
  

  
 
An opportunity for the public to address the Board or Committee about any item on today’s agenda for which there has been no previous 
opportunity for public comment will be provided before or during consideration of the item. Members of the public who wish to speak on any 
item on today’s agenda are requested to complete a speaker card for each item they wish to address, and present the completed card(s) to 
the commission executive assistant. Speaker cards are available at the commission executive assistant’s desk.  
 
In compliance with Government Code Section 54957.5, non-exempt writings that are distributed to a majority or all of the Board or 
applicable Committee of the Board in advance of their meetings may be viewed at the office of the Los Angeles Fire and Police Pension 
System (LAFPP), located at 360 East 2nd Street, 4th Floor, Los Angeles, California 90012, or by clicking on LAFPP’s website at 
www.lafpp.com, or at the scheduled meeting. Non-exempt writings that are distributed to the Board or Committee at a scheduled meeting 
may be viewed at that meeting. In addition, if you would like a copy of any record related to an item on the agenda, please contact the 
commission executive assistant, at (213) 978-4555 or by e-mail at 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) 978-4545 voice or (213) 978-4455 TDD. 

 
 

A. ITEMS FOR BOARD ACTION 
 

1. EVALUATION OF THE GENERAL INVESTMENT CONSULTANT RVK AND 
POSSIBLE BOARD ACTION 

 
2. ANNUAL INVESTMENT POLICY REVIEW AND POSSIBLE BOARD ACTION 
 

B. REPORTS TO THE BOARD  
 

1. MINORITY, WOMEN, AND DISABLED VETERAN OWNED BROKER USAGE 
REPORT 
 

2. CYBER SECURITY POSTURE FOR LAFPP AND OUR BUSINESS PARTNERS 
 

 
SPECIAL AGENDA 

 
BOARD OF FIRE AND POLICE PENSION 

COMMISSIONERS 
 

Wednesday, September 16, 2015 
8:35 a.m. or immediately following the Benefits Committee 

 
Los Angeles Times Building 

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

 
Commissioner Diannitto will participate telephonically from 

4612 El Reposo Drive, Los Angeles, CA  90065 
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3. Miscellaneous correspondence from money managers, consultants, etc. – Received 
and Filed.  

 
4. General Manager’s Report 
 

a. Monthly Report 
 

b. Marketing Cessation Information 
 

c. Benefits Actions approved by General Manager on September 3, 2015 
 
d. Other business relating to Department operations 

 
C. COMMITTEE CALENDAR  
 

1. Audit Committee – Last met: 07/16/15; next meeting: 10/01/15 
 
2. Benefits Committee – Last met: 04/02/15; next meeting: 09/16/15 
 
3. Governance Committee – Last met: 08/06/15; next meeting: 10/01/15 

 
D. CONSENT ITEMS 
 

Approval of Minutes of the Governance Committee of May 21, 2015 
 

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

Alternative 1 
 
Sergeant II Mark R. Zimmerman.  Sergeant Zimmerman will be represented by Thomas J. 
Wicke, Esq. of Lewis, Marenstein, Wicke, Sherwin and Lee. 
 
Detective I Frank S. Omori.  Detective Omori will be represented by Corina Lee, Los 
Angeles Police Protective League. 
 
Alternative 2 
 
Apparatus Operator Damon Wing.  Apparatus Operator Wing will be representing himself. 

 
H. CLOSED SESSION ITEMS FOR POSSIBLE BOARD ACTION  
 

1. CLOSED SESSION PURSUANT TO SUBDIVISIONS (a) AND (d)(1) OF 
GOVERNMENT CODE SECTION 54956.9 TO CONFER WITH, OR RECEIVE 
ADVICE FROM, LEGAL COUNSEL WITH REGARD TO PENDING LITIGATION, IN 
TWO (2) CASES: 
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(a) OFFICIAL COMMITTEE OF UNSECURED CREDITORS OF MOTORS 
LIQUIDATION COMPANY fka GENERAL MOTORS CORPORATION vs. 
JPMORGAN CHASE NA, INDIVIDUALLY AND AS ADMINISTRATIVE AGENT, et 
al. (UNITED STATES BANKRUPTCY COURT, SOUTHERN DISTRICT OF NEW 
YORK, CHAPTER 11 CASE NO. 09-50025 (REG), ADVERSARY CASE NO. 09-
00504 (REG)) 

(b) THE CITY OF LOS ANGELES, LOS ANGELES FIRE & POLICE PENSION ex rel 
MARCELLUS TAYLOR, vs. DEUTSCHE BANK, AG, et al, (UNITED STATES 
DISTRICT COURT, CENTRAL DISTRICT OF CALIFORNIA CASE NO. 2:15-cv-
05343-RGK-RAOx) 

 
2. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54957(b)(1): 

BOARD REVIEW OF THE CITY ATTORNEY ANNUAL PERFORMANCE 
EVALUATION AND POSSIBLE BOARD ACTION 

 
 



 

 
DEPARTMENT OF FIRE AND POLICE PENSIONS 

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

(213) 978-4545 
 
 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS  
                    
DATE:            SEPTEMBER 16, 2015 ITEM:  A.2  
 
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 
 
SUBJECT: ANNUAL INVESTMENT POLICIES REVIEW AND POSSIBLE BOARD ACTION 

 

RECOMMENDATIONS 

That the Board: 

 1. Approve the proposed amendments to the Policy Review Due Dates page; 

 2. Approve the proposed amendment to the Rebalancing Policy; 

 3. Affirm its previous approval of the amendment to the Real Estate Policy;  
 
 4. Approve the proposed amendment to the Proxy Voting Policy; and, 
 
 5. Discuss any other desired amendments to the Investment Policies.    

 

BACKGROUND 

The City Charter states “The board of each pension and retirement system shall adopt a 
statement of investment objectives and policies for the system.” The Charter further directs that  
“At least annually, the board shall review the statement and change or reaffirm it.” 
 
The Board discussed the Investment Policies (Policies) throughout much of last year and 
approved numerous changes at meetings in September and October 2014. In accordance with the 
requirement for an annual review, Staff is presenting the Policies today for Board discussion and 
possible action. 
 
 
DISCUSSION 
 
Staff has reviewed the Policies and has four recommendations. 
 
First Recommendation 
 
Page i of the Policies is titled Policy Review Due Dates. It lists the 15 Sections that comprise the 
Policies and provides a date for each Section’s review. Staff believes that the Board’s approval 
last year of an annual review for the Policies obviates the need for a review schedule of each 



________________________________________________________________________________ 
Board Report                                                 Page 2                                               September 16, 2015 

Section. Page i is a legacy of an earlier era when the Sections were reviewed at different  
intervals; it serves no useful function at this time. Staff proposes to delete the page in its entirety. 
The three pages immediately following the Policy Review Due Dates page serve as the 
Investment Policies Table of Contents; those pages would be renumbered appropriately. 
Attachment I is a redline version and a clean version of the proposed changes. 
 
Second Recommendation 
 
The Board’s Rebalancing Policy is Section 1.7 of the Investment Guidelines Policy. Rebalancing is 
occasionally required because as markets move over time the actual allocation of assets may 
diverge from the asset allocation approved by the Board. Each asset class has an associated 
range to allow for some deviation from the target allocation, and thus minimize the transaction 
costs that are incurred whenever assets are rebalanced. The Rebalancing Policy guides how and 
when the investment portfolio’s assets are rebalanced so that the actual allocation remains within 
the Board-approved ranges. Section 1.7(B) of the Rebalancing Policy reads, in part: 
 

“If the actual allocations fall outside the predetermined range, Staff will implement a 
rebalancing back to the midpoint between the end of the range that was exceeded and the 
target allocation.”          

 
Staff believes this part of the Rebalancing Policy is unnecessarily restrictive. Staff would prefer the 
flexibility to determine the point within a range to which the assets will be rebalanced. It is 
recommended that the subject part of Section 1.7(B) be revised to read: 
 

“If the actual allocations fall outside the predetermined range, Staff will implement a 
rebalancing back within the range of the target allocation.” 
   

Attachment II is a redline and a clean version of the proposed change. Attachment III is Appendix 
1 of the Investment Guidelines Policy and provides the current Board-approved Asset Allocation 
Plan with Ranges for each asset class.  
 
Third Recommendation 
 
The third recommendation concerns the Real Estate Policy (Section 3.0 of the Policies).  The 
Board’s Real Estate Consultant, The Townsend Group (Townsend), appeared before the Board 
on July 16, 2015 and presented its Real Estate Strategic and Investment Plan. The Strategic Plan 
was a review of the real estate program’s objectives, policies and procedures along with one 
recommended change to the Board’s Real Estate Policy. The Investment Plan was a discussion 
of how Townsend proposed to implement the Strategic Plan over the near term, with 
recommended types and numbers of investments into 2016.  
 
The strategic change recommended by Townsend concerned risk management within the real 
estate portfolio. Section 3.3(B)(3) of the Real Estate Policy seeks to mitigate risk through 
diversification, setting maximum percentages of the real estate portfolio that can be invested in 
particular property types or geographic locations. Section 3.3(B)3 reads, in part: 
 

“Exposure to any single property type (i.e. office, retail, apartment, industrial or other) or   
geographic region in excess of forty percent (40%) of the total Real Estate Portfolio must be 
reviewed as an exception by the Board.” 
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The Board had approved the 40% diversification constraint prior to the adoption of an allocation to 
public real estate investment trusts (REITs). The Board now has an allocation to REITs of up to 
30% of the total real estate allocation.  Townsend’s recommendation was that the Real Estate 
Policy be changed so that the 40% diversification constraint is applied only to the private real 
estate portfolio, instead of the total (including REITs) real estate portfolio.  
 
Staff supported Townsend’s recommendation and the Board approved the change at the July 16, 
2015 meeting. The Department’s procedure for managing amendments to policies includes 
providing the Board the opportunity to review a redline version of the existing policy with the 
proposed change, and a clean version of the policy incorporating the proposed change. Only 
when the Board has so reviewed and approved the proposed change does Staff officially amend 
the policy. In accordance with that procedure, Attachment IV is page 1 of Townsend’s July 16, 
2015 report to the Board and contains the recommended change, Attachment V is the Board 
Resoultion reflecting the Board’s decision and Attachment VI provides redline and clean versions 
of the change to the Real Estate Policy. The Board is now asked to affirm its decision of July 16, 
2015.      
 
Fourth Recommendation 
 
The fourth recommendation concerns the Proxy Voting Policy (Section 7.0 of the Investment 
Policies). The proxy ballots of the Fund’s domestic equity holdings are voted by a specialist firm 
contracted for that purpose. The contract is currently held by Glass Lewis & Co. (Glass Lewis).  
Glass Lewis is authorized to vote the Fund’s proxy ballots in accordance with the Board’s Proxy 
Voting Policy, which addresses 112 separate issues that comomonly appear on shareholder 
proxies. In general, the Proxy Voting Policy directs a vote of “abstain” on issues that are not 
clearly related to a company’s operational or financial performance.    
 
Recent Board discussions have indicated some interest in encouraging diversity on the Boards of 
public companies. Section 7.69 of the Proxy Voting Policy currently reads: 
 

7.69 Board Inclusiveness – Always abstain from voting for a shareholder proposal asking 
the board to include more women and minorities as directors.     

