth Equity 7.8% 16.3% 12.8% 9.2% 7.4% 

      Early Stage  0.9% 12.1% 8.0% 7.2% 4.7% 

      Late Stage  (16.7%) (5.8%) (0.8%) 2.8% 0.9% 

      Multi-Stage 15.2% 22.7% 16.4% 9.6% 8.9% 

      Growth     6.7% 15.1% 13.5% 12.0% 10.1% 

Total Portfolio  5.8% 12.7% 12.0% 11.5% 10.7% 

1) All data as of 3/31/2016 



Los Angeles 
Fire & Police Pensions 

Vintage Year Performance 
 Aggregate Portfolio performance exceeded the Cambridge Associates Benchmark 

median returns for 11 of the 18 reported vintage years and exceeded the top quartile 
returns for 2 of the 18 reported vintage years 

1)  ARV - Adjusted Reported Value. Represents reported value as most recently reported by the General Partners, adjusted for net contribution and distribution activity 
2)  Return Multiple: (Cumulative Distributions + ARV1) / Cumulative Contributions (including fees outside of commitment) 
3)  Net IRR Since Inception as of 3/31/2016 
4)  Weighted benchmark was calculated from the product of the percent drawn in each  sector within each vintage year in LAFPP’s portfolio multiplied by the sector-specific 

Cambridge Associates Benchmark returns.  Same methodology was used for the Total Portfolio 
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Vintage Year Commitments % of Total ARV1 % of Total Return 
Multiple2 Net IRR3 Median Weighted 

Benchmark4 

Top Quartile 
Weighted 

Benchmark4 
$’s in millions 

1996 $18.1 0% $0.1 0% 1.95x 22.2% 13.2% 30.0% 
1997 $65.6 2% $2.3 0% 1.76x 18.1% 15.8% 35.9% 
1998 $131.2 3% $1.7 0% 1.40x 7.3% 8.8% 16.8% 
1999 $144.6 4% $1.6 0% 1.32x 5.2% 6.5% 13.9% 
2000 $203.4 5% $11.2 1% 1.46x 8.0% 10.4% 16.8% 
2001 $59.7 2% $5.8 0% 2.06x 21.4% 16.3% 25.5% 
2002 $11.3 0% $1.2 0% 2.43x 33.2% 20.3% 26.9% 
2003 $50.3 1% $12.0 1% 1.66x 11.8% 15.4% 24.4% 
2004 $75.0 2% $16.0 1% 1.58x 11.6% 8.1% 16.1% 
2005 $158.2 4% $43.5 3% 1.51x 7.6% 7.3% 13.5% 
2006 $161.6 4% $40.6 2% 1.43x 6.6% 7.9% 13.0% 
2007 $231.2 6% $110.1 7% 1.70x 13.1% 9.1% 14.0% 
2008 $405.6 10% $231.9 14% 1.75x 15.7% 10.8% 16.8% 
2009 $65.5 2% $42.1 3% 1.56x 12.4% 14.0% 20.1% 
2010 $199.5 5% $141.4 9% 1.44x 11.9% 12.7% 19.2% 
2011 $349.7 9% $314.9 19% 1.36x 12.5% 11.3% 19.2% 
2012 $329.0 8% $276.7 17% 1.36x 18.6% 13.0% 18.1% 
2013 $202.0 5% $131.2 11% 1.09x 7.2% 6.4% 14.8% 
2014 $342.5 9% $175.1 5%  NM NM NM NM 
2015 $353.0 9% $84.4 1%  NM NM NM NM 
2016 $336.8 9% $11.2 1%  NM NM NM NM 

Total Portfolio $3,893.6 100% $1,655.1 100% 1.47x 10.7% 8.8% 16.9% 



Los Angeles 
Fire & Police Pensions 

Five Largest Sponsors by Total Exposure1 

$’s in millions 

Sponsor # of  
Funds 

Total  
Commitments 

% of  
Total 

Total    
Exposure1 

% of  
Total 

Return  
Multiple2 

Net 
IRR3 

ABRY Partners Incorporated 5 $135.0  3% $137.3 4% 1.29 12.7% 

Vista Equity Partners 5 $136.3 4% $125.8 3% 1.73x 28.8% 

Insight Venture Associates 5 $105.0 3% $117.3 3% 1.29x 11.8% 

Thoma Bravo 3 $80.0 2% $84.2 2% 1.41x 25.9% 

Ares Corporate Opportunities 6 $150.0 4% $81.9 2% 1.73x 14.7% 

24 $606.3 16% $546.4 20% 1.52x 16.7% 

Five Largest Sponsors by Total Exposure 
 Top five sponsors by total exposure account for 16% of the Aggregate Portfolio’s 

total commitments and 20% of the total exposure1 

1)  Total Exposure is equal to the reported value as most recently reported by the General Partners plus remaining commitment 
2)  Return Multiple: (Cumulative Distributions + Reported Value) / Cumulative Contributions (including fees outside of commitment)  
3)  Net IRR Since Inception as of 3/31/2016 
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Aggregate Portfolio Cash Flow Summary 
 Cumulative contributions and distributions totaled $2,809.6 million and $2,464.6 

million, respectively 
 Aggregate Portfolio’s total value is $4,119.8 million as of June 30, 2016 
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Los Angeles 
Fire & Police Pensions 

Annual Net Cash Flow Summary 

 2015 marked the fourth consecutive 
year in which the Aggregate 
Portfolio’s distributions outpaced 
contributions (positive net cash flow) 
̶ Distributions continued to outpace 

contributions in the 1st half of 2016 
 

 With the increase in the exposure 
target and commitment pace in 2013 
and 2014, it is likely that the Portfolio 
will revert to a negative net cash flow 
profile in the next three years 
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$264.1 
MM 

$267.2 
MM $246.0 

MM 

$280.0 
MM 

Contributions Distributions Net Cash Flow 

$’s in millions 
1996 ($1.1) $0.0 ($1.1) 
1997 ($11.1) $0.2  ($10.9) 
1998 ($39.7) $2.8 ($36.9) 
1999 ($94.2) $14.2 ($80.0) 
2000 ($125.2) $64.4 ($60.8) 
2001 ($68.8) $27.8 ($41.0) 
2002 ($58.4) $24.9 ($33.5) 
2003 ($62.4) $50.4 ($12.0) 
2004 ($105.1) $99.1 ($6.0) 
2005 ($105.0) $122.1 $17.1 
2006 ($116.7) $133.9 $17.2 
2007 ($141.1) $172.6 $31.5 
2008 ($205.8) $66.1 ($139.7) 
2009 ($103.2) $34.5 ($68.7) 
2010 ($200.2) $138.7 ($61.5) 
2011 ($222.0) $159.6 ($62.4) 
2012 ($251.0) $265.2 $14.3 
2013 ($193.6) $281.4 $87.8 
2014 ($287.0) $344.8 $57.8 
2015 ($300.7) $339.1 $38.4 
1st Half 2016 ($117.2) $122.8 $5.6 

Total Portfolio ($2,809.6) $2,464.6 ($345.0) 



Los Angeles 
Fire & Police Pensions 

Commodities Allocation to Private Equity 
Performance Review 

(as of June 30, 2016) 
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Los Angeles 
Fire & Police Pensions 

Commodities Allocation to PE Summary 
 LAFPP has committed $173.8 million to 8 partnerships managed by 4 sponsors since 

the Commodities Allocation to Private Equity was determined in 2012 
 Contributions to and distributions from the Commodities Allocation to PE since 

inception totaled $71.9 million and $5.0 million, respectively 
 Performance was down year over year.  This was due to the significant contributions 

that occurred year over year and the fact that the portfolio is still very young 

1) ARV - Adjusted Reported Value. Represents reported value as most recently reported by the General Partners, adjusted for net contribution and distribution activity 
2) Total Value: Cumulative Distributions + ARV1 
3) Return Multiple: (Cumulative Distributions + ARV1) / Cumulative Contributions (including fees outside of commitment)  
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Aggregate Portfolio Snapshot 
$’s in millions 

Portfolio Since Inception 6/30/16 6/30/15 Net Change 
Partnerships 8 7 1 
      Active 8 7 1 
      Inactive 0 0 0 
Sponsors 4 4 0 
Commitments $173.8 $148.8 $25.0 

Contributions $71.9 $30.5 $41.4  
Remaining Commitments    $102.0    $118.4 ($16.4) 
Distributions $5.0 $1.7 $3.3 
ARV1 $64.7 $30.2  $34.5 
Total Value2 $69.6 $31.9  $37.7  
Return Multiple3 0.97x 1.05x (0.08x) 
Net IRR Since Inception (3.40%) 2.76% (6.16%) 



Los Angeles 
Fire & Police Pensions 

Commodities Allocation to PE Diversification 
 Portfolio is still very young, however, it is becoming more diversified.  Additionally, it is 

expected to remain predominately US-based 

1)  Reported Value: Represents reported value as most recently reported by the General Partners 

Page 24 

Agriculture 
3% 

Oil & Gas  
63% 

Timber 
2% 

Water     
1% 

Other   
25% 

Metals & 
Mining 

6% 

U.S. 
83% 

International   
17% 

All Charts are based on Reported Value1 

As of March 31, 2016 

2012  
38% 

2013     
 38% 

2014  
9% 

2015 
10% 

2016 
5% 



Los Angeles 
Fire & Police Pensions 

Strategic Plan Update 
As of July 15, 2016 
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Los Angeles 
Fire & Police Pensions 

Private Equity Portfolio 
 LAFPP began investing in Private Equity in 1996 with a 3% exposure target and commitments 

totaling $18.1 million for that year 
 Since the Private Equity Portfolio’s inception, LAFPP has approved $3,983.5 million in 

commitments to 320 partnerships managed by 153 sponsors as of July 15, 2016 
̶ Plan assets have grown to $18,435.6 million at March 31, 2016 from $7,685.6 million at October 1, 1996 

 As of March 31, 2016, ARV1 was $1,672.6 million, approximately 9.1% of total Plan assets 
̶ Soft target of approximately 10% of each year’s annual commitment pace for Specialized Managers 

1) ARV - Adjusted Reported Value. Represents reported value as most recently reported by the General Partners, adjusted for net contribution and distribution activity 
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LAFPP’s Cumulative Commitments 
Inception (1996) – 1st Half 2016 

LAFPP's Cumulative Commitments ($) PE Exposure Target (%)
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Los Angeles 
Fire & Police Pensions 

Commitment Pace 
 Before 2010, the Private Equity Portfolio’s commitment pace was very inconsistent.  The 

reason for this inconsistency was the Board’s actions/decisions to turn the private equity 
investment program on and off 

 It is difficult to “market-time” private equity performance.  As a result, PA has 
recommended a consistent annual commitment pace since the inception of its Advisory 
Mandate in 2010 to optimize the Private Equity Portfolio’s return potential 
̶ By maintaining a regular pace of commitments over multiple years, LAFPP will avoid over-exposure to high-priced markets 

and under-exposure to more attractive pricing environments.  Additionally, a consistent commitment pace over time will 
reduce volatility in future cash flows 
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Los Angeles 
Fire & Police Pensions 

2016 Commitments 
 First half of 2016, LAFPP added $292.5 million of commitments with 16 new 

partnerships to its Private Equity Portfolio 

1) An oversubscribed fund means there is more investor demand for a fund than the manager of the fund is willing to take.  An oversubscribed offering typically reflects investors’ 
desire to invest and view that a manager will achieve top quartile returns. This view is based on investors reviewing past performance and the current offering 
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Commitments – 1/1/2016 – 7/15/2016 

Closing 
Date Partnership Target Fund Size 

($’s in millions) 
New or Existing 

Relationship 
Investment 

Strategy 
Commitment 

Amount 
($’s in millions) 

Demand for 
Offering1 

2/2/2016 DFJ Ventures XII $325 Existing Venture Capital $10 Oversubscribed 
2/5/2016 Advent International GPE VIII $12,000 Existing Buyout $20 Oversubscribed 
2/19/2016 Thoma Bravo Fund XII $7,000 Existing Buyout $30 Oversubscribed 
2/19/2016 TCV IX $2,450 Existing Venture Capital $10 Oversubscribed 
2/29/2016 Green Equity Investors VII $7,500 Existing Buyout $25 Oversubscribed 
3/8/2016 Spark V $350 Existing Venture Capital $2.5 Oversubscribed 
3/11/2016 Vista Equity Partners VI $8,000 Existing Buyout $40 Oversubscribed 
4/7/2016 Spark Capital Growth Fund II $500 Existing Venture Capital $15 Still Fundraising 
5/11/2016 Longitude Venture Partners III $450 Existing Venture Capital $15 Oversubscribed 
5/18/2016 Lightyear IV $950 Existing Buyout $25 Still Fundraising 
5/19/2016 Vista Foundation Fund III $2,500 Existing Buyout $15 Oversubscribed 
6/13/2016 Stepstone Secondary Opportunities Fund III $750 Existing Special Situations $25 Not Oversubscribed 
6/22/2016 DFJ Growth 2016 $500 Existing Venture Capital $15 Still Fundraising 
7/13/2016 Polaris Venture Partners VIII $400 Existing Venture Capital $20 Still Fundraising 
August 2016 ABRY Heritage Partners $525 Existing Buyout $10 
Sept. 2016 Gridiron Capital Fund III $750 Existing Buyout $15 

Average $2,809 Total $292.5 
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2016 Guidelines 
 10% private equity exposure target 
 $300 to $350 million commitment pace 

̶ Soft target of approximately 10% of 2016’s commitment pace for Specialized Managers 

 Chart below represents LAFPP’s current sector exposures and Portfolio Advisors’ 
recommended optimal range for each sector 
 