 
The Board may wish to consider changing the wording of the Section to read: 
 

7.69 Board Inclusiveness – Always vote for a shareholder proposal asking the board to 
include more women and minorities as directors. 

 
Attachment VII provides redline and clean versions of the proposed change. 
 
 
CONCLUSIONS 
 
Attachment VIII, the current Policies, is provided for the Board’s reference. Staff is comfortable 
with the Policies (as amended by the recommendations in this Report) and believes they 
accurately reflect the Board’s investment objectives and current practices. However, the Board 
may wish to discuss or change the Policies. If so, Staff will note any discussion today and will 
bring any proposed chages back for Board discussion and action at a future Board meeting.      
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This report was prepared by:  
 
 
Rick Rogers 
Investment Officer 
 
 
 
RPC:TL:RR 
 
Attachments:    I.   Redline and Clean version of Investment Policies pages i - iv 
 II. Redline and Clean version of proposed change to Rebalancing Policy 
 III. Appendix 1 of Investment Guidelines Policy with Asset Allocation and Ranges 
 IV. The Townsend Group’s Memorandum to the Board of July 2015, page 1 
 V. Board Resolution 16012 of July 16, 2015    
 VI. Redline and Clean version of proposed change to Real Estate Policy 
 VII. Redline and Clean version of proposed change to Proxy Voting Policy 
 VIII. Investment Policies  
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Policy Review Due Dates 
 
 
 

UPDATED:  02/05/15 
 
 
Section 1.0 - Investment Guidelines Policy..................................10/2016 
Section 2.0 - Private Equity Investments Policy...........................09/2016 
Section 3.0 - Real Estate Policy...................................................09/2016 
Section 4.0 - Commodities - Energy Policy..................................09/2016 
Section 5.0 - Emerging Managers Policy.....................................09/2016 
Section 6.0 - Risk Management Policy ........................................09/2016 
Section 7.0 - Proxy Voting Policy .................................................09/2016 
Section 8.0 - Manager Selection and Retention Policy ...............02/2017 
Section 9.0 - Marketing Cessation Policy ....................................02/2016 
Section 10.0 - Securities Litigation Policy ......................................09/2016 
Section 11.0 - Sudan Policy ...........................................................09/2016 
Section 12.0 - Duties of Responsible Parties ................................09/2016 
Section 13.0 - Addressing Social, Political, and Human Rights 

Issues .....................................................................09/2016 
Section 14.0 - Iran Policy ...............................................................09/2016 
Section 15.0 - Firearms lnvestment Policy.....................................09/2016 
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REBALANCING POLICY 

 
1.7      As markets move over time, the actual asset mix of the System’s portfolio may 

diverge from the target allocations established by the Board through the asset 
allocation process. If fund assets are allowed to deviate too far from the target 
allocations there is a risk that the portfolio will fail to meet the management 
objectives set by the Board. On the other hand, the Board is aware that continual 
rebalancing of the portfolio to the asset allocation targets may result in significant 
transaction costs and that the Rebalancing Policy is not intended to be used for 
tactical asset allocation. Cognizant of these risks, the Board directs Staff to 
rebalance the System’s portfolio in accordance with the following guidelines and 
procedures: 

 
A. With respect to each major asset class and to the investment structure within 

each asset class for which the Board has set a target allocation, the Board, 
in consultation with its Staff and its investment consultant, will establish 
rebalancing range limitations. Generally, the Board will require tighter ranges 
for the asset class groups (e.g., total equity and total fixed income) than for 
the investment structure within each asset class. 

 
B. Staff will monitor the portfolio’s actual asset allocation relative to the target 

allocations. If the actual allocations fall within the defined ranges, no 
rebalancing will be required. If the actual allocations fall outside the 
predetermined range, Staff will implement a rebalancing back within the 
range of to the mid- point between the end of the range that was 
exceeded and the target allocation. 

 
C. In rebalancing, Staff should prioritize implementation procedures as follows: 

 
1.  Investing net contributions into asset classes that are below their range 

limitations; 
 

2.  Drawing cash flows out of the portfolio (for benefit payments and 
expenses) from asset classes that are above their range limitations 
(using interest payments, rental revenues and dividends); and 

 
3.  Selling overweighted assets and/or buying underweighted assets. 

 
D. Whenever rebalancing is required within an asset class that has multiple 

managers under a single mandate, any reallocation of assets should be done 
on an equal-weighted basis, or according to the management structure of the 
asset class. However, if one or more of the managers is on watch list notice 
pursuant to the Manager Selection and Retention Policy, Staff may use their 
discretion to adjust the rebalancing weights. 

 
E. When circumstances arise in which it is impractical to rebalance, asset 

classes may be deliberately left outside of their ranges for a period of time. 
Such circumstances may include, but are not limited to, situations when it is 
known that there are potential asset shifts pending in the portfolio over the 
next 12 months, such as a hiring/termination of a manager(s), an asset  
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APPENDIX 1 - ASSET ALLOCATION 2013 WITH SUB CLASSES 
 

 
 

 
 

*Cash range adjusted for liquidity needs and frictional cash rather than standard deviation of 
asset class. 

 
 

NOTES 
Board approved on October 17, 2013. 
Ranges set by Staff and RVK, Inc. and approved by the Board on October 17, 2013. 
Equal allocations to Growth and Value in large and small cap stocks (8/2/07). 
Cash upper range to 4% per the 3/19/2009 Board meeting.  

 
 
 
 

Target Lower Upper 
Asset Class Allocation Range Range Range (%) 
Dom. Large Cap Equity 23.00% 20.24% 25.76% 12.00% 
Small Cap. Equity 6.00% 4.71% 7.29% 21.50% 
Int'l Dev't Equity 16.00% 13.60% 18.40% 15.00% 
Int'l Emerg. Mkts 5.00% 3.60% 6.40% 28.00% 
Core Bonds 14.00% 13.16% 14.84% 6.00% 
TIPS 5.00% 4.69% 5.31% 6.25% 
High Yield Bonds 3.00% 2.58% 3.42% 14.00% 
Unconstrained Fixed Income 2.00% 1.80% 2.20% 10.00% 
Real Estate 7.00% 6.02% 7.98% 14.00% 
REITS 3.00% 2.51% 3.50% 16.50% 
Commodities-Energy 5.00% 3.80% 6.20% 24.00% 
Private Equity 10.00% 7.50% 12.50% 25.00% 
Cash* 1.00% 1.00% 4.00% 300.00% 

 

 
TOTAL 100% 
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TOWNSEND 

GROUP 

MEMORANDUM 

TO: The Board of los Angeles Fire & Police Pension Commissioners 

DATE: July 2015 

SUBJECT: Real Estate Strategic & Investment Plan - Executive Summary 

FROM: The Townsend Group (Jennifer Young, Nick Rittenhouse & l eslie Montag) 

Executive Summary 

The purpose of this report is to recommend changes to the los Angeles Fire & Police Pensions ("lAFPP" or 

the "System") Real Estate Strategic Plan ("Strategic Plan"). A corresponding Real Estate Investment Plan 

("Investment Plan") includes actions which will help lAFPP to capitalize on current market opportunities 

while still meeting the guidelines set forth in the proposed Strategic Plan. 

In 2012, lAFPP Staff and Board adopted changes to the Strategic & Investment Plan, which were intended to 

reduce risk and generate more consistent returns across multiple market cycles. Since that time, LAFPP and 

Townsend have successfully transitioned the Portfolio to reflect a more conservative risk profile. The 

Strategic & Investment Plan recommendations for 2015 are summarized below. A redlined Strategic Plan is 

provided as Attachment A. 

2015 Strategic Recommendations 

Townsend is not recommending any significant strategic changes in 2015. A proposed change to the Strategic 

Plan is summarized below. A detailed performance flash report is provided as Attachment B for reference. 

1. Diversification Constraint. Currently LAFPP constrains property type and geographic diversification to 

no more than 40.0% of the Total Portfolio, which includes both public real estate investment trust 

(REIT) and private investment positions. As LAFPP intends to maintain a long term strategic position 
in public REITs, Townsend recommends revising the diversification constraint to only apply to the 

Private Portfolio, where Staff and Townsend intend on ~aking more active investment decisions. 

Townsend will continue to monitor the diversification of the public REIT program relative to its 

benchmark. 

Current (1015) and projected (through year-end 2017) diversification by property type and region at 

the Private and Total Portfolio levels are provided on pages 9 and 10 for reference. 

END OF STRATEGIC RECOMMENDATIONS 
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APPROVAL OF REAL ESTATE STRATEGIC AND IMPLEMENTATION PLAN 
RECOMMENDATIONS BY THE TOWNSEND GROUP 

RESOLUTION 16012 

Commissioner Navarro moved that the Board approve the recommendations to the Real 
Estate Strategic Plan as submitted by The Townsend Group, 

which was seconded by Commissioner Salimpour and approved by the following vote: 
ayes, Commissioners Aliano, Diannitto, Nathanson, Navarro, Salimpour, Tapia, Vega, 
and President von Voigt - 8; nays, none. 

I HEREBY CERTIFY that the foregoing 
Resolution was adopted by the Board of 
Fire and Police Pension Commissioners 
at its regular meeting held on July 16, 
2015. 
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opportunities (e.g. capital voids, market recovery, development, 
distressed sellers, financial engineering) and debt to provide excess 
returns. Because of the degree of reliance on active management 
necessary to capitalize on such market inefficiencies, investments 
will be accessed through structures that allow a high degree of 
manager discretion. 

 
The System will utilize the following investment 
structures: 

 
a)  Individually Managed Accounts (“IMA”) 

 
For the Core component, the System may purchase assets 
on a wholly owned basis through Individually Managed 
Account structures. The System may consider joint venture or 
co-investment ownership, as an equal or greater partner, 
within IMA structures. 

 
b)  Commingled Funds 

 
For Core and Value Add strategies, the System will also 
consider Open-End Commingled Funds (OECFs). OECFs 
are an infinite life pool of assets diversified by geography and 
property type. OECFs are complementary to smaller IMAs as 
they provide access to larger, Core, “trophy” properties that a 
smaller IMA would not be able to purchase. There are also 
OECFs that target various levels of value add risk and 
provide similar diversification and risk/return benefits. 

 
For Value Add and Opportunistic strategies, the System will 
purchase assets through the ownership of units or shares of 
Closed-End Commingled Funds.  Closed-End Commingled 
Funds differ from OECFs in that they are finite life vehicles. 
Any legally permissible vehicle will be allowed including, but 
not limited to, joint ventures, limited partnerships, real estate 
investment trusts (private) and limited liability corporations. 

 
2) Defined Roles for Participants 

 
The real estate program shall be planned, implemented, and monitored 
through the coordinated efforts of the Board, Staff, Real Estate 
Consultant (“Consultant”) and Investment Managers (“Manager” or 
“Managers”). The major responsibilities of each participant are outlined in 
Appendix 1. 

 
3) Diversification 

 
The System will seek to diversify its Real Estate Portfolio by manager; 
property type; property location; investment style; and, within the 
Opportunistic Portfolio, by investment strategy. Investment property types 
must be consistent with the groups as follows: 

 
  Core includes office, retail, apartments, industrial, hotel and limited 

non-traditional property types (including self-storage, senior and 
student housing). 
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  Value Add and Opportunistic have no restrictions on property type. 

It is expected that at various points in time, the portfolio may be more 
heavily exposed to  a  single property type or location by virtue of 
opportunities available in the market. Exposure to any single property 
type (i.e. office, retail, apartment, industrial or other) or geographic region 
in excess of forty percent (40%) of the private total Real Estate Portfolio 
must be reviewed as an exception by the Board. 

 
International investments will be limited to no more than thirty percent 
(30%) of the total targeted Private Real Estate Portfolio and may include 
private and public investments in the Core and Non-Core style groups. 

 
Individually Managed Accounts 

 
The System’s IMA management agreements, individually or as a group, 
will provide for diversification by property type, economic sector and 
location in order to minimize any such concentration which might, in turn, 
impact the stability of rental income over market cycles. 

 
Commingled Funds 

 
Diversification by Strategy and Manager will be used to minimize sponsor 
or strategy concentration, which might, in turn, impact the performance of 
the Value Add and Opportunistic allocation and/or the total portfolio. The 
Commingled Funds will provide reporting which will allow the System to 
monitor its geographic and property type diversification. 

 
4) Leverage 

 
The use of leverage is a prudent tool for enhancing returns and 
diversifying equity investments. As such, the System has approved 
leverage limits in order to maximize returns to the total portfolio. The 
availability and cost of leverage will be factors considered in determining 
its use.   At no time shall the origination of leverage exceed the 
established limits on a loan-to-value basis. In the event that a leverage 
constraint is breached due to a contraction in market values, the 
System’s Staff and Consultant will notify the Board and make a 
recommendation for action or exception. 

 
a.  Core 
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SHAREHOLDER PROPOSALS 
 
 
7.57      Shareholder Approval of Auditors – Always vote for a shareholder proposal 

calling for stockholder ratification of auditors. 
 
7.58      Auditors Must Attend Annual Meeting - Always vote for a shareholder proposal 

calling for the auditors to attend the annual meeting. 
 
7.59      Limit Consulting by Auditors - Always vote for a shareholder proposal calling for 

limiting consulting by auditors. 
 
7.60      Rotate Auditors - Always vote for a shareholder proposal calling for the rotation of 

auditors. 
 
7.61      Restore Preemptive Rights - Always vote for a shareholder proposal to restore 

preemptive rights. 
 
7.62      Study Sale or Spin-Off - Always vote for a shareholder proposal asking the 

company to study sales, spin-offs or other strategic alternatives. 
 
7.63      Adopt Confidential Voting - Always vote for a shareholder proposal asking the 

board to adopt confidential voting and independent tabulation of the proxy ballots. 
 
7.64      Counting Shareholder Votes - Always vote for a shareholder proposal asking the 

company to refrain from counting abstentions and broker non-votes in vote 
tabulations. 

 
7.65      No Discretionary Voting - Always vote for a shareholder proposal to eliminate the 

company’s discretion to vote unmarked proxy ballots. 
 
7.66      Equal Access to the Proxy - Always vote for a shareholder proposal to provide 

equal access to the proxy materials for shareholders. 
 
7.67     Improve Meeting Reports – Always vote against a shareholder proposal to 

improve annual meeting reports. 
 
7.68      Change Annual Meeting Location – Always vote against a shareholder proposal 

to change the annual meeting date. 
 
7.69      Board Inclusiveness – Always vote abstain from voting for a shareholder 

proposal asking the board to include more women and minorities as directors. 
 
7.70      Increase Board Independence - Always vote for a shareholder proposal seeking 

to increase board independence. 
 
7.71      Director Tenure/Retirement Age – Always abstain from voting for a shareholder 

proposal seeking to limit the period of time a director can serve by establishing a 
retirement or tenure policy. 

 
7.72      Minimum Stock Ownership by Directors – Vote for a shareholder proposal to 

require minimum stock ownership by directors unless the minimum level of 
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Los Angeles Fire & Police Pension System 
 

1.0 - INVESTMENT GUIDELINES POLICY 
 
 

PURPOSE 
 

1.1 This document provides a framework for the investment management of the assets 
of the Los Angeles Fire and Police Pension Plan (“LAFPP,” and hereafter known as 
the “System”, “Fund” or “Plan”). Its purpose is to assist the Board in effectively 
supervising and monitoring the investments of the System. Specifically, it will 
address: 

  
A. The general goals of the investment program; 
B. The policies and procedures for the management of the investments; 
C. Specific asset allocations, minimum diversification requirements, rebalancing 

procedures, and investment guidelines; 
D. Performance objectives and criteria for investment performance evaluation; 

and 
E. Responsible parties. 

 
 The System establishes this investment policy in accordance with Section 1106 of 

the Charter of the City of Los Angeles (“City Charter”) for the systematic 
administration of the Retirement Fund. Since its creation, the Board’s activities have 
been directed toward fulfilling the primary purpose of the System, as described in 
Section 1106: 

 
 “…to provide benefits to system participants and their 

beneficiaries and to assure prompt delivery of those benefits and 
related services; to minimize City contributions; and to defray the 
reasonable expenses of administering the system…The duty to 
system participants and their beneficiaries shall take precedence 
over any other duty.” 

 
 The System is an independent department of the City government and is governed 

by a nine member Board and administrative general manager. In the formation of 
this investment policy and goal statement, a primary consideration of the Board has 
been its awareness of the stated purpose of the System. The Board’s investment 
activities are designed and executed in a manner that will fulfill these goals. 

 
 This policy statement is designed to allow for sufficient flexibility in the management 

oversight process to capture investment opportunities as they may occur, while 
setting forth reasonable parameters to ensure that prudence and care is taken in the 
execution of the investment program. 

 
 Some investment areas are complex enough to have their own sub-policies. These 

include private equity, real estate, emerging managers, commodities, manager 
selection and retention, and proxy voting. These sub-policies are found according to 
their subject heading in the following sections of the Investment Policy. 
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INVESTMENT OBJECTIVES 
 
1.2    The System’s general investment goals are broad in nature. The following goals,   

consistent with the above described purpose, City Charter citations, and State 
Constitution are adopted: 

 
A. The overall goal of the System’s investment assets is to provide plan 

participants with post-retirement benefits as set forth in the System 
documents. This will be accomplished through a carefully planned and 
executed investment program. 

 
B. A secondary objective is to achieve an investment return that will allow the 

percentage of covered payroll the City must contribute to the System to be 
maintained or reduced, and will provide for an increased funding of the 
System’s liabilities. 

 
C. The System’s assets will be managed in a manner that is cognizant of risk 

adjusted rates of return. While the System recognizes the importance of the 
preservation of capital, it also adheres to the principle that varying degrees of 
investment risk are generally rewarded with compensating returns.  Some 
risks, such as normal market volatility are generally unavoidable.  Other risks, 
such as investing in emerging markets are knowingly assumed and to a 
certain degree necessary to implement an Asset Allocation Plan that will 
meet target returns.  Consequently, prudent risk-taking is warranted within 
the context of overall portfolio diversification.  Controlling and eliminating 
unnecessary risks is important to the Plan. As a result, investment strategies 
are considered primarily in light of their impacts on total plan assets subject 
to the provisions set forth in Section 1106 of the City Charter with 
consideration of the Board’s responsibility and authority as established by 
Article 16, Section 17 of the California State Constitution.  Risk is further 
addressed in Section 6.0 – Risk Management Policy. 

 
D. The System’s investment program shall, at all times, comply with existing and 

future applicable city, state, and federal regulations. 
 
E. All transactions undertaken will be for the sole benefit of the System’s 

participants and beneficiaries and for the exclusive purpose of providing 
benefits to them and defraying reasonable administrative expenses 
associated with the System. 

 
F. The System has a long-term investment horizon and uses an asset 

allocation, which encompasses a strategic, long-run perspective of capital 
markets. It is recognized that a strategic long-term asset allocation plan 
implemented in a consistent and disciplined manner will be the major 
determinant of the System’s investment performance. 

 
G. Investment actions are expected to comply with “prudent person” standards 

as described in City Charter Section 1106(c): 
 

“…with the care, skill, prudence, and diligence under the 
circumstances then prevailing that a prudent person acting in a 
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like capacity and familiar with these matters would use in the 
conduct of an enterprise of a like character and with like aims.”1 

 

H. The investment objective of the total Fund, over a full market cycle (usually 5 - 
7 years), is to earn a return on investments matching or exceeding the required 
actuarial rate of return and investment performance above the median of a 
universe of public funds. 

 
 Active managers should provide value added net of fees. Active management 

returns should exceed the corresponding index net of fees by an amount 
commensurate with the risk incurred as well as the other standards set out in 
the Board’s Manager Selection and Retention Policy (Section 8.0).   

 
 Passive managers should produce index-like returns for index fees.   

 
DIVERSIFICATION REQUIREMENTS 
 
1.3 A maximum of 75% of the Fund’s assets may be invested in equity investments. 
 
 A minimum of 20% of the Fund’s assets shall be invested in fixed income assets. 
 
 A maximum of 20% of the Fund’s assets may be invested in real property or interests 

in real property. 
  
 No more than 3.5% of the Fund may be invested in the common stock of a single 

corporation or bonds of an entity not guaranteed by the United States Government.   
 
 No more than 5% of the outstanding shares of any corporation may be owned.   
 
 Initial funding allocated to an investment manager shall not exceed 20% of similar 

funds under management by the investment manager.   
 
 No investment management firm shall manage more than 20% of the total Fund assets 

except for passively managed index funds. 
 
  No more than 5% of the targeted real estate allocation may be invested in any one 

real property. 
 
 No more than 5% of the targeted real estate allocation may be invested in any one 

real estate investment pool.  
 
MANAGER ACCOUNT RESTRICTIONS 
 
1.4 Stock and bond managers shall have account specifications customized for the 

individual portfolio describing what is allowed and not allowed. These individual 
account specifications are created when a new manager is hired and modified when 
needed and take the form of a letter of agreement. 

                     
 
1 ERISA 404(a)(1)(B) 
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BOARD MEMBER AND STAFF REFERRAL RESTRICTIONS FOR POTENTIAL NEW 
INVESTMENTS 

1.5  Potential investments shall be referred to the specific Investment Consultant by Staff 
or the full Board solely in the interest of contributing to the deal flow seen by the 
consultant.  

A. A Board member initiates a referral by providing Staff with information about 
the proposed investment and how the investment was brought to the Board 
member’s attention.  

B. Staff shall provide this same information for prospective investments referred 
by Staff.  

C. Staff shall then place the referral information (who is referring it, the nature of 
the investment and how it came to their attention) on the next Board agenda 
as a consent item for referral by the full Board to the Investment Consultant.  

D. The Investment Consultant shall be advised that the decision as to whether a 
prospective investment referred either by Staff or the full Board would be a 
suitable investment for the Fund is to be evaluated solely upon the merits of 
the investment and its fit within the portfolio. No written analysis of the 
Investment Consultant’s evaluation shall be required unless specifically 
requested by the full Board at the time the referral is made. In each case the 
Investment Consultant’s evaluation of the potential investment, whether the 
evaluation is a formal written analysis or a verbal report, will be forwarded by 
Staff to the Board as a “Communications to the Board” item at the next Board 
meeting following the receipt of the evaluation. 