1)  Total Exposure: Equal to the reported value as most recently reported by the General Partners plus remaining commitment 
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LAFPP Portfolio (3/31/2016) 
Sectors Aggregate Portfolio Total Exposure1 Optimal Range 
Buyouts 48% 40-60% 
     Middle Market 38% 30-40% 
     Large 10% 10-20% 
Special Situations 25% 15-40% 
     Distressed Debt & Restructuring 16% 15-20% 
     Mezzanine 1% 0-5% 
     Multi-Strategy & Other 6% 5-10% 
     Secondary 2% 0-5% 
Venture Capital & Growth Equity 27% 15-35% 
     Early Stage 3% 2.5-7.5% 
     Multi-Stage 11% 5-15% 
     Late Stage 2% 2.5-7.5% 
     Growth 11% 5-15% 
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2016 Objectives 
 Continue to work towards 10% private equity exposure target 

̶ Commit $300 to $350 million for the Private Equity Portfolio 
• Soft target of approximately 10% of 2016’s commitment pace for Specialized Managers 

 Provide LAFPP with access to top-tier sponsors, both existing relationships and 
new relationships 
̶ Emphasize middle market buyout managers 
̶ Selectively invest in large buyout sponsors 
̶ Emphasize middle market and lower middle market distressed debt for control sponsors  
̶ Opportunistically invest in mezzanine and secondary funds 
̶ Selectively invest in venture capital sponsors 
̶ Selectively invest in European and Asian sponsors 

• PA typically targets International exposure of 15% to 35% with an emphasis on Europe and Asia, and little to no 
exposure to less proven markets 

̶ Selectively invest in Specialized Managers 
• 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 

 Emphasize diversification and investment manager selection 
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Commodities Allocation to Private Equity 
 2016 Guidelines 

̶ Target net asset value of approximately $160 million over next 3 to 4 years 
̶ Approximately a $50 million a year commitment pace 
̶ Construct portfolio over time that is no more than 50% oil & gas 

 2016 Objectives 
̶ Continue to work towards $160 million NAV exposure target 
̶ Provide LAFPP with access to top-tier sponsors 
̶ Close on commitments to groups that invest in agriculture, metals & mining, oil & gas and timber 
̶ Emphasize diversification and investment manager selection 
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Outlook for Second Half of 2016 
 For the Core Program, PA anticipates seeking approval from the Board for 4 more 

commitments before year end 
 For the Commodities Allocation to Private Equity, PA anticipates seeking approval from the 

board for 2 commitments before year end 
 Continuance of Specialized Manger program pending board’s decision on an advisor 
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Discussion on Investment Process 
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Investment Philosophy 
 Conservative approach to an aggressive asset class 
 Diversification 

̶ Strategy 
̶ Manager 
̶ Vintage year 
̶ Geography 

 Manager selection 
̶ Target premier primary funds 
̶ Significant due diligence 
̶ Quantitative analysis 
̶ Qualitative analysis 
̶ Utilize decades of experience and relationships 
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Due Diligence Process 

Investment Opportunities 

Commitment 

Investment 

Monitor & Rptg. 

Distribution 

Final Invest. Committee 

Investment Committee 

Final Due Diligence 

Selection by Investment Criteria 

Preliminary Due Diligence 

Fund Sourcing & 
Screening 

Due Diligence 

Post-Commitment 

Universe of Private Equity Funds 

• Proprietary screening via PRIVILEGe® 
database (quantitative) 

• Forward calendar 
• Portfolio Advisors network 
• Market research 
• Intermediary relationships 

• Defined, disciplined procedures 
• Utilize decades of hands-on experience 
• Participation on advisory boards (qualitative 

network) 
– PA team: > 150 advisory seats 

• Proprietary systems/reporting 
• Frequent GP and fund reviews 
• Quarterly financial reviews, annual meetings, 

advisory boards 

(15-45 funds per year for all clients) 

(50-75 funds per year) 

(150-250 funds per year) 

(350+ funds per year) 

PA’s Advantage –  
Resources and Tools 
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Deal Flow 
 >1,400 new investments reviewed in the last 3 years 1 

 >500 new and existing manager meetings last year 1 
 Investments Reviewed: 

 
 

1)  “Last 3 years” represents years 2013 through 2015 and “last year” represents 2015. There is no guarantee that Portfolio Advisors will have the same opportunity as in the 
prior three years to (i) review a comparable amount of new investment opportunities in any one or all of these investment types, (ii) review funds of comparable sizes in 
such investment types, or (iii) interview a comparable number of managers 
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3% 

28% 

39% 

11% 

19% 

By Size of Fund ($mm) 

≤ $50 

$51-$200

$201-$600

$601-$999

≥ $1,000 
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Fund Due Diligence 1 

 Initial Process determines the next steps 
̶ Meet with manager 
̶ Assign diligence team 
̶ Conduct preliminary reference checks 
̶ Request due diligence and legal questionnaires be completed 

 

 On-Site drills down into key issues relevant to the ultimate decision 
̶ Investment strategy fits in current environment 
̶ Appropriateness of fund size 
̶ Deal sourcing capabilities 
̶ Perceived ability to produce attractive returns in the future 2 

 

 Follow-up items and steps leading to the closing   
̶ Conduct in-depth “off the list” reference checks utilizing network 
̶ Cross-reference provided financial data with our internal database information 
̶ Finalize the investment recommendation 
̶ Analyze and negotiate deal terms 
̶ Decide on appropriate investment amount 
̶ Review and comment on legal documentation  
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1)  The foregoing descriptions depict PA’s general investment due diligence process, however, each investment is unique and certain variations are possible 
2)  Past performance is not indicative of future returns and investor may lose some or all of their investment 
 

̶ Review due diligence materials 
̶ Discuss at Investment Committee 
̶ Arrange for an on-site visit with manager 

̶ Investment process 
̶ Cohesiveness of investment team 
̶ Consistency and sustainability of track record 
̶ Deal attribution within the current team 
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Fund Screening 
 PA utilizes its rigorous due diligence process to screen and select fund managers 

based upon certain qualifications that are particularly important.  These 
qualifications apply to brand-name funds as well as first-time funds and general 
partner reconstitutions. These qualifications include: 
̶ Experience of the management team 

̶ Historical track record of performance 

̶ Organization of the manager/general partner 

̶ Continuity of the management team 

̶ Common objectives/alignment of interests 

̶ Reputation of the manager/principals 
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Evaluation of Key Investment Criteria 
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 Established Managers 
̶ Team / Organization 

• Turnover and instability 
• Key man risk / depth of bench beyond Principals 
• Weak alignment of interests with LPs 
• Organizational growth beyond core platform and 

team  
̶ Strategy 

• Evaluate consistency with prior investment 
activity and / or success 

• Significant increase in fund size 
• Slow investment pace or lack of discipline 
• Appropriateness in current environment 
• Differentiation and incremental ability to 

enhance existing portfolio 
• Evaluate rationale behind losses 

̶ Track Record 
• Deal attribution 
• Limited liquidity / lack of successful realizations 
• Evaluate consistency of returns / loss rates 
• Skepticism in perceived ability to produce 

attractive returns in the future based on material 
changes to team, strategy, fund size, et al. 

̶ Terms and Conditions 

 Specialized Managers 
̶ Team / Organization 

• Size and capacity of team 
• Relevance and depth of experience 
• Limited working relationships among team members 
• Adequacy of networks and deal sourcing capabilities 
• Relative experience in building an organization and 

managing other professionals 
• Implementation of best practices and institutional 

quality (e.g.,  investor reporting, valuation 
methodology, third-party auditing, compliance with 
SEC / regulations) 

̶ Strategy 
• Evaluate consistency with prior investment activity 

and/or success 
• Appropriateness in current environment 
• Differentiation and incremental ability to enhance 

existing portfolio 
̶ Track Record 

• Limited number of proof points to evaluate 
• Lack of realizations 
• Appropriateness of valuation of unrealized portfolio 
• Attribution issues 

̶ Terms and Conditions 
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Investment Monitoring 
 Portfolio requires active monitoring of the activities and performance of each 

underlying portfolio fund 
̶ Maintain regular contact with manager 
̶ Attend scheduled advisory board and/or annual fund meetings 
̶ Conduct impromptu update meetings and establish frequent phone contact 
̶ Utilize proprietary monitoring and reporting system to monitor financial performance 
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Specialized Manager Sourcing Process 
 Portfolio Advisors focuses on identifying and developing relationships with 

specialized managers through the following approaches: 
̶ Proactively target and contact new specialized managers through ongoing research and networking 
̶ Regularly attend industry conferences to meet specialized managers, including NAIC Annual Meeting & 

Convention, GCM Grosvenor Small & Emerging Manager Conference, ConsortiumWEST, New York & 
Chicago Buyouts, the Annual Women’s Private Equity Summit, TRS & ERS Emerging Manager Conference, 
NYSTERS’ MWBE Conference, IMI (Investment Management Institute), ConsortiumEAST, CALPERS Diversity 
Forum, TRS & ERS Emerging Manager Conference, Opus Connect GP LP Emerging Manager Event and 
Emerging Manager Connect (week of July 19) in 2015 & 2016 

̶ Assign senior investment professionals to efficiently evaluate and respond to all incoming opportunities in 
order to streamline the investment process for managers and increase our throughput 

̶ Leverage referrals from large network of fund managers, placement agents, and other limited partners to 
ensure engagement with new specialized managers in the market 

̶ Actively monitor existing relationships with top-tier fund managers to remain ahead of the curve for 
potential spinouts 

 In addition, PA maintains robust data sets dedicated specifically to specialized 
managers, allowing us to better: 
̶ Quantify and track engagement with specialized managers 
̶ Prioritize the highest potential specialized managers based on overall quality of offering as well as time to 

market 
̶ Develop a comprehensive landscape of the specialized manager universe 
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Specialized Manager Sourcing Results 
 Since September 2013, Portfolio Advisors has been in dialogue with 