E. Staff will make additions or modifications to contracts to carry out the referral 
and disclosure policies. 

ASSET ALLOCATION PLAN 
 
1.6 An Asset Allocation Plan shall be adopted and implemented by the Board which 

provides adequate diversification and gives the expectation of the highest rate of return 
commensurate with an acceptable level of risk, or volatility. 

 
 Conformance with the asset allocation shall be reviewed quarterly. Funds shall be 

rebalanced among asset classes when they are outside their target ranges or when 
they exceed the allocation target. The Asset Allocation Plan shall be reviewed at least 
every five years.  The current Asset Allocation Plan is attached as Appendix 1 to this 
Investment Guidelines Policy. 

 
 The Asset Allocation Plan shall include, or be based on: 
 

A. An analysis of the actuarial liabilities of the System; 
 
B. A review of all viable asset classes; and, 
 
C. The expected rate of return, correlation, and standard deviation of all 

investment asset classes included. 



  Investment Guidelines Policy 
 

-5- 

REBALANCING POLICY 
 
1.7 As markets move over time, the actual asset mix of the System’s portfolio may 

diverge from the target allocations established by the Board through the asset 
allocation process. If fund assets are allowed to deviate too far from the target 
allocations there is a risk that the portfolio will fail to meet the management 
objectives set by the Board. On the other hand, the Board is aware that continual 
rebalancing of the portfolio to the asset allocation targets may result in significant 
transaction costs and that the Rebalancing Policy is not intended to be used for 
tactical asset allocation. Cognizant of these risks, the Board directs Staff to 
rebalance the System’s portfolio in accordance with the following guidelines and 
procedures:  

 
A. With respect to each major asset class and to the investment structure within 

each asset class for which the Board has set a target allocation, the Board, 
in consultation with its Staff and its investment consultant, will establish 
rebalancing range limitations. Generally, the Board will require tighter ranges 
for the asset class groups (e.g., total equity and total fixed income) than for 
the investment structure within each asset class. 

  
B. Staff will monitor the portfolio’s actual asset allocation relative to the target 

allocations. If the actual allocations fall within the defined ranges, no 
rebalancing will be required. If the actual allocations fall outside the 
predetermined range, Staff will implement a rebalancing back to the mid-
point between the end of the range that was exceeded and the target 
allocation. 

 
C. In rebalancing, Staff should prioritize implementation procedures as follows: 

 
1. Investing net contributions into asset classes that are below their range 

limitations; 
 

2. Drawing cash flows out of the portfolio (for benefit payments and 
expenses) from asset classes that are above their range limitations 
(using interest payments, rental revenues and dividends); and 
 

3. Selling overweighted assets and/or buying underweighted assets. 
 

D. Whenever rebalancing is required within an asset class that has multiple 
managers under a single mandate, any reallocation of assets should be done 
on an equal-weighted basis, or according to the management structure of the 
asset class.  However, if one or more of the managers is on watch list notice 
pursuant to the Manager Selection and Retention Policy, Staff may use their 
discretion to adjust the rebalancing weights. 

 
E. When circumstances arise in which it is impractical to rebalance, asset 

classes may be deliberately left outside of their ranges for a period of time. 
Such circumstances may include, but are not limited to, situations when it is 
known that there are potential asset shifts pending in the portfolio over the 
next 12 months, such as a hiring/termination of a manager(s), an asset 
allocation review of the entire portfolio, or a structural review of a given asset 
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class. Illiquid asset classes such as private equity and real estate may be 
underweight but unable to absorb the full amount of cash needed to bring the 
portfolio into the asset allocation range for longer periods of time. 
Conversely, a liquid asset class may remain overweight while holding the 
cash that the illiquid asset class cannot absorb immediately.  

 
F. Staff will report all rebalancing activities to the Board on a quarterly basis at a 

minimum. In circumstances where it is impractical to rebalance the portfolio 
for any market or portfolio-specific reason, Staff shall assess the rebalancing 
options, notify the Board of the out of balance situation, and report its 
recommendations to the Board. Staff shall seek approval from the Board to 
implement rebalancing according to Staff’s recommended rebalancing plan 
in situations that involve leaving the portfolio, or some portion of the portfolio 
out of balance for an extended period of time. 

 
EQUITIES 
 
1.8 The performance objective for the total domestic equity portfolio is to exceed the total 

return of the Russell 3000 Index. This and other objectives below are to be measured 
over a full market cycle. 

 
The Large Capitalization stock class benchmark is the S&P 500 Index. 
 
The Small Capitalization stock class benchmark is the Russell 2000 Index.    
   

 Small capitalization U.S. stock managers, other than fund of fund managers, may not 
buy any stock with a market capitalization exceeding $4.0 billion. 

 
 The performance objective for the total international equity portfolio is to exceed the 

total return of the Morgan Stanley Capital International All Country World Index ex U.S. 
(MSCI ACWI ex U.S.). This and other objectives below are to be measured over a full 
market cycle. 

  
The Developed International stock class benchmark is the Morgan Stanley 
Capital International All Country World Index ex U.S., including Canada. 
 
The Emerging International stock class benchmark is the Morgan Stanley 
Capital International Emerging Markets Free Index. 

  
PRIVATE EQUITY  
 
1.9 Private Equity investments may include, but are not limited to, Venture Capital, Buyouts 

and Special Situations.  The purpose of this asset class is to provide increased 
investment returns for the System.   

 
 A separate Private Equity Investments Policy (Section 2.0) includes: objectives of 

private equity investments; use of private equity managers; and the criteria for 
approving private equity investments.   
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FIXED INCOME 
 
1.10 The performance objective for the total fixed income portfolio is to exceed the total 

return of the Barclays US Universal Bond Index. This and other objectives below are to 
be measured over a full market cycle. 

 
The Domestic Core fixed income class benchmark is the Barclays U.S. 
Aggregate Index. 
 
The Opportunistic fixed income class benchmark is the Barclays U.S. 
Aggregate Index plus 0.50%. 
 
The Long Duration fixed income class benchmark is the Barclays U.S. 
Government/Credit Long Index. 
 
The High Yield fixed income class benchmark is the Bank of America Merrill 
Lynch US High Yield Master II Constrained Index. 
 
The Treasury Inflation Protected Securities (TIPS) fixed income class 
benchmark is the Barclays U.S. Government Inflation-Linked Bond Index. 
 
The Unconstrained fixed income class benchmark is the Bank of America 
Merrill Lynch USD LIBOR 3 Month Constant Maturity Index plus 3.00%. 
 

CASH (SHORT TERM FIXED INCOME) 
 
1.11 The primary concern in investing the cash portfolio is safety of principal. Liquidity 

comes second and yield comes last. Investments shall carry long term debt ratings of 
at least A and short term ratings no lower than A-1, P-1.   
 

REAL ESTATE 
 
1.12 Real Estate investments may include but are not limited to individually managed 

accounts, commingled real estate funds, and Real Estate Investment Trusts (REIT). 
The purpose of this asset class is to enhance the risk/return characteristics of the 
System’s investments.   

 
 A separate Real Estate Investments Policy (Section 3.0) includes: objectives of real 

property investments; maximum amounts or percentages that may be invested in 
individual properties or types of properties; requirements for diversification and 
criteria for selecting advisers and appraisers. 

SECURITIES LENDING 
 
1.13 Securities lending is the lending of equity and fixed income securities held in the 

Fund to qualified borrowers who provide collateral in exchange for temporary use of 
the securities. Incremental income is generated through fees or the investment of the 
collateral during the time of the loan.  

 
 Securities lending income is only a secondary consideration to the operation of a 
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securities portfolio. If it interferes with the portfolio management or the risks versus the 
return for a specific portfolio are uncertain, the securities will not be loaned out. All 
loaned securities must be collateralized and marked to market daily. Non-U.S. 
securities shall be collateralized at 105 percent of current market value. Domestic 
securities must be collateralized at 102 percent of current market value.   

 
PERFORMANCE MONITORING 
 
1.14 Investment performance shall be reviewed and evaluated quarterly with the assistance 

of an outside performance measurement firm. 
 
 A time-weighted method of performance measurement will be used for stock and bond 

accounts. An internal rate of return calculation will be used for appropriate asset 
classes such as private equity and some real estate accounts. 

 
 Comparisons will be made of: 
 

A. The total Fund against the target allocation return, other pension funds and the 
actuarial rate of return.   

B. The total equity, fixed income, real estate, private equity and commodities 
portfolios against the Russell 3000 Index, Barclays U.S. Universal Index, the 
Real Estate Custom Index, the Consumer Price Index plus 15%, the S&P 500 
Index plus 4%, and the Commodities Custom Index, respectively.  

C. Individual investment managers against their stated objectives and, if 
applicable, against managers of a like style. 

D. Risk-adjusted returns using standard industry adopted statistical measures not 
limited to Sharpe ratio, information ratio, and tracking error. 

 
 See Section 8.0 – Manager Selection and Retention for more detailed procedures for 

evaluating individual investment managers. 
 
TRADING 
 
1.15 All trading is to be done on a best execution basis.  
 
 Domestic stock trades will be done at 5 cents per share, or less. 
 
 Investment managers shall use a variety of, and subject to best execution, Los 

Angeles based brokers when feasible. 
 
 The Board encourages the use of minority, woman, or disabled veteran owned brokers 

by the Board’s managers for the Fund’s actively managed domestic and international 
exchange traded stock transactions subject to best execution. However, the Board 
does not encourage step out type transactions. 

 
 Board policy is to employ commission recapture and not soft dollars. 
 
PROXY VOTING 
 
1.16 Proxies shall be voted in accordance with guidelines adopted by the Board of Fire and 

Police Pension Commissioners.  
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 See Section 7.0 – Proxy Voting Policy for more detailed voting guidelines on specific 
proxy issues. 

 
HISTORY 
 
1.17 Adopted: Circa 1980  
  
 Amended: 
 02/11/1982 04/08/1993 04/20/2006 06/18/09 
 03/08/1984 05/20/1993 05/03/2007 08/20/09 
 04/27/1989 12/09/1993 05/17/2007 09/18/14 

05/11/1989  06/15/1995 08/02/2007 10/16/14 
04/19/1990 01/20/2000 02/21/2008  
08/01/1991 01/08/2004 03/20/2008 
11/21/1991  01/19/2006 05/01/2008 
12/17/1992 02/02/2006 09/18/2008 

 
REVIEW 
 
1.18  The Investment Guidelines Policy and its subsequent sub-policies shall be reviewed 

by the Board annually. (Amended 10/16/14) 
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APPENDIX 1 - ASSET ALLOCATION 2013 WITH SUB CLASSES 
 
 

Asset Class 
Target 

Allocation 
Lower 
Range 

Upper 
Range Range (%) 

Dom. Large Cap Equity 23.00% 20.24% 25.76% 12.00% 
Small Cap. Equity 6.00% 4.71% 7.29% 21.50% 
Int'l Dev't Equity  16.00% 13.60% 18.40% 15.00% 
Int'l Emerg. Mkts  5.00% 3.60% 6.40% 28.00% 
Core Bonds  14.00% 13.16% 14.84% 6.00% 
TIPS 5.00% 4.69% 5.31% 6.25% 
High Yield Bonds  3.00% 2.58% 3.42% 14.00% 
Unconstrained Fixed Income 2.00% 1.80% 2.20% 10.00% 
Real Estate 7.00% 6.02% 7.98% 14.00% 
REITS 3.00% 2.51% 3.50% 16.50% 
Commodities-Energy 5.00% 3.80% 6.20% 24.00% 
Private Equity 10.00% 7.50% 12.50% 25.00% 
Cash* 1.00% 1.00% 4.00% 300.00% 

TOTAL 100%       

      *Cash range adjusted for liquidity needs and frictional cash rather than standard deviation of  
asset class. 