approximately 300 distinct fund managers representing potential fits with the 
Specialized Manager Program 
̶ More than 250 calls / meetings with approximately 125 new managers 
̶ 25 under serious evaluation 
̶ 8 in advanced dialogue / due diligence 
̶ Approximately 150 deferred or not recommended at this time 
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Disclosure Statement 
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Disclosure Statement 
GENERAL DISCLAIMER 
PAST PERFORMANCE DOES NOT GUARANTEE FUTURE RESULTS. THE PAST PERFORMANCE PRESENTED IN THIS DOCUMENT REFLECTS THE PARTICULAR OBJECTIVES AND 
CONSTRAINTS OF PORTFOLIO ADVISORS’ ADVISORY CLIENTS AND/OR MANAGED FUNDS OF FUNDS AT DIFFERENT POINTS IN TIME AND IS BASED ON THE ACTUAL 
HISTORICAL PERFORMANCE OF THE PRIVATE EQUITY FUNDS, CO-INVESTMENTS OR ANY OTHER INVESTMENTS, AS APPLICABLE (COLLECTIVELY OR INDIVIDUALLY, AS THE 
CONTEXT REQUIRES, “INVESTMENTS”), COMMITTED TO ON THEIR BEHALF.  NO REPRESENTATION IS MADE THAT THE INVESTMENTS WOULD HAVE BEEN SELECTED FOR ANY 
PORTFOLIO ADVISORS-SPONSORED FUND DURING THE PERIOD SHOWN OR THAT THE PERFORMANCE OF ANY PORTFOLIO ADVISORS-SPONSORED FUND WOULD HAVE BEEN 
THE SAME OR SIMILAR TO THE PERFORMANCE REFLECTED.  PORTFOLIO ADVISORS-SPONSORED FUNDS MAKE INVESTMENTS IN DIFFERENT ECONOMIC CONDITIONS THAN 
THOSE PREVAILING IN THE PAST AND IN DIFFERENT INVESTMENTS THAN THOSE REFLECTED IN THE PERFORMANCE RECORD(S) SHOWN HEREIN.  ADDITIONALLY, THE 
PERFORMANCE DESCRIBED HEREIN REFLECTS THE PERFORMANCE OF CERTAIN INVESTMENTS OVER A LIMITED PERIOD OF TIME AND DOES NOT NECESSARILY REFLECT ANY 
SUCH INVESTMENTS’ PERFORMANCE IN DIFFERENT MARKET CYCLES.  THE PERFORMANCE RECORD(S) SHOWN HEREIN WERE COMPILED, AND REFLECT CERTAIN SUBJECTIVE 
ASSUMPTIONS AND JUDGMENTS, BY PORTFOLIO ADVISORS.  IT HAS NOT BEEN AUDITED OR REVIEWED BY ANY INDEPENDENT PARTY FOR ACCURACY OR 
REASONABLENESS.  PROSPECTIVE INVESTORS SHOULD UNDERSTAND THAT THE USE OF DIFFERENT UNDERLYING ASSUMPTIONS AND JUDGMENTS, AND COMPARISONS TO 
DIFFERENT INFORMATION, COULD RESULT IN MATERIAL DIFFERENCES FROM THE PERFORMANCE RECORD(S) HEREIN.  ADDITIONAL INFORMATION CAN BE PROVIDED BY 
PORTFOLIO ADVISORS UPON REQUEST. 
GENERAL DISCLOSURE 
THE SUMMARY DESCRIPTION OF ANY PORTFOLIO ADVISORS-SPONSORED FUND (EACH, THE “FUND”) INCLUDED HEREIN, AND ANY OTHER MATERIALS PROVIDED TO YOU, 
ARE INTENDED ONLY FOR DISCUSSION PURPOSES AND ARE NOT INTENDED AS AN OFFER TO BUY OR A SOLICITATION OF AN OFFER TO BUY OR SELL WITH RESPECT TO THE 
PURCHASE OR SALE OF ANY SECURITY AND SHOULD NOT BE RELIED UPON BY YOU IN EVALUATING THE MERITS OF INVESTING IN ANY SECURITIES.  THESE MATERIALS ARE 
NOT INTENDED FOR DISTRIBUTION TO, OR USE BY, ANY PERSON OR ENTITY IN ANY JURISDICTION OR COUNTRY WHERE SUCH DISTRIBUTION OR USE IS CONTRARY TO LOCAL 
LAW OR REGULATION. 
THIS SUMMARY IS NOT INTENDED TO BE COMPLETE AND THE DESCRIPTION OF THE TERMS OF ANY FUND HEREIN IS QUALIFIED IN ITS ENTIRETY BY THE TERMS CONTAINED 
IN SUCH FUND’S CONFIDENTIAL PRIVATE PLACEMENT MEMORANDUM, PARTNERSHIP AGREEMENT AND SUBSCRIPTION AGREEMENT (THE "FUND DOCUMENTS") 
SIMILARLY, ANY SUMMARIES OF PORTFOLIO ADVISORS’ POLICIES ARE QUALIFIED IN THEIR ENTIRETY BY THE TERMS OF THE ACTUAL POLICIES.  MATERIAL ASPECTS OF THE 
DESCRIPTIONS CONTAINED HEREIN MAY CHANGE AT ANY TIME AND IF YOU EXPRESS AN INTEREST IN INVESTING IN THE FUND YOU WILL BE PROVIDED WITH A COPY OF THE 
FUND DOCUMENTS.  YOU MUST REVIEW THE FUND DOCUMENTS AND RISK FACTORS DISCLOSED IN THE FUND DOCUMENTS PRIOR TO MAKING A DECISION TO INVEST.  YOU 
SHOULD RELY ONLY ON THE INFORMATION CONTAINED IN THE FUND DOCUMENTS IN MAKING YOUR DECISION TO INVEST. 
THE INFORMATION HEREIN IS NOT INTENDED TO PROVIDE, AND SHOULD NOT BE RELIED UPON FOR, ACCOUNTING, LEGAL OR TAX ADVICE OR INVESTMENT 
RECOMMENDATIONS.  YOU SHOULD CONSULT YOUR TAX, LEGAL, ACCOUNTING OR OTHER ADVISORS ABOUT THE MATTERS DISCUSSED HEREIN.  
THE FUND WILL NOT REGISTER AS INVESTMENT COMPANIES UNDER THE U.S. INVESTMENT COMPANY ACT OF 1940, AS AMENDED (THE "COMPANY ACT") IN RELIANCE 
UPON THE EXEMPTION UNDER SECTION 3(C)(7) THEREUNDER, AND, ACCORDINGLY, THE PROVISIONS OF THE COMPANY ACT WILL NOT BE APPLICABLE TO THE FUND. 
AN INVESTMENT IN THE FUND WILL BE SUITABLE ONLY FOR CERTAIN SOPHISTICATED INVESTORS WHO HAVE NO NEED FOR IMMEDIATE LIQUIDITY IN THEIR INVESTMENT.  
SUCH AN INVESTMENT WILL PROVIDE LIMITED LIQUIDITY BECAUSE INTERESTS IN THE FUND WILL NOT BE FREELY TRANSFERABLE AND MAY GENERALLY NOT BE 
WITHDRAWN.  THERE WILL BE NO PUBLIC OR SECONDARY MARKET FOR INTERESTS IN THE FUND, AND IT IS NOT EXPECTED THAT A PUBLIC OR SECONDARY MARKET WILL 
DEVELOP. 
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Disclosure Statement (continued) 
INVESTING IN FINANCIAL MARKETS INVOLVES A SUBSTANTIAL DEGREE OF RISK.  THERE CAN BE NO ASSURANCE THAT THE FUND’S INVESTMENT OBJECTIVES OR ANY OF THE 
FUND’S (OR ITS SECTORS’ AND SUB-SECTORS’, IF ANY) INVESTMENT OBJECTIVES WILL BE ACHIEVED OR THAT THERE WILL BE A RETURN OF CAPITAL.  INVESTMENT LOSSES 
MAY OCCUR WITH RESPECT TO ANY INVESTMENT IN THE FUND AND INVESTORS COULD LOSE SOME OR ALL OF THEIR INVESTMENT.  NOTHING HEREIN IS INTENDED TO 
IMPLY THAT AN INVESTMENT IN THE FUND OR THE FUND'S INVESTMENT STRATEGIES MAY BE CONSIDERED "CONSERVATIVE," "SAFE," "RISK FREE" OR "RISK AVERSE."  NO 
REGULATORY AUTHORITY HAS PASSED UPON OR ENDORSED THIS SUMMARY OR THE MERITS OF AN INVESTMENT IN THE FUND.   
DISTRIBUTION OF THIS INFORMATION TO ANY PERSON OTHER THAN THE PERSON TO WHOM THIS INFORMATION WAS ORIGINALLY DELIVERED AND TO SUCH PERSON'S 
ADVISORS IS UNAUTHORIZED AND ANY REPRODUCTION OF THESE MATERIALS, IN WHOLE OR IN PART, OR THE DISCLOSURE OF ANY OF THE CONTENTS, WITHOUT THE 
PRIOR CONSENT OF PORTFOLIO ADVISORS, LLC. IN EACH SUCH INSTANCE IS PROHIBITED.  NOTWITHSTANDING ANYTHING TO THE CONTRARY HEREIN, EACH RECIPIENT OF 
THIS SUMMARY (AND EACH EMPLOYEE, REPRESENTATIVE OR AGENT OF SUCH RECIPIENT) MAY DISCLOSE TO ANY AND ALL PERSONS, WITHOUT LIMITATION OF ANY KIND, 
THE TAX TREATMENT AND TAX STRUCTURE OF (I) THE FUND AND (II) ANY OF ITS TRANSACTIONS, AND ALL MATERIALS OF ANY KIND (INCLUDING OPINIONS OR OTHER TAX 
ANALYSES) RELATING TO SUCH TAX TREATMENT AND TAX STRUCTURE. 
CERTAIN INFORMATION CONTAINED HEREIN CONSTITUTES FORWARD-LOOKING STATEMENTS.  DUE TO VARIOUS UNCERTAINTIES AND ACTUAL EVENTS, INCLUDING THOSE 
DISCUSSED HEREIN AND IN THE FUND DOCUMENTS, ACTUAL RESULTS OR PERFORMANCE OF THE FUND MAY DIFFER MATERIALLY FROM THOSE REFLECTED OR 
CONTEMPLATED IN SUCH FORWARD-LOOKING STATEMENTS.  AS A RESULT, INVESTORS SHOULD NOT RELY ON SUCH FORWARD-LOOKING STATEMENTS IN MAKING THEIR 
INVESTMENT DECISIONS.  ANY TARGET OBJECTIVES ARE GOALS ONLY, ARE NOT PROJECTIONS OR PREDICTIONS AND ARE PRESENTED SOLELY FOR YOUR INFORMATION.  NO 
ASSURANCE IS GIVEN THAT THE FUND WILL ACHIEVE ITS INVESTMENT OBJECTIVES. 
EXAMPLES OF INVESTMENTS DESCRIBED HEREIN DO NOT NECESSARILY REPRESENT ALL OR ANY OF THE INVESTMENTS THAT WILL BE MADE BY THE FUND.  IT MAY NOT BE 
ASSUMED THAT ANY INVESTMENTS DESCRIBED HEREIN WOULD BE PROFITABLE IF IMPLEMENTED.  INVESTMENT ALLOCATIONS MAY BE CHANGED OR MODIFIED AT ANY 
TIME WITHOUT NOTICE TO YOU AT THE SOLE DISCRETION OF PORTFOLIO ADVISORS, LLC.  THE INFORMATION HEREIN MAY NOT BE RELIED ON IN MAKING ANY INVESTMENT 
DECISION.  INVESTMENT DECISIONS MAY ONL Y BE MADE IN RELIANCE UPON THE INFORMATION SET FORTH IN THE FUND DOCUMENTS. 
IF THE RECIPIENT OF THIS DOCUMENT IS OR BECOMES SUBJECT TO: (I) SECTION 552(A) OF TITLE 5 OF THE UNITED STATES CODE (COMMONLY KNOWN AS THE “FREEDOM OF 
INFORMATION ACT”) OR ANY PUBLIC DISCLOSURE LAW, RULE OR REGULATION OF ANY GOVERNMENTAL OR NON-GOVERNMENTAL ENTITY THAT COULD REQUIRE SIMILAR 
OR BROADER PUBLIC DISCLOSURE OF CONFIDENTIAL INFORMATION PROVIDED TO SUCH RECIPIENT; (II) ANY PUBLIC DISCLOSURE LAW, RULE OR REGULATION OF ANY 
PUBLIC COMPANY THAT COULD REQUIRE SIMILAR OR BROADER PUBLIC DISCLOSURE OF CONFIDENTIAL INFORMATION PROVIDED TO SUCH RECIPIENT; OR (III) ANY PUBLIC 
DISCLOSURE LAW, RULE OR REGULATION OF ANY PENSION FUND (OR SIMILAR ENTITY) THAT COULD REQUIRE SIMILAR OR BROADER PUBLIC DISCLOSURE OF CONFIDENTIAL 
INFORMATION PROVIDED TO SUCH RECIPIENT (COLLECTIVELY, ALL SUCH LAWS, RULES OR REGULATIONS, “FOIA”), THEN, TO THE EXTENT THAT ANY SUCH RECIPIENT 
RECEIVES A REQUEST FOR PUBLIC DISCLOSURE OF THIS DOCUMENT, SUCH RECIPIENT AGREES THAT:  (I) IT SHALL USE ITS BEST EFFORTS TO (X) PROMPTLY NOTIFY 
PORTFOLIO ADVISORS OF SUCH DISCLOSURE REQUEST AND PROMPTLY PROVIDE PORTFOLIO ADVISORS WITH A COPY OF SUCH DISCLOSURE REQUEST OR A DETAILED 
SUMMARY OF THE INFORMATION BEING REQUESTED, (Y) INFORM PORTFOLIO ADVISORS OF THE TIMING FOR RESPONDING TO SUCH DISCLOSURE REQUEST, (Z) CONSULT 
WITH PORTFOLIO ADVISORS REGARDING THE RESPONSE TO SUCH PUBLIC DISCLOSURE REQUEST, INCLUDING PORTFOLIO ADVISORS’ CONSIDERATION OF WHETHER SUCH 
DISCLOSURE IS IN THE BEST INTEREST OF THE FUND AND, TO THE FULLEST EXTENT PERMITTED BY LAW, WHETHER ALL OR ANY PART OF THIS DOCUMENT MAY BE WITHHELD 
FROM SUCH PUBLIC DISCLOSURE REQUEST.  
NONE OF THE INFORMATION CONTAINED HEREIN WAS PREPARED, REVIEWED OR APPROVED BY THE UNDERLYING PORTFOLIO FUNDS IDENTIFIED HEREIN, IF ANY, THE 
GENERAL PARTNERS THEREOF OR ANY OF THEIR RESPECTIVE AFFILIATES. 
BY ACCEPTING THESE MATERIALS, YOU HEREBY ACKNOWLEDGE AND AGREE TO ALL OF THE TERMS AND CONDITIONS IN THIS DISCLOSURE STATEMENT, SPECIFICALLY THAT 
THE INFORMATION CONTAINED HEREIN IS HIGHLY CONFIDENTIAL AND THAT YOU SHALL NOT DISCLOSE OR CAUSE TO BE DISCLOSED ANY SUCH INFORMATION WITHOUT 
THE PRIOR WRITTEN CONSENT OF PORTFOLIO ADVISORS, LLC. 
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Thank you! 
Todd A. Hughes, CFA 

(203) 662-3461 
thughes@portad.com 

Gregory J. Garrett 
(203) 662-3457 

ggarrett@portad.com 

Liz Campbell 
(203) 662-3328 

lcampbell@portad.com 
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PRINCIPAL GLOBAL INVESTORS 
DIVERSIFIED GLOBAL ASSET MANAGEMENT ORGANIZATION 
 

 
 

2 

ASSETS UNDER MANAGEMENT  

$402.7 (BILLIONS) 
By Asset Class 

Alternatives 

$8.0 

Fixed Income 

$186.7 
Equity 

$137.1 

Real Estate 

$70.7 

• Network of specialized investment boutiques managing 
assets for a broad range of investors around the world, 
including some of the world’s largest and most respected 
retirement funds 

• An investor base spanning across  over 75 countries  

• Office locations in major financial markets worldwide 

• Long-standing commitment to corporate stewardship 

– Signatory for United Nations-backed Principles for 
Responsible Investment (PRI) 

 

 

 

 

• The Principal®, a global investment 

management leader, earned the top 

spot among companies with 1,000 or 

more employees in Pensions & 

Investments' annual survey of the Best 

Places to Work in Money 

Management. 