      NOTES 
     Board approved on October 17, 2013. 

Ranges set by Staff and RVK, Inc. and approved by the Board on October 17, 2013. 
Equal allocations to Growth and Value in large and small cap stocks (8/2/07). 
Cash upper range to 4% per the 3/19/2009 Board meeting. 
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Los Angeles Fire & Police Pension System 
 

2.0 - PRIVATE EQUITY INVESTMENTS POLICY 
 
 

INTRODUCTION 
 

2.1 The Board has a ten-percent (10%) allocation to Private Equity. Private Equity 
Investments are understood to mean non-traditional, often private, usually illiquid 
investments, both domestic and international. They may include, but are not limited 
to the following: 

 
 Venture Capital – early, middle, late stage 
 Buyouts 
 Special Situations 

 
INVESTMENT OBJECTIVES 

 
2.2 This asset class offers high returns and diversification to the System’s overall 

investment program. Diversification results from the relatively low correlation 
between returns of this class and other System assets. Similar risk reduction through 
diversification, however, is achievable through investments in safer, more liquid 
securities, so that investments in Private Equity should be driven by good prospects 
for high returns. 

 
 For asset modeling purposes, Private Equity Investments as a class were projected 

to produce over a long period of time (ten years) four full percentage points per year 
more than public equities. Since risk is high for any individual investment within this 
class, it is anticipated that the projected return for each individual investment should 
be even higher, in order for the program overall to achieve the targeted return for this 
asset class. 

 
  Diversification within the Private Equity Investment class is a primary risk control 

strategy and also a means of exposing assets to a large universe of high potential 
return private businesses. Investments will include all stages of venture capital, 
buyouts, and such other special debt and equity vehicles as meet the return 
objectives. In addition, diversification across vintage years is important to attain 
proper diversification of the private equity portfolio. Consequently, the private equity 
program will attempt to make commitments to each subset of the private equity asset 
class, including all stages of venture capital, buyout and special situation, each year. 
Diversification within the class, however, shall never supersede the return objective 
as a basis for approving any particular investment. 

 
 Due to their diversification features, investment partnerships will be the primary 

investment structure. 
 
USE OF PRIVATE EQUITY MANAGERS 

 
2.3 Managers may be hired by the Board to assist in the management of the Private 

Equity Program. Depending upon the needs of the Board, Managers may be 
responsible for assessing deal flow, reviewing prospective investments, and 
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performing complete due diligence on potential investments. In addition, Managers 
may negotiate terms with the Funds, prepare contracts and subscription documents, 
monitor capital call and distribution requests, sit on Fund Advisory Boards, and 
perform such other tasks as the Manager’s expertise and the needs of the Board 
may warrant. Managers serve as fiduciaries to the Board, and may be hired in a 
discretionary or non-discretionary capacity. 

  
Managers may receive information about prospective investments from Board 
members or staff, and each Manager shall designate a contact person within the firm 
to receive and coordinate all such information.  The General Manager shall 
designate a staff person to coordinate such communications between the Managers 
and Board or staff members.  Prospective investments referred by a Board or staff 
member shall not influence the Manager’s evaluation of the prospective investment.  
Such referrals and information will be given solely in the interest of contributing to the 
deal flow seen by the Manager, and supplementing the information the Manager 
gathers. 
 
In managing the portfolio the manager will consider sustainability as an investment 
factor in the investment analysis.  

  
PRIVATE EQUITY APPROVAL PROCESS 

 
2.4 The Private Equity Manager will evaluate and perform the due diligence for funds to 

be considered for investment by the Board.  The Private Equity Manager will submit 
a fund description and evaluation to Staff for consideration.  
 
A. Discretionary 

 
To qualify for a discretionary investment LAFPP’s allocation to the fund must 
not be greater than $25 million and Staff must agree that it is a suitable 
investment for the Plan. (Appendix 1)  If the investment is more than $25 
million or if Staff opposes the investment, the Private Equity Manager can, at 
its discretion, choose to have the Board consider the investment at a 
regularly scheduled meeting.  
 
Discretionary Managers will provide the Board with a descriptive report of 
each investment made for the Board’s account.  

 
B. Non-Discretionary 

 
Non-Discretionary Managers will present to the Board for its approval each 
fund being proposed for investment. 

 
 Private Equity Specialized Manager selection criteria are found in Section 5.10. 
 
GUIDELINES 

 
2.5 The allocation to Private Equity Investments is 10 percent (10%). There shall be a 

1.5x over allocation factor assigned to take into consideration the average funding 
time and maturing of investments in this asset class versus the expected growth of 
the total fund.  
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 The following limits and ranges shall apply to the program: 
 

A. Maximum investment per partnership: $50 million. 
 

B. Allocation to Private Equity investment subsets: 20-40% Venture Capital, 20-
40% Buyout, and 20-40% Special Situations. Maximum allocation to any 
subset shall not exceed 50%. 

 
PROGRAM MONITORING EVALUATION 

 
2.6 Managers shall report in writing at least quarterly on the portfolio as a whole and on 

each individual investment for the portfolio, return and portfolio structure shall be 
emphasized. For each investment, the carrying value, income, description of activity, 
and evaluation of current status compared to original intent and objectives would be 
appropriate. At least once a year, Managers shall make a complete performance and 
portfolio report to the Board in person. In addition, Managers may be asked to 
provide/present other reports when and as requested by the Board. 

 
HISTORY 
 
2.7 Adopted: May 3, 2001; Revised: 06/05/03, 08/21/03, 03/02/06, 02/01/07, 11/05/09, 

07/21/11 and 09/18/14. 
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APPENDIX 1 - LAFPP PRIVATE EQUITY DISCRETION IN A BOX 
 

 
 Role of Board Role of Staff Role of Private Equity Manager 

Strategy/Policy • Approve asset class funding level. 
• Annually review, provide input, and 

adopt investment policies, 
procedures, guidelines, allocation 
targets, ranges, and other 
assumptions. 

• Develop policies, procedures, 
guidelines, allocation targets, 
ranges, assumptions for 
recommendation to the Board. 

• With Staff and the General Consultant, develop 
policies, procedures, guidelines, allocation 
targets, ranges, assumptions for 
recommendation to the Board. 

 

    
Investment 
Selection 

• Interview and approve investments 
in new management groups of 
amounts greater than $25 million 
prior to investment. 

• Interview and approve investments 
in follow-on partnerships of 
amounts greater than $25 million 
prior to investment. 

 

• In conjunction with the Private 
Equity Manager, invest up to $25 
million for new partnerships, and 
up to $25 million for follow-on 
funds without Board approval.  If 
Staff opposes, refer to Board for 
decision. 

• In conjunction with the Private 
Equity Manager, make 
recommendations to Board for 
approval for investments over 
$25 million in new partnerships, 
or over $25 million in follow-on 
funds. 

• Execute agreements. 

• Conduct extensive analysis and due diligence on 
investments. 

• Recommend for Board approval investments 
over $25 million for new managers, or over $25 
million in follow-on funds. 

• With Staff concurrence, approve investment of 
up to $25 million for new partnerships, and up to 
$25 million in follow-on funds. 

• Provide investment analysis report for each new 
investment. 

• Communicate with Staff regarding investment 
opportunities being considered for extensive 
analysis and due diligence. 

• Negotiate legal documents. 

    
Investment 
Monitoring 

• Review semi-annual, and other 
periodic monitoring reports. 

• Review quarterly, annual and 
other periodic monitoring reports 
prepared by the Private Equity 
Manager. 

• Periodically conduct meetings 
with Private Equity Manager. 

• Fund capital calls and 
distributions. 

• Review the Private Equity 
Manager’s recommendations on 
amendments.    

• Execute amendments to 
agreements. 

• Maintain regular contact with existing managers 
in the portfolio to ascertain significant events 
within the portfolio. 

• Recommend amendments to staff for approval. 
• Provide quarterly, annual, and other periodic 

monitoring reports. 
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Los Angeles Fire & Police Pension System 
 

3.0 - REAL ESTATE POLICY 
 
 

INTRODUCTION 
 

3.1 LAFPP has determined that, over the long-term, inclusion of real estate investments 
will enhance the overall diversification and risk/return characteristics of the System's 
portfolio investment.  

 
 This document establishes the specific objectives, policies and procedures involved 

in the implementation and oversight of the System’s real estate program. The 
objectives define the specific risk tolerance and return expectations for the program. 
The policies provide specifications for acceptable investment styles and 
management of the various risks associated with the asset class. The procedures 
provide guidelines for the implementation and oversight of said policies. 

 
INVESTMENT OBJECTIVES 

 
3.2 A. Asset Allocation 
 
  LAFPP has approved a long-term asset allocation target of ten percent (10%) 

for investment in real estate investments. The allowable variation range is plus 
or minus one and one tenth percent (1.1%) of the System’s total assets. 

 
 B. Return Objectives 
 

The Board has determined that the objective of the System’s real estate 
portfolio will be to enhance the diversification of the LAFPP Total Plan while 
achieving a long term risk-adjusted return that is consistent with the General 
Consultant’s expected return: 7.0% net for Core real estate, 10.0% net for Non-
Core and 7.0% net for REITs.  Active management, value creation strategies 
and the prudent use of third party debt are approved methods for generating 
the expected excess return above core real estate. The Board has approved 
the following benchmarks for the Real Estate Portfolio: 
 

Style Benchmarks 

Public Real 
Estate 

50% Dow Jones US Real Estate Securities Index (Gross) 
and 50% FTSE EPRA/NAREIT Developed Index (Gross) 

Private Real 
Estate NFI-ODCE + 50 bps (Net) 

LAFPP Total 
Portfolio LAFPP Benchmark, weighted 30% Public and 70% Private 

   
LAFPP will seek to meet or exceed the Total Portfolio return target on a net of 
fee basis over rolling five year time periods and may use shorter term 
measurements (typically most recent quarter and the trailing one-year, three-
year, and five-year periods) to gauge progress relative to that goal.  Other fund 
indices maintained by NCREIF will be used to provide additional perspective 
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on performance and / or to facilitate attribution analysis.  Shorter term 
performance and risk assessment will utilize a risk adjusted benchmark using 
return expectations by style in a customized, weighted benchmark to reflect the 
actual composition of the portfolio and the expected return of same. 

 
INVESTMENT POLICIES 

 
3.3 A. Portfolio Composition 
 

The System divides the range of available real estate investment strategies 
(‘styles’) into four primary categories: (1) Core, (2) Value Add, (3) Opportunistic 
and (4) Public Securities. The style groups are defined by their respective 
market risk/return characteristics: 
 
Core Characteristics 
 
 Operating and substantially leased properties; 
 Property types include office, apartment, retail, industrial, hotels and other 

(self-storage, senior and student housing); 
 Total return is primarily attributable to income; 
 Conservative leverage (0% - 40%, measured on a loan-to-value (LTV) 

basis). 
 
Value Add Characteristics 
 
 Properties requiring lease-up, rehabilitation, repositioning, expansion or 

those acquired through forward purchase commitments; 
 Property types include office, apartment, retail, industrial, hotels and other 

(self-storage, senior and student housing); 
 Total return is attributable to a balance between income and appreciation; 
 Moderate leverage is typically utilized (30% - 60%, measured on a LTV 

basis. 
 
Opportunistic Characteristics 
 
 Properties or real estate companies offering recapitalization, turnaround, 

development, market arbitrage opportunities; 
 No property types are excluded, and properties may include business 

operations (e.g. hotels, congregate care) as well as office, apartment, 
retail,  industrial; 

 Total return is primarily attributable to appreciation and generally 
recognized upon sale of the asset; 

 Moderate to high leverage is typically utilized (50% - 80%, measured on a 
LTV basis). 

 
Public Securities Characteristics 
 
 Shares of publicly traded securities offered by companies operating real 

estate assets as a primary source of corporate revenue. 
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 Target Allocation Tactical Range 
Public Real Estate 30% 25% - 35% 
Private Real Estate 70% 65% - 100% 

 
LAFPP Private Real Estate Portfolio 

 Target Allocation Tactical Range 
Core 60% 50% to 70% 
Non-Core 40% 30% to 50% 

Value Added 20% 0% to 50% 
Opportunistic 20% 0% to 50% 

 
B. Risk Management 

  
The primary risks associated with equity real estate investments are 
investment manager risk, property market risk, asset and portfolio 
management risk, loss of principal and liquidity risks. The System will mitigate 
risk in a prudent manner. The following policies have been established to 
manage the risks involved in investing in real estate equity. 
 
1) Investment Structures 
 

The System recognizes that, regardless of investment structure, real 
estate is an illiquid asset class. Structures that maximize investor control 
are preferred, particularly in Core investments (Individually Managed 
Accounts and Open-End Commingled Funds).  The System also 
recognizes that the Value Add and Opportunistic styles require the 
assumption of additional risks including diminished investor control.   
 
The Core investment style is considered to be less risky (thereby 
providing lower returns) than Value Add and Opportunistic investments.  
The lower risk assigned to Core investments is due to three primary 
characteristics: (1) the level and predictability of the income generated, 
(2) the higher proportion of the total return attributable to income and (3) 
the limited use of debt usually associated with these styles.  
 
The Value Add and Opportunistic investment styles seek to provide 
higher returns with higher risk than the Core component of the portfolio. 
Value Add investments are those capable of exhibiting Core 
characteristics but need an additional level of active management in 
order to regain or realize their Core position.  Opportunistic investments 
seek to capitalize on market inefficiencies and opportunities (e.g. capital 
voids, market recovery, development, distressed sellers, financial 
engineering) and debt to provide excess returns.  Because of the degree 
of reliance on active management necessary to capitalize on such 
market inefficiencies, investments will be accessed through structures 
that allow a high degree of manager discretion. 
 
 The System will utilize the following investment structures: 
 

a) Individually Managed Accounts (“IMA”) 
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For the Core component, the System may purchase assets 
on a wholly owned basis through Individually Managed 
Account structures. The System may consider joint venture or 
co-investment ownership, as an equal or greater partner, 
within IMA structures.   
 

b) Commingled Funds 

For Core and Value Add strategies, the System will also 
consider Open-End Commingled Funds (OECFs). OECFs 
are an infinite life pool of assets diversified by geography and 
property type.  OECFs are complementary to smaller IMAs as 
they provide access to larger, Core, “trophy” properties that a 
smaller IMA would not be able to purchase.  There are also 
OECFs that target various levels of value add risk and 
provide similar diversification and risk/return benefits.  
 
For Value Add and Opportunistic strategies, the System will 
purchase assets through the ownership of units or shares of 
Closed-End Commingled Funds.  Closed-End Commingled 
Funds differ from OECFs in that they are finite life vehicles.  
Any legally permissible vehicle will be allowed including, but 
not limited to, joint ventures, limited partnerships, real estate 
investment trusts (private) and limited liability corporations.      
 

2) Defined Roles for Participants 
 

The real estate program shall be planned, implemented, and monitored 
through the coordinated efforts of the Board, Staff, Real Estate 
Consultant (“Consultant”) and Investment Managers (“Manager” or 
“Managers”). The major responsibilities of each participant are outlined in 
Appendix 1. 

     
3) Diversification 
 

The System will seek to diversify its Real Estate Portfolio by manager; 
property type; property location; investment style; and, within the 
Opportunistic Portfolio, by investment strategy. Investment property types 
must be consistent with the groups as follows: 
 
 Core includes office, retail, apartments, industrial, hotel and limited 

non-traditional property types (including self-storage, senior and 
student housing). 

 
 Value Add and Opportunistic have no restrictions on property type.  
 
It is expected that at various points in time, the portfolio may be more 
heavily exposed to a single property type or location by virtue of 
opportunities available in the market. Exposure to any single property 
type (i.e. office, retail, apartment, industrial or other) or geographic region 
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in excess of forty percent (40%) of the total Real Estate Portfolio must be 
reviewed as an exception by the Board. 
 
International investments will be limited to no more than thirty percent 
(30%) of the total targeted Private Real Estate Portfolio and may include 
private and public investments in the Core and Non-Core style groups. 

 
Individually Managed Accounts 
 
The System’s IMA management agreements, individually or as a group, 
will provide for diversification by property type, economic sector and 
location in order to minimize any such concentration which might, in turn, 
impact the stability of rental income over market cycles.  
 
Commingled Funds 
 
Diversification by Strategy and Manager will be used to minimize sponsor 
or strategy concentration, which might, in turn, impact the performance of 
the Value Add and Opportunistic allocation and/or the total portfolio. The 
Commingled Funds will provide reporting which will allow the System to 
monitor its geographic and property type diversification. 
 

4) Leverage 
 

The use of leverage is a prudent tool for enhancing returns and 
diversifying equity investments. As such, the System has approved 
leverage limits in order to maximize returns to the total portfolio. The 
availability and cost of leverage will be factors considered in determining 
its use.  At no time shall the origination of leverage exceed the 
established limits on a loan-to-value basis.  In the event that a leverage 
constraint is breached due to a contraction in market values, the 
System’s Staff and Consultant will notify the Board and make a 
recommendation for action or exception. 
   
a. Core 
 

For the Core Portfolio, the Retirement System has established a forty 
percent (40%) leverage limit. For any single Core asset, third-party 
debt will be limited to fifty percent (50%) of the market value of the 
asset, must provide sufficient net operating income (“NOI”) for one 
hundred percent debt-service coverage and must be non-recourse. 
Property specific debt will be monitored through the Manager 
Investment Plans and Preliminary Investment Packages. In all cases, 
leverage shall provide a return premium over the unleveraged IRR 
equal to three basis points (3 bps) of return for each one percent 
(1%) of leverage. 
 

b. Non-Core 
 

The System has determined that leverage on these Non-Core 
investments should be determined based on strategy and 
opportunity. Such investments will be made through Commingled 
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Funds and will therefore have a specified leverage target or 
maximum stated in the offering documents. Debt levels and 
structures will be evaluated when reviewing a specific offering. 
 

c. Total Portfolio 
 

The System will also monitor leverage at the Total Portfolio level. In 
the event that the Total Portfolio leverage exceeds 60%, on a loan-to-
value basis, both Staff and Consultant will evaluate going forward 
investment opportunities so as to reduce Portfolio leverage. This will 
act as a ‘governor’ and not a constraint at the Total Portfolio level.   
 

5) Investment Size 
 

There is a $60 million maximum investment size for Core investments 
and a $50 million maximum investment size for Non-Core investments. 
Moreover, at no time shall the net investment value of a single property 
within an IMA account exceed five percent (5%) or a Commingled Fund 
exceed ten percent (10%) of the net investment value of the total 
targeted real estate portfolio.  In addition, the capital allocated to any 
single Commingled Fund shall not exceed a pro rata position of twenty 
percent (20%) of the total equity raised by the final close of the 
investment vehicle. 
 

6) Valuations 
 

All investments in an IMA vehicle will be independently valued not less 
than every three years by a qualified expert (certified MAI), performed on 
a rotational basis within the Total IMA Portfolio.  Exceptions will be 
granted by Staff during times when a property or market specific event 
may have a considerable impact on property value. During interim 
periods, valuations will be performed by the Investment Manager 
responsible for management of each investment. Such interim valuations 
may be used for performance measurement purposes. 
 
Investments held in Commingled Funds will be valued using the valuation 
methodology approved with the selection of the particular investment. 

 
C. Discretionary Authority 
 

The Policies and Procedures described herein are structured to control 
investment risk as well as to enhance the System’s ability to execute 
transactions. 

 
1) Individually Managed Accounts 
 

The IMA Manager selection process, more fully described in Section 
3.4.A.1 of this document, is structured to ensure prudent Manager 
selection in order to allow Manager(s) to assume an appropriate level of 
discretion, balanced by controls established and monitored by the Board, 



Real Estate Policy                                                                               
                                  

 

-21- 

Staff and Consultant. Preference will be given to those IMA vehicles 
allowing greater investor control. 

2) Commingled Funds 
 
  CFs are structured to give the highest level of discretion to the Manager. 

The limited investor control of management decisions inherent in CF 
investments is appropriate given the flexibility required to achieve higher 
expected returns. Nonetheless, preference will be given to those CF 
vehicles extending greater investor control. Investments made in CFs are 
monitored for compliance with vehicle documents through quarterly 
performance measurement procedures. 

 
3) Retention Policies 
 

IMA real estate investment advisors operate under three-year contracts 
with the Board. Real estate advisors are evaluated on a three-year cycle 
in tandem with the contract cycle. Advisors that have not met or 
exceeded the NCREIF Property Index by the premiums associated with 
the style of investment (see Section 3.3A of this document) in any year 
will be placed on watch. Advisors performance is then reviewed each 
year for the next two years. If the advisor’s performance from the 
beginning of the watch period through the succeeding two years is less 
than the expected return, the advisor’s contract will be terminated and 
the advisor will be replaced.  

 
Notwithstanding the above, the Board maintains the right to terminate a 
manager at any time they deem such action to be in the best interest of 
the System. 

 
INVESTMENT PROCEDURES 

 
3.4 The Annual Investment Plan identifies the investment needs of the portfolio and 

establishes the parameters for the selection of appropriate investments. The 
particular needs for each Annual Investment Plan will be established in light of the 
structure, objectives and performance of the existing portfolio as well as current 
market opportunities. All Annual Investment Plans will be consistent with the policies 
detailed in Section 3.3A-C. 

 
 A. Individually Managed Accounts 
 
 The following procedures will be utilized for selection of IMA Managers, as well 

as for investment and the subsequent control and monitoring of IMA 
allocations. 

 
1) Manager Selection Process 

 
a. Board, assisted by Consultant, shall establish qualification criteria 

consistent with the purpose of the search. 
 

b. Consultant shall screen its database to identify Manager candidates 
exhibiting qualities consistent with the qualification criteria. Board 
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may identify additional candidates. 
 

c. Board, assisted by Consultant, shall establish evaluation areas, 
desired levels of competency and respective weightings for 
evaluation factors. 

 
d. A Request for Information (RFI) shall be forwarded to qualified 

Manager candidates identified by Consultant and Board. 
 

e. Staff and Consultant shall review and evaluate RFI responses, 
identify material issues related to each candidate, including proposed 
fee structures, and compile numerical rankings for each respondent 
for each objective evaluation factor. 

 
f. Staff and Consultant, shall prepare a report to the Board that reviews 

the findings of interviews/on-sites.  
 

g. Staff, with the assistance of Consultant, shall coordinate final 
presentations which will be held at a noticed meeting. 

 
h. The Board shall select a Manager based on review and evaluation of 

information presented in the steps listed above. 
 

i. Staff and Consultant will negotiate and close manager agreements, 
including final fee structures. 