– The survey ranks firms based  on  
their responses to employer and 
employee questionnaires 

 
As of 30 June 2016 
Due to rounding, figures and percentages shown may not add to the totals or equal 100% 
1Pensions & Investments, “The Best Places to Work in Money Management among companies with 1,000 or more employees.”12/14/2015. 
See Important Information page for AUM description. 
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PUBLIC REAL ESTATE EQUITY 
PRINCIPAL REIT TEAM 
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As of 30 June 2016 
Due to rounding, figures and percentages shown may not add to the totals or equal 100% 

Global 
Diversified 

$6,666 
million 

56% 

U.S. 
Diversified 

$3,795 
million 

32% 

• $13.0 billion in public real estate securities 

 

• Strong investment results in managing real 
estate securities strategies for over 18 years 

 

• 17 member team with staff in the U.S., London, 
Singapore and Sydney 

 

• Serving clients from the United States, Japan, 
Taiwan, Hong Kong, Australia, Middle East, 
Europe, Canada and elsewhere 

Global Diversified 

Total Return  

$6,896 million 

54% 

Global 

Concentrated  

$521 million 4% 

Asia REIT  

$351 million 

3% 

Global Income  

$622 million, 

 5% 

Australia 

$25 million, 

0% 

U.S. Diversified 

Total Return  

$4,441 million 

35% 
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GLOBAL REAL ESTATE SECURITIES TEAM 
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17 DEDICATED INVESTMENT PROFESSIONALS, IN 5 GLOBAL LOCATIONS 

As of 30 June 2016 

Kelly Rush, CFA 
Chief Investment Officer 

Des Moines Simon Hedger 
Global Portfolio Manager 

London 

Matt Schilling, CFA 
Analyst 

Des Moines 

Todd Kellenberger, CFA 
Analyst/Portfolio Specialist 

Des Moines 

Huaian (Ian) Zheng 
Analyst 

Singapore 

Janine Yoong, CFA 
Portfolio Manager – 

Australia & N. Zealand 
Sydney 

Tony Kenkel, CFA, FRM 
Global Portfolio Manager 

Chicago 

Keith Bokota, CFA 
Portfolio Manager – 

Americas 
Chicago 

Andrew Dalby, CFA 
Portfolio Manager – 

Europe, M. East, Africa 
London 

Julian Mittag, CREA 
Portfolio Manager – 

Japan, Singapore 
Singapore 

Shern-Ling Koh, CFA 
Portfolio Manager – 

HK/China, Emerging Asia 
Singapore 

Shi Hui (Eileen) Goh, CFA 
Analyst 

Singapore 

Hai (Michael) Wei, CFA 
Analyst 
Chicago 

John Minor, CFA 
Analyst 
Chicago 

GLOBAL  
PMs 

LOCAL 
PMs 

Jay Lakhani 
Associate Analyst 

London 

ANALYSTS 
Ying Luo, CFA 

Analyst 
Sydney 

Cesar Bracho 
Associate Analyst 

Des Moines 
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U.S. PERFORMANCE SUMMARY 
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As of 30 June 2016. Source: Factset 
S&P 500 Index, MSCI U.S. REIT Index, Barclays U.S. Aggregate, FactSet (returns in USD). 
Past performance is not a reliable indicator of future performance and should not be relied upon to make investment decisions.  
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As of 30 June 2016. Source: Factset 
S&P 500 Index, MSCI U.S. REIT Index, Barclays U.S. Aggregate, FactSet (returns in USD). 
Past performance is not a reliable indicator of future performance and should not be relied upon to make investment decisions.  
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U.S. PERFORMANCE SUMMARY 
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PORTFOLIO PERFORMANCE 

As of 30 June  2016 
1Performance Start Date: 31 May 2006 
Past performance is not a reliable indicator of future performance and should not be relied upon to make investment decisions. Due to rounding, figures and 
percentages shown may not add to the totals or equal 100%. Please refer to the accompanying notes to performance for additional disclosures and important 
information. 

  ONE CURRENT YEAR TO ONE THREE  FIVE  SINCE 

  MONTH QUARTER DATE YEAR YEARS YEARS INCEPTION 

      
LA FIRE & POLICE PORTFOLIO (Gross) 6.62% 5.90% 11.72% 23.70% 15.58% 13.78% 9.15% 

      

DJ WILSHIRE/DOW JONES CUSTOM RE  6.47% 5.42% 10.79% 22.72% 13.50% 12.16% 7.31% 

Excess Return 0.15% 0.48% 0.93% 0.98% 2.08% 1.62% 1.84% 

LA FIRE & POLICE PORTFOLIO (Net) 6.57% 5.79% 11.47% 23.15% 15.06% 13.27% 8.64% 



For One-on-One Use Only 

ATTRIBUTION COMMENTARY – 2016 YTD 

9 

• Outperformance has been driven by allocation decisions. 

 

• The top contributor has been an overweight to real estate companies, owning special 
purpose properties leased to technology-related tenants.  This niche sector offered 
robust fundamental trends in a slow growth economy. 

 

• Also, an exposure to other non-technology oriented special purpose property owners 
also boosted relative returns.  These companies offered above average yields and 
attractive growth through acquisitions. 

COMMENTS ON US REITS RELATIVE RETURN PERFORMANCE 

As of 30 June 2016  
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U.S. PORTFOLIO CHARACTERISTICS 
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PORTFOLIO1 BENCHMARK2 

CAPITALIZATION & LIQUIDITY 

Leverage (Net Debt & Preferred / Total Cap) 26.2% 26.7% 

Free Float (billions of USD) 22.2 19.8 

Daily Dollar Volume (millions of USD) 123.2 109.4 

VALUATION & GROWTH 

Price to Net Asset Value (NAV) 97.6% 100.3% 

Price / Funds From Operations (FY1) 20.0 20.0 

Enterprise Value to EBITDA 18.8 19.3 

Dividend Yield 2.9% 3.1% 

Dividend Growth (FY1)  7.9% 6.0% 

Earnings Growth (FY1) 9.5% 7.5% 

CONSTITUENCY  

Active Share Ratio 43.9% 0% 

Beta Versus Benchmark 1.0 1.0 

Number of Constituents 42 99 

Non-REIT Property Stocks 3.5% 0.0% 

Non-Index Holdings 20.4% 0.00% 

As of 30 June 2016. Source: FactSet, Dow Jones 
1Portfolio holdings and weightings are from the LA Fire & Police Portfolio and are shown as supplemental information to the annual disclosure presentation 
which can be found in the notes to performance section. 2Dow Jones U.S. Select RESI   
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U.S. SECTOR DIVERSIFICATION 
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RELATIVE  EXPOSURE 

Underweight Overweight 

PORTFOLIO    
WEIGHT1 

  
BENCHMARK 

WEIGHT2 

TECHNOLOGY SPACE 9.8% 3.0% 

NET LEASE 6.4% 
  

0.0% 

OTHER 0.7% 
  

0.0% 

APARETMENTS & RELATED 20.2% 19.6% 

INDUSTRIAL 8.1% 
  

8.2% 

MALLS & OUTLETS 15.8% 
  

16.6% 

SELF-STORAGE 8.1% 9.1% 

OFFICE 10.6% 11.7% 

HOTELS & RELATED 3.4% 
  

5.3% 

DIVERSIFIED 1.2%   4.5% 

SHOPPING CENTERS 6.2% 
  

9.7% 

 
HEALTHCARE 8.8% 

  
12.4% 

As of 30 june2016.  Source: FactSet, Dow Jones 
1Portfolio holdings and weightings are from the representative portfolio of our U.S. Real Estate Equity Securities Composite and are shown as supplemental 
information to the annual disclosure presentation which can be found in the notes to performance section. 2Dow Jones U.S. Select RESI  
Due to rounding, figures and percentages shown may not add to the totals or equal 100%. May not reflect current allocations. 
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U.S. VALUATION 
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PERFORMANCE 

As of 30 June 2016 
Source: Principal Global Investors, Factset, UBS 
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GLOBAL PORTFOLIO 
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GLOBAL PERFORMANCE SUMMARY 
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TRAILING 12 MONTHS 

As of 30 June 2016 Source: Factset 
FTSE EPRA/NAREIT Developed Index, MSCI World Equity Index, JP Morgan Global Bond Index, FactSet (returns in USD). 
Past performance is not a reliable indicator of future performance and should not be relied upon to make investment decisions.  
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GLOBAL REAL ESTATE SECURITIES PERFORMANCE 
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TRAILING 12 MONTHS 

As 30 June 2016 Source: Factset 
Past performance is not a reliable indicator of future performance and should not be relied upon to make investment decisions.  
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GLOBAL PERFORMANCE SUMMARY 
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PORTFOLIO PERFORMANCE 

As of 30 june2016 Source: FTSE 
1Performance Start Date: 12 January 2014 
Past performance is not a reliable indicator of future performance and should not be relied upon to make investment decisions. Due to rounding, figures and 
percentages shown may not add to the totals or equal 100%. Please refer to the accompanying notes to performance for additional disclosures and important 
information. 

  ONE CURRENT YEAR TO  ONE SINCE 

  
MONTH QUARTER DATE YEAR INCEPTION 

        

LA FIRE & POLICE PORTFOLIO (Gross) 3.19% 2.54% 5.93% 10.35% 10.02% 

        
FTSE EPRA NAREIT DEVELOPED NTR INDEX  3.61% 3.46% 8.87% 11.58% 8.90% 

Excess Return -0.42% -0.92% -2.94% -1.23% 1.12% 

LA FIRE & POLICE PORTFOLIO (Net) 3.15% 2.43% 5.69% 9.86% 9.53% 
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• The prevailing view is rates will remain at very low levels for a very long period of time.  In 
this environment real estate has remained in favor as an above average yield asset class with 
resilient cash flows. 

 

• Very strong outperformance by stocks with above average dividend yields and low historical 
volatility.  

 

• The U.K. has been weak due to Brexit concerns 

 

 

       As of 30 June 2016  

 

 

COMMENTS ON GLOBAL REITS ABSOLUTE RETURN PERFORMANCE 

YEAR TO DATE 2016 RETURNS 

17 



For One-on-One Use Only 

ATTRIBUTION COMMENTARY – 2016 YTD 
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Relative performance has been weak. Four factors have been headwinds: 
 
 

1. Underweight to certain groups of high yield stocks 
 

 

2. Overweight to the U.K.  
 
 

3. Underweight to Japanese REITs 
 
 

4. Security selection decisions have disappointed.  The underperformance has been 
broad across the U.S., Japan, Australia, Singapore and Europe. 

 

COMMENTS ON GLOBAL REITS RELATIVE RETURN PERFORMANCE 

As of 30 June 2016  
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GLOBAL PORTFOLIO CHARACTERISTICS 
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As of 30 June 2016 
Source: FactSet, FTSE 
1Portfolio holdings and weightings are from the LA Fire & Police Portfolio and are shown as supplemental information to the Annual Disclosure Presentation 
which can be found in the notes to performance section. 2FTSE EPRA/NAREIT Developed NTR Index  

PORTFOLIO1 BENCHMARK2 

CAPITALIZATION & LIQUIDITY 

Leverage (Net Debt & Preferred / Total Cap) 26.9% 29.4% 

Free Float (billions of USD) 16.6 13.7 

Daily Dollar Volume (millions of USD) 82.8 70.6 

VALUATION & GROWTH 

Price to Net Asset Value (NAV) 100.5% 102.1% 

Price / Funds From Operations (FY1) 20.0 19.6 

Price / Earnings Per Share (FY1) 18.1 20.2 

Enterprise Value to EBITDA 20.0 19.7 

Dividend Yield 3.4% 3.8% 

Dividend Growth (FY1) 6.7% 4.8% 

Earnings Growth (FY1) 7.9% 6.8% 

CONSTITUENCY  

Active Share Ratio 55.8% 0% 

Beta Versus Benchmark 1.0 1.0 

Number of Constituents 85 334 

Non-REIT Property Stocks 21.4% 17.7% 

Non-Index Holdings 8.0% 0.0% 
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GLOBAL GEOGRAPHIC DIVERSIFICATION 
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-3.5% 0.0% 3.5%

RELATIVE  EXPOSURE 

Underweight Overweight 

PORTFOLIO    
WEIGHT1 

  
BENCHMARK 

WEIGHT2 

UNITED KINGDOM 6.1% 
  

4.6% 

CONTINENTIAL EUROPE/EEMA 12.2% 
  

10.9% 

UNITED STATES 55.6% 
  

55.3% 

JAPAN 11.4% 
  

11.1% 

AUSTRALIA/NEW ZEALAND 6.0% 
  

6.2% 

HONG KONG 6.0% 
  

6.8% 

SINGAPORE 0.9% 
  

2.2% 

CANADA 
0.0% 

  
2.9% 

As of 30 june 2016. Source: FactSet, FTSE 
1Portfolio holdings and weightings are from the LA Fire & Police portfolio  
2FTSE EPRA/NAREIT Developed NTR Index.  
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GLOBAL SECTOR DIVERSIFICATION 
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RELATIVE  EXPOSURE 

-4.0% 0.0% 4.0%
Underweight Overweight 

PORTFOLIO 
 WEIGHT1 

  
BENCHMARK 

WEIGHT2 

APARTMENTS & RELATED 17.4% 
  

14.2% 

TECHNOLOGY SPACE 4.3% 
  

1.7% 

MALLS & OUTLET 15.3% 
  

12.7% 

INDUSTRIAL 9.2% 
  

6.9% 

SELF-STORAGE 5.3% 4.3% 

OTHER 0.5% 0.1% 

HOTELS & RELATED 2.3% 3.4% 

OFFICE 8.4% 
  

10.1% 

NET LEASE 3.2% 
  

5.3% 

SHOPPING CENTERS 7.6% 
  

10.2% 

HEALTHCARE 4.5% 
  

7.6% 

DIVERSIFIED 20.2%   23.6% 

As of 30 june 2016. Source: FactSet, FTSE  
1Portfolio holdings and weightings are from the representative portfolio of our LA Fire & Police account and are shown as supplemental information to the Annual 
Disclosure Presentation which can be found in the notes to performance section.  
2FTSE EPRA/NAREIT Developed NTR Index 
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GLOBAL VALUATION 
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PERFORMANCE 

As of 30 June 2016 
Source: Principal Global Investors, Factset, UBS 
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MARKET OUTLOOK 

23 

• We expect real estate to continue to be a favored asset class in a world of low interest 
rates.  We believe real estate stocks will reflect this with positive returns. 

 

• We view safety stocks with above average dividend yields to be expensive but may 
remain in favor in a low rate world with subdued growth expectations. 

 

• The U.S. continues to offer attractive investment opportunities given its stable economy 
with limited new construction supply underway. 

  



REACH    RESEARCH    RESULTS 

APPENDIX 
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U.S. PERFORMANCE ATTRIBUTION 
YEAR-TO-DATE BY SECTOR 
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As of 30 June 2016  *Return-based performance attribution is calculated using Factset and will result in differences from official performance results generated through  our 
portfolio accounting and performance measurement systems. These differences are generally minor over short time periods but compound over longer time horizons, and 
will be greater during periods of market volatility. The primary factor contributing factor is the difference in calculation methodology as Factset does not account for portfolio 
trades on a real time basis. While the attribution data can provide a high level perspective on the proportional sources of value added, such as the relative contribution of stock 
selection versus sector allocation, the nominal returns generated by the attribution will differ from those of the official portfolio results. 
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AVERAGE 
PORTFOLIO     

WEIGHT1 
PORTFOLIO 
RETURN 1 

AVERAGE 
INDEX 

WEIGHT2 
INDEX 

RETURN 2 
TOTAL 
EFFECT  

FIVE LARGEST CONTRIBUTORS 

Equinix, Inc. 5.09% 29.53% 0.00% 0.00% 0.90% 

EPR Properties 1.85% 42.09% 0.00% 0.00% 0.51% 

HCP, INC 0.00% 0.00% 2.59% 2.59% 0.44% 

Public Storage 4.63% 4.47% 6.22% 6.22% 0.31% 

STORE Capital Corporation 1.55% 31.20% 0.00% 0.00% 0.27% 

FIVE LARGEST DETRACTORS 

Digital Realty Trust, Inc. 0.00% 0.00% 2.13% 46.89% -0.67% 

Ventas, Inc. 1.05% 32.58% 3.38% 32.15% -0.45% 

Essex Property Trust, Inc. 4.91% -3.35% 2.42% -3.39% -0.39% 

SL Green Realty Corp. 3.19% -4.20% 1.63% -4.37% -0.20% 

Pebblebrook Hotel Trust 1.49% -3.65% 0.31% -3.62% -0.17% 

LARGEST U.S. CONTRIBUTORS / DETRACTORS 
YEAR-TO-DATE 2016 BY STOCK TO EXCESS RETURNS 

As of 30 June 2016. Source: FactSet, Dow Jones 
1Portfolio holdings and weightings are from the LA Fire & Police Portfolio and are shown as supplemental information to the annual disclosure presentation which 
can be found in the notes to performance section. 2Dow Jones U.S. Select RESI   
Due to rounding, figures and percentages shown may not add to the totals or equal 100.  
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U.S. PORTFOLIO HOLDINGS 

27 

TOP 10 HOLDINGS PROPERTY SECTOR 
PORTFOLIO     

WEIGHT1 
BENCHMARK 

WEIGHT2 
ACTIVE 
WEIGHT 

1 Simon Property Group, Inc. Retail 11.8% 10.1% 1.7% 

2 Equinix, Inc. Technology Space 5.6% 0.0% 5.6% 

3 Welltower, Inc. Healthcare 5.5% 4.1% 1.4% 

4 Essex Property Trust, Inc. Residential 4.6% 2.3% 2.4% 

5 AvalonBay Communities, Inc. Residential 4.6% 3.7% 0.8% 

6 Prologis, Inc. Office & Industrial 4.4% 3.9% 0.5% 

7 Boston Properties, Inc. Office & Industrial 4.3% 3.1% 1.2% 

8 Equity Residential Residential 4.1% 3.8% 0.3% 

9 General Growth Properties, Inc. Retail 3.5% 2.6% 0.9% 

10 SL Green Realty Corp. Office & Industrial 3.4% 1.6% 1.8% 

TOP 5 OVERWEIGHTS 

1 Equinix, Inc. Technology Space 5.6% 0.0% 5.6% 

2 Essex Property Trust, Inc. Residential 4.6% 2.3% 2.4% 

3 STORE Capital Corporation Net Lease 2.3% 0.0% 2.3% 

4 Spirit Realty Capital, Inc. Net Lease 2.1% 0.0% 2.1% 

5 EPR Properties Net Lease 2.0% 0.0% 2.0% 

TOP 5 UNDERWEIGHTS 

1 Ventas, Inc. Healthcare 0.8% 3.7% -2.9% 

2 HCP, INC Healthcare 0.0% 2.5% -2.5% 

3 Digital Realty Trust, Inc. Technology Space 0.0% 2.4% -2.4% 

4 Public Storage Self-Storage 3.4% 5.7% -2.4% 

5 Kimco Realty Corporation Retail 0.0% 2.0% -2.0% 

As of 30 June 2016. Source: FactSet, Dow Jones 
1Portfolio holdings and weightings are from the LA Fire & Police Portfolio and are shown as supplemental information to the annual disclosure presentation which 
can be found in the notes to performance section. 2Dow Jones U.S. Select RESI   
 Due to rounding, figures and percentages shown may not add to the totals or equal 100%. It should not be assumed that securities identified above will prove to be 
profitable. Any reference to a specific security does not constitute a recommendation to buy, sell or hold such security. 
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U.S. WEIGHT CHANGES 
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As of 30 June 2016. Source: FactSet, Dow Jones 
1Portfolio holdings and weightings are from the LA Fire & Police Portfolio and are shown as supplemental information to the annual disclosure presentation which can be found 
in the notes to performance section. 2Dow Jones U.S. Select RESI   
 

YEAR-TO-DATE 2016 

TOP 5 ACTIVE WEIGHT INCREASES SECTOR 
12/31/2015 ACTIVE 

WEIGHT 
06/30/2016 ACTIVE 

WEIGHT 
ACTIVE WEIGHT 

CHANGE 

Spirit Realty Capital, Inc. Net Lease -0.0% 2.1% 2.1% 

Welltower, Inc. Healthcare -0.7% 1.4% 2.0% 

Extra Space Storage Inc. Self-Storage -0.6% 0.9% 1.6% 

STORE Capital Corporation Net Lease 0.9% 2.3% 1.5% 

Physicians Realty Trust Healthcare 0.0% 1.4% 1.4% 

TOP 5 ACTIVE WEIGHT DECREASES 

Public Storage Self-Storage 0.9% -2.4% -3.3% 

Ventas, Inc. Healthcare 0.1% -2.9% -3.0% 

Host Hotels & Resorts, Inc. Lodging 0.5% -1.8% -2.3% 

Hudson Pacific Properties, Inc. Office & Industrial 0.9% -0.4% -1.3% 

First Industrial Realty Trust, Inc. Office & Industrial 1.7% 0.5% -1.2% 
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GLOBAL PERFORMANCE ATTRIBUTION 
YEAR-TO-DATE BY COUNTRY 
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As of 30 June 2016  *Return-based performance attribution is calculated using Factset and will result in differences from official performance results generated through  our 
portfolio accounting and performance measurement systems. These differences are generally minor over short time periods but compound over longer time horizons, and 
will be greater during periods of market volatility. The primary factor contributing factor is the difference in calculation methodology as Factset does not account for portfolio 
trades on a real time basis. While the attribution data can provide a high level perspective on the proportional sources of value added, such as the relative contribution of stock 
selection versus sector allocation, the nominal returns generated by the attribution will differ from those of the official portfolio results. 
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AVERAGE 
PORTFOLIO     

WEIGHT1 
PORTFOLIO 
RETURN 1 

AVERAGE 
INDEX 

WEIGHT2 
INDEX 

RETURN 2 
TOTAL 
EFFECT  

FIVE LARGEST CONTRIBUTORS 

Mitsubishi Estate Company, Limited 0.36% -4.29% 1.86% -12.60% 0.28% 

Equinix, Inc. 1.42% 29.30% 0.00% 0.00% 0.26% 

Deutsche Wohnen AG 2.42% 24.14% 0.76% 24.14% 0.24% 

Nomura Real Estate Master Fund, Inc. 1.46% 28.77% 0.39% 29.43% 0.20% 

HCP, INC 0.0% 0.0% 1.20% -4.45% 0.18% 

FIVE LARGEST DETRACTORS 

Great Portland Estates PLC 1.11% -31.34% 0.28% -30.85% -0.42% 

Workspace Group PLC 0.65% -34.39% 0.10% -34.43% -0.34% 

Digital Realty Trust, Inc. 0.00% 0.00% 0.96% 46.90% -0.31% 

Land Securities Group PLC 1.53% -18.60% 0.95% -18.58% -0.31% 

Merlin Properties SOCIMI S.A 1.29% -15.73% 0.27% -15.69% -0.30% 

LARGEST GLOBAL CONTRIBUTORS / DETRACTORS 
YEAR-TO-DATE 2016 BY STOCK TO EXCESS RETURNS 

As of 30 June 2016. Source: FactSet, FTSE  
1Contributors and Detractors are from the LA Fire & Police Portfolio and are shown as supplemental information to the Annual Disclosure Presentation which can 
be found in the notes to performance section.  
2FTSE EPRA/NAREIT Developed NTR Index 
Due to rounding, figures and percentages shown may not add to the totals or equal 100.  
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31 

TOP 10 HOLDINGS COUNTRY PROPERTY SECTOR 
PORTFOLIO     

WEIGHT1 
BENCHMARK 

WEIGHT2 
ACTIVE 
WEIGHT 

1 Simon Property Group, Inc. United States Retail 7.2% 4.8% 2.4% 

2 Welltower, Inc. United States Healthcare 3.1% 1.9% 1.2% 

3 AvalonBay Communities, Inc. United States Residential 2.9% 1.8% 1.2% 

4 Deutsche Wohnen AG Continental Europe / EMEA Residential 2.9% 0.8% 2.1% 

5 Essex Property Trust, Inc. United States Residential 2.8% 1.1% 1.7% 

6 Mitsui Fudosan Co., Ltd. Japan Diversified 2.7% 1.5% 1.2% 

7 Klepierre SA Continental Europe / EMEA Retail 2.6% 0.6% 1.9% 

8 Prologis, Inc. United States Office & Industrial 2.5% 1.8% 0.6% 

9 Equity Residential United States Residential 2.4% 1.8% 0.7% 

10 Boston Properties, Inc. United States Office & Industrial 2.3% 1.4% 0.9% 

TOP 5 OVERWEIGHTS 

1 Simon Property Group, Inc. United States Retail 7.2% 4.8% 2.5% 

2 Deutsche Wohnen AG Continental Europe / EMEA Residential 2.9% 0.85 2.1% 

3 Klepierre SA Continental Europe / EMEA Retail 2.6% 0.6% 1.9% 

4 Essex Property Trust, Inc. United States Technology Space 2.8% 1.1% 1.7% 

5 Equinix, Inc. United States Self-Storage 1.6% 0.0% 1.6% 

TOP 5 UNDERWEIGHTS 

1 Ventas, Inc. United States Healthcare 0.0% 1.7% -1.7% 

2 Mitsubishi Estate Company, Limited Japan Diversified 0.0% 1.6% -1.6% 

3 Realty Income Corporation United States Net Lease 0.0% 1.3% -1.3% 

4 Public Storage United States Self-Storage 1.4% 2.6% -1.2% 

5 Digital Realty Trust, Inc. United States Technology Space 0.0% 1.2% -1.2% 

As of 30 June 2016. Source: FactSet, FTSE.  1Portfolio holdings and weightings are from the LA Fire & Police portfolio .   
2FTSE EPRA/NAREIT Developed NTR Index.  3Portfolio security weight minus the benchmark security weight.  Due to rounding, figures and percentages shown may 
not add to the totals or equal 100.  It should not be assumed that securities identified above will prove to be profitable. Any reference to a specific security does not 
constitute a recommendation to buy, sell or hold such security. 
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GLOBAL WEIGHT CHANGES 
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As of 30 June 2016. Source: FactSet, FTSE  
Portfolio holdings and weightings are from the LA Fire & Police Pension and are shown as supplemental information to the Annual Disclosure Presentation 
which can be found in the notes to performance section.  
FTSE EPRA/NAREIT Developed NTR Index 
 

YEAR-TO-DATE 2016 

TOP 5 ACTIVE WEIGHT INCREASES SECTOR COUNTRY 
12/31/2015 

ACTIVE WEIGHT 
06/30/2016 

ACTIVE WEIGHT 
ACTIVE WEIGHT 

CHANGE 

Scentre Group Retail Australia / New Zealand -1.21% 0.52% 1.73% 

Japan Retail Fund Investment Corporation Retail Japan -0.36% 1.12% 1.48% 

Cheung Kong Property Holdings Limited Diversified Hong Kong -0.93% 0.51% 1.44% 

Welltower, Inc. Healthcare United States -0.15% 1.20% 1.35% 

Extra Space Storage Inc. Self-Storage United States -0.80% 0.52% 1.32% 

TOP 5 ACTIVE WEIGHT DECREASES 

Mitsubishi Estate Company, Limited Diversified Japan 0.82% -1.64% -2.46% 

Public Storage Self-Storage United States 1.05% -1.24% -2.29% 

Ventas, Inc. Healthcare United States 0.48% -1.74% -2.22% 

Westfield Group Australia Retail Australia / New Zealand 1.00% -1.09% -2.09% 

Sun Hung Kai Properties Limited Diversified Hong Kong 0.88% -0.58% -1.46% 
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U.S./CANADA UNITED KINGDOM 

CONTINENTAL EUROPE 

As of 30 June 2016 
Source: Principal Global Investors, UBS, Factset, IBESS 
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AUSTRALIA JAPAN 

As of 30 June  2016 
Source: Principal Global Investors, UBS, Factset, IBESS 
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As of 30 June 2016 
Source:  Principal Global Investors, UBS, Factset, IBESS 
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As of 30 June 2016 
Source: Factset 
Calculated using weighted average P/NAV values by sector in the MSCI US REIT Index 
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Kelly D. Rush, CFA – Chief Investment Officer, Global Real Estate Securities  
As head of global real estate securities, Kelly directs the domestic and global real estate investment trust (REIT) activity for Principal Real 
Estate Investors, the dedicated real estate unit of Principal Global Investors.  He has experience in both separate account and pooled fund 
management, and has been managing real estate stock portfolios since 1997. Previously, Kelly participated in structuring commercial 
mortgage loans for public real estate companies and the analysis of real estate investment trust issued bonds. He has been with the real 
estate investment area of the firm since 1987. Kelly received an MBA in business administration and a bachelor's degree in finance from the 
University of Iowa. He has earned the right to use the Chartered Financial Analyst designation. Kelly is a member of the Iowa Society of 
Financial Analysts and the CFA Institute. Kelly is an active supporter of the Toigo Foundation and is currently serving as a mentor to a 2007 
Toigo Fellow. Kelly’s prior speaking engagements include the Institutional Investor Endowments & Foundations Roundtable, the NAREIT 
Institutional Investor Forum, the National Conference of Public Employee Retirement Systems (NCPERS), and the International Council of 
Shopping Centers (ICSC) Law Conference. 
 