 
2) Investment 
 

a. Manager Investment Plan 
  
 Each IMA Manager shall prepare a Manager Investment Plan, which 

sets forth the investment criteria for said Manager’s allocation 
including the reinvestment of proceeds from sales or refinancings. 
The investment criteria shall be consistent with the Strategic Plan 
and Implementation Plan as prepared by the Consultant and Staff 
and approved by the Board. Plans will also set forth the IMA 
Manager’s evaluation of current market opportunities and include a 
summary of the Annual Disposition Review (see Section 3.4.A.3c of 
this document) of each asset in the context of the market evaluation. 

 
b. Review and Approval Process 
 
 The Board will review and approve all purchases, sales or exchanges 

of real property. The IMA manager will notify Staff and Consultant of 
a property proposed for acquisition by the System. The formal 
approval process is attached as Appendix 2 to this document. 

 
c. Funding Procedures 
  
 The Manager shall provide the Staff and Consultant with a critical 

dates list with respect to an acquisition, including document 
execution and funding and closing dates, updating the list as 



Real Estate Policy                                                                               
                                  

 

-23- 

necessary. 
 

3) Control and Monitoring  
 

a. Budget and Management Plan 
 

Within 45 days after the end of the calendar year each IMA Manager 
shall submit a Budget and Management Plan for the upcoming year 
for each direct investment and the aggregate IMA portfolio. The 
Budget and Management Plan must include a narrative strategy and 
an estimated income and cash flow statement for the ensuing year. 
The statement will include gross revenues, expenses, percentage 
rent, additional interest, property management fees, net operating 
income, tenant improvements, leasing commissions, capital 
expenditures, cash flow before and after debt service and asset 
management, incentive and other fees along with quarterly or 
monthly distribution projections. 

 
Staff and Consultant will meet with the Manager personnel directly 
responsible for portfolio and asset management for a review and 
evaluation of the reasonableness of the submitted Budget and 
Management Plan. 
 
During the ensuing year, the Manager shall notify the Retirement 
System in writing within a reasonable time of the occurrence of any 
significant event relating to an investment, which was not projected in 
the submitted Budget and Management Plan. 
 

b. Annual Disposition Review  
  
IMA Managers shall provide an annual disposition analysis of each 
asset under management. The disposition analysis shall include 
hold/sell scenarios over long and short-term periods and incorporate 
an opportunity cost analysis. The analysis will also provide an 
evaluation of the asset in light of original investment objectives, the 
asset’s compliance with the current Strategic Plan, Investment Plan 
and Manager Investment Plan and the reasonableness of the current 
valuation given market conditions for divestment. 
 
The Annual Disposition Review shall be included in the Budget and 
Management Plan and the Manager Investment Plan. 

 
B. Commingled Funds 

 
The following procedures will be utilized in the selection, closing and 
monitoring of specific CF investments. 

 
1) CF Selection Process 

 
a. Consultant reviews current offerings and Board requests using 

criteria established in the approved Strategic and Annual Investment 
Plans.  
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b. Consultant and Staff concur on recommendations to go to the Board. 
c. Consultant and Staff present recommendations to the Board for 

approval. 
 

2) CF Screening Standards 
 

a. CF vehicles will be used to provide either 1) unique or opportunistic 
strategies which are not readily available through separate accounts, 
or 2) exposure to property categories not adequately represented in 
the portfolio. 

 
b. Funds with competitive terms/structure on overall basis including 

fees, expenses, governance provisions, lockup periods, 
reasonableness of fund-raising goals in relation to existing assets 
and capacity. 

 
c. Funds/managers with favorable track records evaluated in context of 

property type(s) invested in and risks taken (leverage, leasing, 
development, redevelopment, etc.). No investment in a first-time 
Fund unless the fund sponsor has experience investing institutional 
capital as a fiduciary and can show full cycle returns (e.g. buy, hold 
and sell) using the same strategy.   

 
d. Funds with favorable management factors, including experience of 

personnel, length of time key players have worked together, 
incentive-oriented compensation structure for decision-makers, etc. 

 
e. Funds with manager interests aligned with investors -- either by co-

investment or performance-oriented fees or both. 
 

3) CF Control and Monitoring 
 

CF investments will be monitored quarterly by Staff, with Consultant’s 
assistance, to evaluate investment performance and to ensure 
compliance with vehicle documents. 
 

C. Performance Measurement Report 
 

On a quarterly basis, the Consultant will prepare a comprehensive reporting 
and evaluation system addressing each investment and/or asset, IMA, and 
Manager. The evaluation system shall provide such information as may be 
required by the Retirement System to understand and administer its 
investments and Managers. 
 
The content of the report shall include attributes for the assets individually 
(under IMAs), the investment managers and the total portfolio including: 
income, appreciation, gross and net returns, cash-flow, internal rate of return, 
diversification, comparisons to relevant industry performance indices and 
information reporting standards, and Strategic Plan and Investment Plan 
compliance. Each investment will be reviewed for significant events and 
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projected performance and an opinion provided with respect to Manager 
performance. Budget and Management Plan variances, as reported by IMA 
Managers, will also be provided. 
 
The Consultant shall prepare and forward to the Retirement System a 
Performance Measurement Report within ninety (90) days following the last 
day of each quarter given receipt of full and complete manager reporting. 

 
HISTORY 
 
4.5 Adopted: November 17, 2005; Revised: 07/20/06, 09/07/06, 01/18/07, 02/01/07,  

05/03/07, 04/17/08, 07/10/08, 06/18/09, 08/20/09 and 09/18/14. 
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APPENDIX 1 - DEFINED ROLES FOR PARTICIPANTS 
 
 

Duties of the LAFPP Board 
 
• Establishes the role of the real estate investment program in light of the total portfolio 

objectives. 
• Approves the allocation to real estate and approves any adjustments to the 

allocation which may from time to time be necessary. 
• Approves the Strategic Plan (Objectives, Policies and Procedures) and the 

Investment Plan for the real estate program.   
• Reviews the real estate portfolio on a semi-annual basis to evaluate the investment 

performance and to ensure compliance with policy guidelines and approved 
Investment Plans.  

• Reviews and approves Requests for Information as developed by Staff and 
Consultant to be used in Individually Managed Account (“IMA”) manager selection. 

• Reviews recommendations for selection of Managers, Investment Partners or 
Ventures, and Commingled Fund Sponsors and approves firms for selection. 

• Reviews recommendations for removal of Managers and takes appropriate action.  
• Reviews Staff and Consultant recommendations on asset purchase and sales and 

takes appropriate action. 
• Reviews Staff and Consultant summary of and recommendations with regard to 

Manager Investment Plans and Budget and Management Plans. 
 
Duties of the LAFPP Staff 
 
• Reports to the Board on matters of policy.  
• Oversees Consultant’s preparation of the Strategic Plan and Investment Plan.  
• Participates with the Consultant in the Annual Real Estate Portfolio Review, including 

Budget and Management Plans and presents summary findings to the Board. 
• Brings any non-conforming items or significant issues to the attention of the Board 
• Documents and monitors funding procedures. 
• Completes any other activity as directed by the Board. 
 
Individually Managed Account (“IMA”) Duties: 
 
• Conducts searches for professional services and investment managers and, with the 

assistance of the Consultant, recommends finalists to the Board for approval. 
• Oversees preparation of annual Manager Investment Plans.  Presents and 

recommends Manager Investment Plans to the Board for review. 
• Reviews the Budget and Management Plans prepared by IMA Managers and 

presents summary findings to the Board.  
• Reviews Preliminary Investment Packages and compliance analysis prepared by 

IMA Managers and submits the results to the Board.  
• Reviews fees for compliance and insures that Incentive Fees are processed 

appropriately. 
• Performs other duties required to execute the IMA Investment Procedures. 
• Monitors the closing process, and with legal counsel, reviews and executes any 

required documentation for acquisitions, refinancings and other capital transactions 
between IMA Managers and the Retirement System. 
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Commingled Fund (“CF”) Duties  
 
• With the assistance of the Consultant, conducts screening, review, and selection for 

recommendation of CF offerings.  
• Oversees the commitment process, and with legal counsel, reviews and executes 

any required documentation. 
 
Duties of the Consultant  
 
• Reports directly to the Board, and Staff on matters of policy.  
• Brings any non-conforming items or significant issues to the attention of the Staff 

and/or Board. 
• Monitors the performance of the real estate portfolio and compliance with approved 

policy.  
• Prepares the Strategic Plan and Real Estate Investment Plan and, in conjunction 

with Staff, presents the Plans to the Board for review. 
• Prepares a quarterly Performance Measurement Report (PMR) to evaluate 

investment performance and to ensure compliance with policy guidelines and 
approved Investment Plans.  Presents reports semi-annually. 

• Assists Staff in the Annual Real Estate Portfolio Review. 
• Provides Staff and/or Board with topical research and education on investment 

subjects that are relevant to LAFPP. 
 
Individually Managed Account (“IMA”) Duties 
 
• Assists Staff in conducting searches for investment managers and preparing 

recommendations for the Board. 
• Oversees Manager preparation of annual Manager Investment Plans, and, in 

conjunction with Staff, presents Plan summaries to the Board. 
• Reviews the Budget and Management Plans prepared by IMA Managers and, in 

conjunction with Staff, present summary findings to the Board.  
• Reviews proposed acquisitions for pricing comparability with independent appraisal 

and provides final recommendation for approval/disapproval of each acquisition. 
• Performs other duties required to execute the IMA Investment Procedures.  
 
Commingled Fund Duties 
 
• Conducts, or assists Staff in conducting analysis of Commingled Fund offerings in 

accordance with the Commingled Fund selection process.  
• Provides written analysis of Commingled Funds as requested by Staff. 
 
Duties of the Manager  
 
• Provides performance measurement data in form and substance as requested by 

the System. 
 
Individually Managed Account Managers: 
 
• Acquires, manages and disposes of assets on behalf of the System. 
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• Adheres to the most recent version of the Real Estate Information Standards 
established jointly by the National Council of Real Estate Investment Fiduciaries 
(“NCREIF”), the Pension Real Estate Association (“PREA”) and the National 
Association of Real Estate Investment Managers (“NAREIM”) (“Information 
Standards”). 

• Prepares Manager Investment Plans to be submitted to the Staff and Consultant. 
• Prepares Preliminary Investment Packages to be submitted to the Staff and 

Consultant. 
• Adheres to the Board approved acquisition procedures detailed in Exhibit A. 
• Prepares Budget and Management Plans to be submitted to the Staff and 

Consultant. 
• Meets with Staff and Consultant for the Annual Real Estate Portfolio Review. 
• Provides Consultant, when requested, Annual Review information. 
• Assists the Staff in preparing funding procedures. 
 