 
Simon Hedger – Managing Director, Real Estate Securities Portfolio Management   
Simon is a managing director of real estate securities portfolio management for Principal Real Estate Investors, the dedicated real estate 
unit of Principal Global Investors. Based in London, he is responsible for the firm's European, Middle East, and Africa real estate capability 
in REITs and listed real estate securities. Simon has real estate experience dating back to 1978, including extensive time spent in both the 
United Kingdom and Australia markets. This includes positions both as an analyst and as a portfolio manager. He joined Principal Global 
Investors in 2003. Previously, Simon worked for Domaine real estate funds, managing the assets of its real estate syndicates. Prior to this, 
he was a senior equities analyst at Prudential Bache/BNP Equities. His background also includes positions as fund manager for Paladin 
Commercial Trust and GEM Commercial Property Trust, as well as a variety of real estate related roles with Prudential Assurance Company 
in both Australia and the United Kingdom. Simon received an MBA from the University of New England and is an associate member of the 
Royal Institute of Chartered Surveyors, the Australian Property Institute and the FTSE EPRA NAREIT European Regional Index Committee.  
 
 
Anthony Kenkel, CFA, FRM – Managing Director, Real Estate Securities Portfolio Management   
Anthony is a managing director of real estate securities portfolio management for Principal Real Estate Investors, the dedicated real estate 
unit of Principal Global Investors. Currently based in Chicago, he is responsible for the firm’s Asia Pacific real estate capability in REITs and 
listed real estate securities, and has prior experience managing the firm’s Americas real estate capabilities. He also remains active in 
managing U.S. securities as one of the teams listed U.S. portfolio managers. Anthony joined Principal in 1997. In 2000, he became a real 
estate consultant for Arthur Andersen before joining GATX Corporation as a senior financial analyst in 2002. Anthony rejoined Principal in 
2005 in his current position. He received a bachelor's degree in finance from Drake University and an MBA from the University of Chicago 
Graduate School of Business. Anthony has earned the right to use the Chartered Financial Analyst and Financial Risk Manager designations. 
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Andrew Dalby, CFA – Director, Real Estate Securities Portfolio Management   
Andrew is a director of real estate securities portfolio management for Principal Global Investors (Europe). Based in London, he co-heads 
the firm's European real estate investment team specializing in real estate investment trusts and listed property securities. Andrew joined 
the firm in 2007. Previously, he was an analyst/fund manager at Marriott Asset Management, part of Old Mutual. He received an MBA in 
economics and finance from Edinburgh Business School, Heriot-Watt University, and a BCom(Hons) in finance as well as a bachelor's 
degree in economics, business management and psychology from the University of South Africa. Andrew has earned the right to use the 
Chartered Financial Analyst designation and is a member of the U.K. Society of Investment Professionals (UKSIP). 
 
 
Shern–Ling Koh, CFA – Director, Real Estate Securities Portfolio Management   
Shern is a director of real estate securities portfolio management for Principal Global Investors Real Estate, the dedicated real estate unit of 
Principal Global Investors. He is responsible for researching Asian Pacific listed property securities for the team’s global real estate 
strategies. Shern joined the firm in early 2014, and was previously the CEO/CIO at OSK International Asset Management where he 
managed all investment mandates for their public and private equity business in Singapore.   He served  as an investment analyst at 
Fidelity International Ltd from 2007 to 2011 where he was responsible for identifying publicly listed real estate securities investment 
opportunities for Fidelity’s global funds, including their flagship global real estate fund. Shern received his bachelor’s degree from 
Cambridge University, a master’s degree from Yale University and an MBA from Harvard Business School. He has earned the right to use 
the Chartered Financial Analyst designation and speaks Mandarin and French. 
 

Julian Mittag, CREA – Director, Real Estate Securities Portfolio Management   
Julian is a director of real estate securities portfolio management for Principal Global Investors Real Estate, the dedicated real estate unit of 
Principal Global Investors.  He is responsible for researching Asian Pacific listed property securities for the team’s global real estate 
strategies. Julian joined the firm in early 2014, and was previously a REIT portfolio manager for SEB Asset Management.  Julian served with 
SEB for 9 years, including having spent 8 of those years focusing on and investing in Asia Pacific-listed property stocks, including Australia 
and Japan.  He received his master’s degree in International Industrial Engineering from the University of Applied Sciences in Wiesbaden 
and became a Certified Real Estate Investment Analyst (CREA) from the Society of Investment Professionals in Germany in cooperation with 
the International Real Estate Business School Regensburg (IREBS). 
 
 
Janine Yoong, CFA – Director, Real Estate Securities Portfolio Management   
Janine is a director of real estate securities portfolio management for Principal Real Estate Investors, the dedicated real estate unit of 
Principal Global Investors. She focuses on managing the team’s Australian real estate strategy, and is responsible for researching Australian 
listed property securities for the team’s global real estate strategies. Janine joined the firm in early 2013, and was previously a real estate 
research analyst with Bank of America Merrill Lynch and UBS, as well as a REIT portfolio manager with Schroders. She received her master's 
in finance from the City University Business School in London and her bachelors of law from the University of Bristol. She has earned the 
right to use the Chartered Financial Analyst designation. 
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Keith Bokota, CFA – Real Estate Securities Portfolio Management   
Keith is an associate director of real estate securities portfolio management for Principal Real Estate Investors, the dedicated real estate 
group of Principal Global Investors. He is responsible for analyzing real estate investment trusts and is a member of the real estate 
securities portfolio management team. Keith joined the firm in 2007 as an analyst and moved to his current position in 2013. Before 
joining Principal Real Estate Investors, Keith worked as an analyst for Jones Lang LaSalle. Keith received his bachelor’s degree in finance and 
international business from Georgetown University and has earned the right to use the Chartered Financial Analyst designation. 
 
 
Todd Kellenberger, CFA – Analyst/Portfolio Specialist, Real Estate Securities   

Todd is an analyst/portfolio specialist of real estate securities for Principal Real Estate Investors, the dedicated real estate group of Principal 
Global Investors. He is responsible for the investment analysis of real estate investment trust (REIT) companies. In addition, he plays a key 
role in investment marketing activities and new business efforts for the real estate securities team. Todd joined the firm in 2006. He 
received a bachelor's degree in finance from the University of Northern Iowa. He has earned the right to use the Chartered Financial 
Analyst designation and is a member of the CFA Institute. 
 
 
Michael Wei, CFA – Analyst, Real Estate Securities   

Michael is an analyst of real estate securities for Principal Real Estate Investors, the dedicated real estate group of Principal Global Investors. 
He is responsible for the investment analysis of real estate investment trust (REIT) companies. Michael joined Principal in 2006. Before 
joining the firm, he was an investment banker at Deutsche Bank Corporate Finance Group. Prior to that, he was a quantitative analyst with 
Quantitative Services Group (QSG). Michael received an MBA in finance from the University of Illinois and a bachelor's degree in English 
from Nanjing University in China. Michael has earned the right to use the Chartered Financial Analyst designation.  
 
 
Matthew Schilling, CFA – Analyst, Real Estate Securities    

Matt is an analyst of real estate securities for Principal Real Estate Investors, the dedicated real estate group of Principal Global Investors. He 
is responsible for the investment analysis of real estate investment trust companies. Matt joined the firm in 2005. Prior to his current role, 
he was an asset manager for Principal Global Investors. He received a bachelor's degree in finance and his master’s degree in business 
administration from the University of Iowa.  He has earned the right to use the Chartered Financial Analyst designation and is a member of 
the CFA Institute. 
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Ian Zheng - Analyst, Real Estate Securities 
Ian is an analyst of real estate securities for Principal Real Estate Investors, the dedicated real estate group of Principal Global Investors. He 
is responsible for the investment analysis of real estate investment trust (REIT) companies. Huaian joined the firm in 2013. Prior to his 
current role, Huaian served as a portfolio performance junior analyst at Cambridge Associates. He received a bachelor's degree in finance 
from The University of Queensland.  
 
 
 
 
John Minor, CFA – Analyst, Real Estate Securities   

John is an analyst of real estate securities for Principal Real Estate Investors, the dedicated real estate group of Principal Global Investors. He 
is responsible for the investment analysis of real estate investment trust (REIT) companies. John joined the firm in 2014. Prior to his current 
role, he was an account executive at FactSet Research Systems. He received a bachelor's degree in finance from Miami University. John  has 
earned the right to use the Chartered Financial Analyst designation. 
 
 
Eileen Goh, CFA – Analyst, Real Estate Securities   
Eileen is an analyst of real estate securities for Principal Global Investors. She is responsible for primary stock coverage of selected Asia 
Pacific real estate securities, supporting the data analysis needs of the global portfolio team, and financial modeling. Eileen joined the firm 
in 2014. Prior to her current role, Eileen served as a an equity research analyst at AmFraser Securities where she had primary coverage for 
Singapore REITs and Business Trusts. Eileen received a bachelor’s degree in finance Nanyang Technological University and has earned the 
right to use the Chartered Financial Analyst designation. 
 
 
Ying Luo, CFA – Analyst, Real Estate Securities   

Ying is an analyst of real estate securities for Principal Real Estate Investors, the dedicated real estate group of Principal Global Investors. 
She is responsible for the investment analysis of real estate investment trust companies. Ying joined the firm in 2015. Prior to her current 
role, she worked as a Senior Investment Analyst for AMP Capital Investors in Sydney and Beijing. She received her master’s in commerce 
(advanced finance) from the University of New South Wales. She has earned the right to use the Chartered Financial Analyst designation.  
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Jay Lakhani - PMA Real Estate Securities 
Jay is an associate analyst of real estate securities for Principal Real Estate Investors, the dedicated real estate group of Principal Global 
Investors. He is responsible for conducting fundamental stock analysis involving financial statement review, modeling and security 
valuation analysis. He joined the firm in 2014. Prior to his current role, he served as an intern for JP Morgan where he participated in their 
sales, trading and research rotation program. He graduated from the University of Oxford (Christ’s Church) with an engineering science 
degree. Jay is a level two candidate for the CFA Program. 
 
 
 
Cesar Bracho – Associate Analyst, Real Estate Securities 
 
Cesar is an associate analyst of real estate securities for Principal Real Estate Investors, the dedicated real estate group of Principal Global 
Investors. He is responsible for supporting our U.S. analysts in their coverage duties of the Americas region as well as financial modeling. 
He joined the firm in 2016. Prior to his current role, he served as a portfolio manager assistant for the Emerging Markets team at RS 
Investment Management. He graduated from Drake University with a masters in finance and a bachelors in accounting. Cesar is a level 
three candidate for the CFA Program. 
 
 
 
William A. Grayson - Director, Institutional Marketing  
Bill is a director of institutional marketing at Principal Global Investors. He joined the firm in early 2000. Previously, Bill was marketing 
director for a fixed-income unit of Bank of America. Prior to that, he spent more than a decade as a relationship manager with Bankers Trust 
Company and Boatmen's Trust Company working primarily with Taft-Hartley and public funds. Bill received a bachelor's degree in 
economics from Southwest Missouri State University and his Certified Employee Benefit Specialist Designation from the University of 
Pennsylvania Wharton School of Business. He is a Registered Representative of Principal Securities, Inc. and passed the FINRA Series 7 and 
63 examinations.. 
 
 
Jaime S. Morgan, CIMA - Senior Relationship Manager  
Jaime is a senior relationship manager for Principal Global Investors. She specializes in building and leveraging relationships with 
institutional clients and serves as a liaison between the clients and portfolio managers. Jaime joined the firm in 2003. Most recently, she 
was an internal investment specialist at Principal Global Investors. Her background also includes a position as an investment officer at First 
American Bank. Jaime received an MBA from the University of Iowa and a bachelor's degree in finance from Iowa State University. She is a 
Registered Representative of Principal Securities, Inc. and holds FINRA Series 3, 7 and 63 licenses. Jaime has also earned her CIMA 
designation.. 
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PRINCIPAL REAL ESTATE INVESTORS, LLC 

The information in this document should not be construed as investment advice or a recommendation for the purchase or sale of any security. Past performance is not a reliable indicator of future performance 
and should not be relied upon to make investment decisions. The information in this document derived from sources other than Principal Global Investors or its affiliates is believed to be reliable; however we do 
not independently verify or guarantee its accuracy or validity. 

Principal Real Estate Investors, LLC is the dedicated real estate group of Principal Global Investors.  Principal Real Estate Investors, LLC is a registered investment adviser and a member of the Principal Financial 
Group.  Certain members of Principal Real Estate Investors, LLC previously operated as Principal Capital Management, Principal Capital Real Estate Investors, BT Funds Management or the investment 
department of Principal Life Insurance Company.  

Principal Real Estate Investors, LLC claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS® standards.  Principal 
Real Estate Investors, LLC has been independently verified for the periods of April 1, 2000 through March 31, 2015.  A copy of the verification report(s) is/are available upon request. 
 
Verification assesses whether (1) the firm has complied with all the composite construction requirements of the GIPS® standards on a firm-wide basis and (2) the firm’s policies and procedures are designed to 
calculate and present performance in compliance with the GIPS® standards.  Verification does not ensure the accuracy of any specific composite presentation. 

Principal Real Estate Investors, LLC maintains a complete list and description of composites, which is available upon request.   

Returns from all properties, cash reserves and equivalents and/or other assets held within portfolios are included in performance which is calculated according to industry standards. Performance results reflect 
total returns including income and market value changes.  Performance results are time-weighted rates of return, net of commissions and transaction costs. Additional information regarding policies for 
calculating and reporting returns is available upon request. Performance shown prior to October 1, 2002 reflects that of Principal Capital Real Estate Investors Public Equity Securities Division. Performance 
shown after October 1, 2002 reflects that of Principal Real Estate Investors, LLC.  No alterations of composites as presented here have occurred because of changes in personnel or other reasons at any time. 
Monthly and quarterly composite calculations have been appropriately weighted by the size of each portfolio based on beginning market values.  Annual and multiyear cumulative annualized composite returns 
are obtained by linking monthly composite results.   

Results are based on fully discretionary accounts under management, including those accounts no longer with the firm.  Fully discretionary accounts are all accounts that do not contain investment guidelines 
significantly restricting Principal Real Estate Investors, LLC’s ability to manage the assets according to the applicable product.   

Unless otherwise noted, the U.S. Dollar is the currency used to express performance.  Returns include the reinvestment of all  income.  Actual returns will be reduced by investment advisory fees and other 
expenses that may be incurred in the management of the account.  If applicable, the annual composite dispersion presented is an asset-weighted standard deviation calculated for the accounts in the composite 
the entire year. 

Periods after January, 2001, net returns can be either actual client fee or highest ADV fee, depending on the type of client.  Composite net returns after January 1, 2011, are inclusive of performance-based fees 
(where applicable). Performance-based fees are accounted for on a cash basis. Prior to January 2003 certain commingled funds which returns may be utilized in a Composite’s performance track record had net 
returns that reflected a deduction for administrative fees in addition to direct trading expenses and investment management fees.  Therefore, the average fees will be higher during these time periods.  

The index benchmarks are referred to for comparative purposes only and are not necessarily intended to parallel the risk or investment approach of the portfolios included in the composites.  Representative 
portfolios utilized to illustrate portfolio characteristics are selected on non-performance-based criteria including account restrictions, size that is representative of strategy, length of time under advisor's 
management and affiliation. 

Unless otherwise noted, for all international, global and regional portfolios, composite performance is presented net of foreign withholding taxes.  Withholding taxes may vary according to the investor’s 
domicile.  Information regarding the benchmark, including the percentage of the composite invested in countries or regions not included in the benchmark, is available upon request.  Returns include the effect 
of foreign currency exchange rates.  Unless otherwise noted, the index grosses-up dividends, where this is appropriate, to reflect the position of an international investor with the benefit of double taxation 
agreements, if any. 

The information in this document contains general information only on investment matters and should not be considered as a comprehensive statement on any matter and should not be relied upon as such. 
The general information it contains does not take account of any investor's investment objectives, particular needs or financial situation, nor should it be relied upon in any way as a forecast or guarantee of 
future events regarding a particular investment or the markets in general. All expressions of opinion and predictions in this document are subject to change without notice.  
 
Subject to any contrary provisions of applicable law, no company in the Principal Real Estate Investors, LLC nor any of their employees or directors gives any warranty of reliability or accuracy nor accepts any 
responsibility arising in any other way (including by reason of negligence) for errors or omissions in this document. 
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GLOBAL REAL ESTATE SECURITIES (USD) 
                    

  Total Firm Assets (USD)    Composite Assets   Annual Performance Results (USD) 

  Gross Assets Net of Leverage USD Number of Gross Annual  Net Annual  Benchmark Annual Composite Composite Benchmark 

Year End (millions) (millions) (millions) Accounts Return Return Return Dispersion 3-Yr St Dev 3-Yr St Dev 

2015 63,300 53,186 5,140 14 2.39% 1.85% -0.79% 0.22% 11.94 12.29 

2014 57,229 48,135 5,061 15 17.57% 16.95% 15.02% 0.22% 12.10 12.49 

2013 48,799 40,662 3,164 11 7.06% 6.49% 3.67% N/A 16.56 16.45 

2012 44,864 37,177 1,679 <=5 31.02% 30.31% 27.73% N/A 18.44 18.14 

2011 38,539 31,711 325 <=5 -4.52% -5.15% -6.46% N/A 24.91 26.04 

2010 34,810 28,620 154 <=5 22.18% 21.17% 19.63% N/A 29.31 31.97 

2009 32,426 26,427 29 <=5 39.09% 37.91% 37.13% N/A N/A N/A 

2008 36,923 30,566 15 <=5 -46.38% -46.84% -48.16% N/A N/A N/A 

2007 43,642 36,416 33 <=5 -11.34%* -12.13%* -11.63%* N/A N/A N/A 

*Time period returns include February 1, 2007 through December 31, 2007 

N/A - Information is not statistically meaningful due to an insufficient number of portfolios in the composite for the entire year or not having enough data during the time period in question. 

COMPOSITE- The Global Real Estate Securities (USD) composite contains fully discretionary accounts that invest in securities of companies invested in the real estate industry around the world and for comparison 
purposes is measured against FTSE EPRA/NAREIT Developed NTR Index.  The Global Real Estate Securities (USD) composite was created in February 2007. The composite name changed from Global Property 
Securities to Global Real Estate Securities effective September 20, 2011.   

BENCHMARK- The FTSE EPRA/NAREIT Developed NTR Index covers both the FTSE EPRA/NAREIT Equity REITs Index and the FTSE EPRA/NAREIT Developed ex-U.S. Index. Designed to track the performance of listed 
real estate companies and REITs worldwide, the series acts as a performance measure of the overall market.  The index change names on March 23rd, 2009, and was formerly known as the FTSE EPRA/NAREIT Global 
Real Estate Index.  In reports issued prior to January 10, 2014, the FTSE EPRA/NAREIT Developed Real Estate GTR Index was used for all time periods.  The benchmark was changed to be more representative of the 
composite strategy. Information regarding the comparison to both versions of theFTSE EPRA/NAREIT Developed Index is available upon request.   

PERFORMANCE-Returns are presented gross and net of management fees and include the reinvestment of all income.  Actual returns will be reduced by investment advisory fees presented.  Policies for valuing 
portfolios, calculating performance, and preparing compliant presentations are available upon request. 

FIRM ASSETS-  Total gross firm assets represent all discretionary and non-discretionary assets for which the firm has investment management responsibility.  The net of leverage figure presented is the gross assets 
figure decreased by the market value of leverage and liabilities used to finance a portion of the firm assets.  Prior to January 10, 2014, only gross assets were presented on composite disclosures.  

SIGNIFICANT CASHFLOW- Effective May 1, 2011, the composite significant cash flow policy requires the temporary removal of any portfolio incurring a single client initiated significant cash inflow or outflow of 
15% of the portfolio’s NAV on any one day during the month in review.  As of January 1, 2010, this composite does not have a  significant cash flow policy.  Prior to the change, as of April 1, 2003 the composite 
significant cash flow policy required the temporary removal of any portfolio incurring a single client initiated significant cash inflow or outflow of 33% of the portfolio’s NAV on any one day during the month in 
review.  As of January 1, 2006, the cash flow policy was only effective when the composite includes two or more portfolios.  The temporary removal of such an account occurs at the beginning of the month in 
which the single significant cash flow occurs and the account re-enters the composite the month after the cash flow.  Additional information regarding the treatment of significant cash flows is available upon 
request. 

FEES-The standard applicable Global Real Estate Securities asset management (USD) fee schedule is 0.75% on the first $25 million, 0.65% on the next $25 million, and 0.55% thereafter.  Actual investment advisory 
fees incurred by clients may vary.   
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U.S. REAL ESTATE EQUITY SECURITIES (USD) 
                      

  Total Firm Assets (USD) 
   Composite 

Assets   Annual Performance Results (USD) 

  Gross Assets Net of Leverage USD Number of Gross Annual  Net Annual  Index Annual Composite Composite Benchmark 

Year End (millions) (millions) (millions) Accounts Return Return Return Dispersion 3-Yr St Dev 3-Yr St Dev 

2015 63,300 53,186 3,100 14 5.23% 4.66% 2.52% 0.02% 14.28 14.46 

2014 57,229 48,135 2,827 11 33.53% 32.80% 30.38% 0.14% 13.14 13.10 

2013 48,799 40,662 1,765 13 4.94% 4.37% 2.47% 0.06% 16.66 16.49 

2012 44,864 37,177 2,038 16 18.15% 17.49% 17.77% 0.05% 18.19 18.04 

2011 38,539 31,711 2,414 12 10.10% 9.49% 8.69% 0.13% 29.19 31.68 

2010 34,810 28,620 2,227 16 26.56% 25.86% 28.48% 0.16% 35.23 39.96 

2009 32,426 26,427 2,133 16 28.99% 28.26% 28.61% 0.44% 35.42 39.97 

2008 36,923 30,566 1,423 16 -32.05% -32.43% -37.97% 0.18% 27.15 30.38 

2007 43,642 36,416 1,936 17 -16.66% -17.09% -16.82% 0.14% 17.29 17.13 

2006 37,109 31,785 2,196 20 37.59% 36.99% 35.92% 0.15% 16.64 16.30 

N/A - Information is not statistically meaningful due to an insufficient number of portfolios in the composite for the entire year or not having enough data during the time period in question. 

COMPOSITE- The U.S. Real Estate Equity Securities (USD) composite contains fully discretionary individually managed institutional accounts that invest in securities of companies invested in the real estate industry 
and for comparison purposes the composite is measured against the MSCI U.S. REIT Index.  Prior to November 1, 2000, the composite did include segments of balanced accounts and cash was allocated by 
applying ending asset-class percentages to average residual cash. The U.S. Real Estate Equities Securities (USD) composite was created in July 2002.  Prior to January 1, 2005 the U.S. Real Estate Equities Securities 
Composite was named the Real Estate Investment Trust Composite. 

BENCHMARK- The MSCI US REIT Index is a free float-adjusted market capitalization weighted index that is comprised of equity REITs that are included in the MSCI US Investable Market 2500 Index, with the 
exception of specialty equity REITs that do not generate a majority of their revenue and income from real estate rental and leasing operations. The index represents approximately 85% of the US REIT universe.  
Information regarding the comparison to the MSCI U.S. REIT Index is available upon request.  

PERFORMANCE-  Returns are presented gross and net of management fees and include the reinvestment of all income. The composite is reflected gross of withholding taxes on dividends.  This is done to reflect 
what an investor could return in a tax free world because different investors could have varying tax rates depending on where they are domiciled. Actual returns will be reduced by investment advisory fees 
presented.  Policies for valuing portfolios, calculating performance, and preparing compliant presentations are available upon request. 

FIRM ASSETS-  Total gross firm assets represent all discretionary and non-discretionary assets for which the firm has investment management responsibility.  The net of leverage figure presented is the gross assets 
figure decreased by the market value of leverage and liabilities used to finance a portion of the firm assets.  Prior to January 10, 2014, only gross assets were presented on composite disclosures.  

SIGNIFICANT CASHFLOW- Effective January 1, 2010, the composite significant cash flow policy requires the temporary removal of any portfolio incurring a single client initiated significant cash inflow or outflow 
of 30% of the portfolio’s NAV on any one day during the month in review.  Prior to the change, as of April 1, 2003 the compos ite significant cash flow policy required the temporary removal of any portfolio 
incurring a single client initiated significant cash inflow or outflow of 33% of the portfolio’s NAV on any one day during the month in review.  As of January 1, 2006, the cash flow policy was only effective when 
the composite includes two or more portfolios.  The temporary removal of such an account occurs at the beginning of the month in which the single significant cash flow occurs and the account re-enters the 
composite the month after the cash flow.  Additional information regarding the treatment of significant cash flows is available upon request. 

FEES- The standard applicable U.S. Real Estate Equity Securities asset management (USD) fee is 0.75% for the first $25 million, 0.65% on the next $25 million, and 0.55% thereafter.  Actual investment advisory 
fees incurred by clients may vary. 
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Third party rankings and recognitions are no guarantee of future investment success and do not ensure that a client or prospective client will experience a higher level of performance or 
results. These ratings should not be constructed as an endorsement of the advisor by any client nor are they representative of any one client’s evaluation. 

 

Morningstar Ratings Disclosures  

Principal Real Estate Securities Fund: 

Morningstar ratings for the other time periods as of 06/30/2016 are as follows: Class I, 3-year (5 stars/246 funds), 5-year (5 stars/210 funds), 10-year (5 stars/157 funds). 

 

Principal Global Real Estate Securities Fund: 

Morningstar ratings for the other time periods as of 06/30/2016 are as follows: Class I, 3-year (4 stars/208 funds), 5-year (5 stars/165 funds). 

Past performance is no guarantee of future results. Morningstar proprietary ratings reflect historical risk-adjusted performance for funds with at least a 3-year performance history and are 
subject to change each month. Morningstar Ratings™ are calculated from a fund’s three-, five-, and ten-year average annual returns in excess of the 90-day U.S. Treasury bill returns, with 
appropriate fee adjustments, and a risk factor that reflects performance below the 90-day Treasury bill return. Within each asset class the top 10% of funds receive 5 stars (Highest); the 
next 22.5% receive 4 stars (Above Average); the middle 35% earn 3 stars (Average); the next 22.5% receive 2 stars (Below Average); and the bottom 10% receive 1 star (Lowest). The 
Overall Morningstar Rating for a fund is derived from a weighted average of the performance figures associated with its three-, five-, and ten-year (if applicable) Morningstar Rating 
metrics. © 2016 Morningstar, Inc. All rights reserved. Part of the mutual fund data contained herein: (1) is proprietary to Morningstar and/ or its content providers; (2) may not be copied 
or distributed; and (3) is not warranted to be accurate, complete, or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use 
of this information. 

 

Potential investors should be aware of the many risks inherent to owning and investing in real estate, including: adverse general and local economic conditions that can depress the value 
of the real estate, capital market pricing volatility,  declining rental and occupancy rates, value fluctuations, lack of liquidity or illiquidity, leverage, development and lease-up risk, tenant 
credit issues, circumstances that can interfere with cash flows from particular commercial properties such as extended vacancies, increases in property taxes and operating expenses and 
casualty or condemnation losses to the real estate, and changes in zoning laws and other governmental rules, physical and environmental conditions, local,  state or national regulatory 
requirements, and increasing property expenses,  all of which can lead to a decline in the value of the real estate, a decline in the income produced by the real estate, and declines in the 
value or total loss in value of securities derived from investments in real estate.  As a general matter, the strategy entails a high degree of risk and is suitable only for sophisticated investors 
for whom such an investment is not a complete investment program and who fully understand and is capable of bearing the risks associated with such strategy. Investments in real estate 
securities are subject to the same stock market risks of investing in common stocks, which is the risk that stock prices overall will decline over short or long periods.  There can be no 
assurance that the strategy’s objectives will be achieved, and investors must be prepared to bear capital losses, including a loss of capital invested. 



For One-on-One Use Only 

Unless otherwise noted, the information in this document has been derived from sources believed to be accurate as of July 2016. Information derived from sources other than Principal 
Global Investors or its affiliates is believed to be reliable; however, we do not independently verify or guarantee its accuracy or validity. Past performance is not necessarily indicative or a 
guarantee of future performance and should not be relied upon to make an investment decision. 

The information in this document contains general information only on investment matters. It does not take account of any investor’s investment objectives, particular needs or financial 
situation and should not be construed as specific investment advice, an opinion or recommendation or be relied on in any way as a guarantee, promise, forecast or prediction of future 
events regarding a particular investment or the markets in general. All expressions of opinion and predictions in this document are subject to change without notice.  Any reference to a 
specific investment or security does not constitute a recommendation to buy, sell, or hold such investment or security, nor an indication that Principal Global Investors or its affiliates has 
recommended a specific security for any client account. 

Principal Financial Group, Inc.,  Its affiliates, and its officers, directors, employees, agents,  disclaim any express or implied warranty of reliability or accuracy (including by reason of 
negligence) arising out of any for error or omission in this document or in the information or data provided in this document.    

Any representations, example, or data not specifically attributed to a third party herein, has been calculated by, and can be attributed to Principal Global Investors. Principal Global Investors 
disclaims any and all express or implied warranties of reliability or accuracy arising out of any for error or omission attributable to any third party representation, example, or data provided 
herein. 

All figures shown in this document are in U.S. dollars unless otherwise noted. All assets under management figures shown in this document are gross figures, before fees, transaction costs 
and other expenses and may include leverage, unless otherwise noted. Assets under management may include model-only assets managed by the firm, where the firm has no control as to 
whether investment recommendations are accepted or the firm does not have trading authority over the assets. 

Indices are unmanaged and do not take into account fees, expenses and transaction costs. The two methods of calculating performance of a composite and the index may not be identical 
and it is not possible to invest directly in an index. 

This document is issued in the United States by Principal Real Investors, LLC, which is regulated by the U.S. Securities and Exchange Commission. 

This document is intended for sophisticated institutional and professional investors only and is delivered on an individual basis to the recipient and should not be passed on, used by any 
person or entity in any jurisdiction or country where such distribution or use would be contrary to local law or regulation, or otherwise distributed by the recipient to any other person or 
organization. 

Principal Global Investors is the asset management arm of the Principal Financial Group ® (The Principal ®)¹ and includes the asset management operations of the following subsidiaries of 
The Principal: Principal Global Investors, LLC; Principal Real Estate Investors, LLC; Principal Enterprise Capital, LLC; Spectrum Asset Management, Inc.; Post Advisory Group, LLC; Columbus 
Circle Investors; Edge Asset Management, Inc.; Morley Financial Services Inc.; Finisterre Capital, LLP; Origin Asset Management, LLP; Principal Global Investors (Europe) Limited; Principal 
Global Investors (Singapore) Ltd.; Principal Global Investors (Australia) Ltd.; Principal Global Investors (Japan) Ltd.; Principal Global Investors (Hong Kong) Ltd. Marketing assets under 
management may include assets that are managed by Principal International for which Principal Global Investors provides, or may provide access to proprietary investment research, 
recommendations, model portfolios or other advisory related services or systems. Assets under management includes assets managed by investment professionals of Principal Global 
Investors under dual employee arrangements with other subsidiaries of The Principal and assets managed in accordance with investment advice provided by Principal Global Investors 
through the delivery of a model. 

1”The Principal Financial Group" and "The Principal" are registered trademarks of Principal Financial Services, Inc., a member of the Principal Financial Group. 
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Principal Real Estate Investors is committed to operating practices that are environmentally responsible.  

30% 

The “Member” logo is a trademark owned by the U.S. Green Building Council and is used with permission.  



 

 

 
DEPARTMENT OF FIRE AND POLICE PENSIONS 

701 E. 3rd Street, Suite 200 
Los Angeles, CA 90013 

(213) 279-3100 
 
 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 
DATE: AUGUST 4, 2016 ITEM:  C.1 
 
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 

 
SUBJECT: APPROVAL OF TRAVEL AUTHORITY (NAVARRO) – NCPERS, 2016 PUBLIC 

SAFETY EMPLOYEES PENSION & BENEFITS CONFERENCE 
 
RECOMMENDATION 
 
That the Board approve Commissioner Ruben Navarro’s request to attend the National Conference on 
Public Employee Retirement Systems (NCPERS), 2016 Public Safety Employees Pension & Benefits 
Conference on October 23 – 26, 2016 in Las Vegas, NV (October 23rd is a travel day). 
 
DISCUSSION 
 
Commissioner Navarro expressed interest in participating in the following conference:  
 
 Conference:  2016 Public Safety Employees Pension & Benefits Conference 
 Sponsor:   National Conference on Public Employee Retirement Systems 
 Dates:    October 24 – 26, 2016 
 Location:   Las Vegas, NV 
 Mode of transportation: Commercial Airline 
 
BUDGET 
 
Sufficient funds are available in the Fiscal Year 2016-17 Travel Account. Listed below is an estimated cost 
to travel for Commissioner Navarro.  
 
 Registration $   650.00 
 Airfare 95.00 
 Hotel  541.00 
 Per Diem 192.00 
 Incidentals (mileage, parking & ground transportation)     153.00 
         TOTAL  $1,631.00 

 
 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 



SCHEDULE OF EVENTS*
*This is a preliminary schedule and subject to change.
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SUNDAY, OCTOBER 23
3:00 pm - 6:00 pm Registration
5:00 pm - 6:00 pm Welcoming Reception

MONDAY, OCTOBER 24
7:00 am - 8:00 am Breakfast
7:00 am - 1:00 pm Registration
7:00 am - 1:00 pm Exhibition
8:00 am - 1:00 pm General Session

m 2017 Economic Outlook
m Brexit: What Does It 

Mean for Safety Plans 
Investments?

m Medicare Access at 
Age 55 for Police and Fire 

5:00 pm - 6:00 pm Networking Reception

TUESDAY, OCTOBER 25
7:00 am - 8:00 am Breakfast
7:00 am - 1:00 pm Registration
7:00 am - 1:00 pm Exhibition
8:00 am - 1:00 pm General Session

m State Battles and 
Preparing for the 2017 
State Legislative Cycle

m Looking at Total 
Compensation: Cost Basis 
vs. Relative-Value Basis

m Unique Challenges 
Facing Public Safety Plan 
Trustees 

5:00 pm - 6:00 pm Networking Reception

WEDNESDAY, OCTOBER 26
7:00 am - 8:00 am Breakfast
7:00 am - 1:00 pm Registration
7:00 am - 11:00 am Exhibition
8:00 am - 1:00 pm General Session

m Disability Claims: How 
Should You Approach a 
Tough Case?

m Pension Benefit Increase:  
A Case Study On How  
The Illinois Firefighters  
Got This Done

m Sustainability of DROP 
Plans 

1:00 pm – 1:30 pm Open Forum
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DEPARTMENT OF FIRE AND POLICE PENSIONS 

701 E. 3rd Street, Suite 200 
Los Angeles, CA 90013 

(213) 279-3100 
 
 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 
DATE: AUGUST 4, 2016 ITEM:  C.2 
 
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 

 
SUBJECT: APPROVAL OF TRAVEL AUTHORITY (NAVARRO) – IFEBP, 62ND ANNUAL 

EMPLOYEE BENEFITS CONFERENCE 
 
RECOMMENDATION 
 
That the Board approve Commissioner Ruben Navarro’s request to attend the International Foundation of 
Employee Benefit Plans (IFEBP), 62nd Annual Employee Benefits Conference on November 13 – 16, 2016 
in Orlando, FL (November 13th is a travel day). 
 
DISCUSSION 
 
Commissioner Navarro expressed interest in participating in the following conference:  
 
 Conference:  62nd Annual Employee Benefits Conference 
 Sponsor:   International Foundation of Employee Benefit Plans 
 Dates:    November 14 – 16, 2016 
 Location:   Orlando, FL 
 Mode of transportation: Commercial Airline 
 
BUDGET 
 
Sufficient funds are available in the Fiscal Year 2016-17 Travel Account. Listed below is an estimated cost 
to travel for Commissioner Navarro.  
 
 Registration $1,450.00 
 Airfare 388.00 
 Hotel  739.00 
 Per Diem 192.00 
 Incidentals (mileage, parking, baggage & ground transportation)     153.00 
         TOTAL  $2,922.00 

 
 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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Conference Schedule
Friday, November 11

Registration ..........................................12:00 noon-5:00 p.m. 
(Registration opens for 2017  

Annual Conference in Las Vegas)

Saturday, November 12
Registration .............................................7:00 a.m.-5:00 p.m.

Preconference Programs .........................8:00 a.m.-5:00 p.m.

Sunday, November 13
Registration .............................................7:00 a.m.-5:00 p.m.

Preconference Programs .........................8:00 a.m.-4:00 p.m.

Exhibit Hall* .........................................12:00 noon-4:30 p.m.

Opening Session* ...........................................4:30-6:00 p.m.

Welcome Reception* (Exhibit Hall) ................6:00-7:00 p.m.

Monday, November 14
Registration .............................................7:00 a.m.-4:30 p.m.

Keynote Session..............................................8:00-9:15 a.m.

Breakout Sessions...................................9:45 a.m.-4:15 p.m.

Exhibit Hall ............................................10:30 a.m.-2:30 p.m.

Lunch (in Exhibit Hall)....................................12:15-1:30 p.m.

Tuesday, November 15
Registration .............................................7:00 a.m.-4:30 p.m.

Breakout Sessions...................................8:00 a.m.-4:15 p.m.

Exhibit Hall ............................................10:30 a.m.-2:30 p.m.

Lunch (in Exhibit Hall)...........................12:00 noon-1:30 p.m.

Wednesday, November 16
Registration ...........................................7:00 a.m.-12:30 p.m.

Breakout Sessions.........................................8:00-10:45 a.m.

Finale Session* ...................................11:00 a.m.-12:15 p.m.

*Guests are welcome to attend.

Venue Information
The Orange County Convention Center (OCCC) is home 
to all official conference activities for the 62nd Annual 
Employee Benefits Conference. With the OCCC cen-
trally located in the heart of Orlando’s tourism district, 
attendees can choose from a number of restaurants, 
shops and amenities to explore at the end of each day.  
Looking to extend your 
stay? Bring your family 
along for a trip they will 
not soon forget as you 
explore all of the attrac-
tions that Orlando has 
to offer.

Shuttle Service
Complimentary shuttle service between the OCCC 
and official conference hotels will be available for all 
conference registrants, exhibitors, speakers and guests 
beginning Saturday, November 12. Shuttle service will 
not be provided to Rosen Plaza, Rosen Centre or Hyatt 
Regency Orlando. If you will be staying at a Disney 
property, please allow at least 45 minutes for travel time to 
the Orange County Convention Center. Additional details 
are available on page 63.

Theme Park Ticket Discounts
Discounts are available at a number of area theme 
parks and attractions for Annual Conference attendees, 
including:
• Disney® Theme Parks
• SeaWorld and Discovery Cove
• Magic Kingdom®
• Universal Studios

Visit www.ifebp.org/orlandohotels to learn more!

International Foundation Membership

The 62nd Annual Employee Benefits Conference is avail-
able exclusively to International Foundation members. 
Join today and receive access to the Annual Conference 
as well as a variety of other valuable resources. 
Learn more at www.ifebp.org/memberkit.
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