Commingled Fund Managers: 
 
• Adheres to reporting standards established by the CFA Institute and complies with 

generally accepted accounting principles (“GAAP”). 
• Executes and performs its duties under the terms of the investment vehicle 

documents. 
• Provides timely requests for capital contributions. 
• Provides quarterly financial statements and annual audited reports. 
• Conducts no less frequently than annually meetings with Staff and Consultant to 

discuss important developments regarding portfolio, investment and management 
issues. 

 
Duties of Legal Counsel  

• Legal counsel for the System as a representative of the Plan, will review upon 
request, all real estate related documents and/or provide advice for special 
investment situations as needed. 
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APPENDIX 2 - LAFPP APPROVAL PROCESS 
(Separate Accounts Only) 

 
 

Step 1 
 
A preliminary Investment Recommendation from the investment advisor will be presented to 
the full Board, for review and approval, including a full description of property and market 
details, the investment advisor’s best estimates of all numbers, a detailed description of all 
known environmental issues (if any), a detailed due diligence budget and a detailed 
summary of the pros/cons of the transaction. 
 
Step 2 
 
The Board will review and approve or disapprove the transaction. Any approval of the 
transaction by the Board will be required to include the affirmative vote of at least one of the 
active Fire and Police representatives and will be subject to investment advisor’s satisfaction 
of the following requirements (the “Closing Requirements”): 
 
 A letter from the investment advisor to the CIO certifying that it has found nothing 

in the due diligence process which materially and adversely impacts its 
investment recommendation. If the investment advisor’s due diligence discovers 
any new matters that would have a material and adverse effect on the property or 
the fund, then such new matters will be subject to review and approval by the 
Board. 

 
 The letter shall include a copy of all third party reports. 

 
 The letter shall include a representation by the investment advisor that there are 

no adverse environmental matters that were not previously disclosed to the 
Board, other than those described in the initial report that was presented to the 
Board for review and approval. If there are any new environmental matters that 
would have an adverse effect on the property or the fund, then such new matters 
will be subject to review and approval by the Board. 

 
 The letter shall also include a representation by the investment advisor that to the 

investment advisor’s best knowledge, the projected IRR of the property will equal 
or exceed 50 BP less than the projected IRR that was previously approved by the 
Board. If the projected IRR will not equal or exceed 50 BP less than the projected 
IRR that was previously approved by the Board, then such new projected IRR will 
be subject to review and approval by the Board. 

 
 A letter from the Fund’s real estate consultant to the CIO certifying that the 

appraised value of the property is not less than 95% of the final purchase price. If 
the appraisal does not equal or exceed 95% of the final purchase price, then the 
transaction will be subject to review and approval by the Board. 

 
 A letter from the Fund’s real estate consultant to the CIO with a positive written 

recommendation to proceed with the transaction. If the Fund’s real estate 
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consultant does not recommend the transaction, then the transaction will be 
subject to review and approval by the Board. 
 

 A letter from the CIO to the investment adviser (copy to the Board) stating that the 
requirements in Step 2 have been satisfied. If the CIO does not state in writing 
that the requirements in Step 2 have been satisfied, then the transaction will be 
subject to review and approval by the Board. 

 
Step 3 
 
If the Closing Requirements in Step 2 above are satisfied (and remain satisfied through the 
closing of the transaction), then the investment advisor can close the purchase without 
returning to the Board for a second approval. 
 
If any of the Closing Requirements in Step 2 are not satisfied (or if any such Closing 
Requirements fail to remain satisfied through the closing of the transaction), then the 
investment advisor will be required to return to the Board for approval of a closing with 
respect to any unsatisfied Closing Requirement. 
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Los Angeles Fire & Police Pension System 
 

4.0 - COMMODITIES – ENERGY POLICY 
 
 
INTRODUCTION 

 
4.1 The Board has a five-percent (5%) allocation to Commodities-Energy with an 

allowable range of +24%.  Commodities-Energy Investments are understood to 
mean investing in fungible basic goods or resources used as an input in the 
production of other goods and services.  They may include, but are not limited to the 
following: 
 

 Energy 
 Agriculture 
 Metals 
 Timber 
 Water 

 
INVESTMENT OBJECTIVES 
 
4.2 The asset class offers diversification to the System’s overall investment program 

through historically low correlation with stocks and bonds.  In addition, Commodities-
Energy has shown to act as inflation protection when supply and demand is strongly 
influenced by global growth patterns and consumption.  The asset class has two 
components: public and private.  The role of public commodities is to provide 
liquidity.  The role of private commodities is to provide diversification and high 
returns.  The System invests in both public commodities and private commodities to 
achieve an attractive return and to mitigate risk through diversification. 
 
The System utilizes passive and active managers in public commodities 
investments, and active managers in private commodities investments.  The 
benchmark for the passive public commodities investments is a Commodities 
Custom Index comprised of the S&P Global Natural Resources Index, the S&P 
Global Water Index, the S&P Master Limited Partnership Index, and the S&P Global 
Timber & Forestry Index, calculated proportionately to the weighted structure 
approved by the Board (Appendix 1).  The benchmark for the active public 
commodities investments are the S&P Global Natural Resources Index and the 
Bloomberg Commodities Index, formerly Dow Jones-UBS Commodity Index.  The 
benchmark for the private commodities investments are CPI plus 15% and the S&P 
500 plus 4%.   
 

COMMODITIES-ENERGY INVESTMENTS 
 
4.3 The System has approved investing in a range of commodities-energy strategies. 

These include: 1) Public Equity, 2) Futures and Derivatives, and 3) Private Equity. 
 
A. Public Equity strategy includes but is not limited to the purchase of stocks, 

Master Limited Partnerships (MLPs), Exchange Traded Funds (ETFs), and 
convertible and corporate bonds of commodity related public companies.  The 
intent of employing this strategy is to gain relatively low-cost, liquid, secure and 
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transparent exposure to commodities-energy.  The System shall use separately 
managed accounts to implement the Public Equity strategy. 
 

B. Futures and Derivatives strategy includes the purchase and sale of contracts 
such as futures, options and swaps that are linked to individual commodities or 
commodity indices.  These instruments include built-in leverage if they are not 
fully collateralized, and thus expose the System to the risk of large swings in 
gains and losses.  As such, the notional amount of all derivative contracts on an 
aggregate basis in each managed account shall not exceed 100 percent of its 
account value.  This would ensure that any liabilities or losses would not exceed 
the total asset value of a managed account.     

 
C. Private Equity strategy includes entering into Limited Partnerships in commingled 

funds that focus on private firms involved in commodities-energy investments.  
See Section 2.0 – Private Equity Investments Policy for more detailed 
information. 

 
 The System utilizes all three strategies to create a diversified commodities-energy 

portfolio that will manage the risks involved in investing in commodities-energy.  
 
PROGRAM MONITORING AND EVALUATION 
 
4.4 The System’s General Consultant and Private Equity Manager(s) shall report in 

writing at least quarterly on the portfolio as a whole and on each individual 
investments for the portfolio, return and portfolio structure.  A time-weighted method 
of performance measurement will be used for the Public Equity and Futures and 
Derivatives strategies.  An internal rate of return calculation will be used for the 
Private Equity strategy. 

 
HISTORY 
 
4.5 Adopted: September 18, 2014.  
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APPENDIX 1 - COMMODITIES-ENERGY ALLOCATION STRUCTURE 
 
 
The Board approved the structure of the Commodities-Energy allocation on June 6, 2013 
 

STRATEGY Allocation 

Public Equity 
• Passive (2/3) 
• Active (1/3) 

60% 

Futures and Derivatives  20% 
Private Equity 20% 

 
 
The Board also approved the proportionate weight of the indices used in the Passive 
Public Equity Strategy. 
 

PASSIVE PUBLIC EQUITY STRATEGY Indices Allocation 

S&P Global Natural Resource Index 60% 
S&P Global Water Index  20% 
S&P MLP Index 15% 
S&P Global Timber and Forestry Index 5% 
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Los Angeles Fire & Police Pension System 
 

5.0 - EMERGING MANAGERS POLICY 
 
 

POLICY STATEMENT 
 

5.1 It is the policy of the City of Los Angeles to utilize Minority and Women-Owned 
Business Enterprises and all other business enterprises in all aspects of contracting 
relating to procurement, construction and personal services (Executive Directives 1-
B and 1-C). In addition, it has been the experience of the Board of Fire and Police 
Pension Commissioners that certain minimum requirements of size and experience 
as a firm have excluded investment managers whose past performance and style of 
management made them otherwise qualified to manage this Pension System’s 
assets. 

 
 To further the City’s policy, and to provide the Board with opportunities to contract 

with managers excluded from past searches, it shall be the policy of the Board of 
Fire and Police Pension Commissioners that emerging investment managers be 
provided equal opportunities to participate in investment manager contracts awarded 
by the Board of Fire and Police Pension Commissioners. This allows the Board to 
identify potentially talented investment management organizations in their early 
growth stage, and also recognizes that smaller firms may be more flexible and able 
to take advantage of opportunities to generate alpha because of their size.  The 
provision of these opportunities is to be consistent with the fiduciary responsibilities 
of the Board.  Staff will conduct outreach to identify sponsors of funds that are owned 
at the General Partner level by one or more minorities and/or women.  

 (Amended 04/18/13) 
 
PUBLIC EQUITIES AND FIXED INCOME  
CRITERIA FOR PUBLIC SECURITIES EMERGING MANAGER SEARCHES 

 
5.2 For all public security assets, emerging managers are defined as independent 

investment management firms that manage less than $2 billion in firm-wide assets 
for any emerging manager retained directly by LAFPP.  The LAFPP Board shall 
review the definition of emerging manager for each Emerging Manager search that is 
conducted. 

 
Prior to a search in any part of its public equity or fixed income portfolio, the Board 
will determine whether it will conduct an emerging manager search in that same 
asset category. For each case, the Board shall determine whether it will implement 
the emerging manager search through manager of emerging managers funds, or 
directly. 

 
 Any search for an emerging manager will be conducted separately from other 

searches, including a search for a money manager of the same style to run assets of 
such an amount as to preclude emerging managers from participating in the search. 

 
 As a guide for any direct emerging manager searches by LAFPP, Staff and/or the 

General Investment Consultant is directed to use the minimum following 
qualifications in the preliminary screening. (Amended 04/18/13) 
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QUALIFICATIONS 

 
5.3 A. One year of operation as an investment management firm as of the date of 

the search. 
 
B. The portfolio manager(s) assigned to the Pensions account must each have 

a minimum of five years of experience in investment management. 
 
C. As of the date of the search, the firm must have a minimum of $30 million in 

institutional assets under management of which $10 million must be in the 
proposed investment style. 

 
D. The firm must have at least one tax-exempt account under management. 

 
 The above qualifications and criteria shall remain in place until such time as they are 

revised by the Board. The Board may revise any of the above minimum qualification 
for any specific search if it is deemed appropriate for that specific search. 

 
MONITORING AND CHANGE OF STATUS 
 
5.4 Emerging Managers and Managers of Emerging Managers shall be subject to the 

standard Monitoring and Watch Status procedures of LAFPP. Staff will report to the 
Board annually regarding any change of status of emerging managers in the 
Program. 

 
When an emerging manager is retained directly by LAFPP, Staff shall automatically 
notify the Board when that emerging manager’s assets under management grow 
larger than the LAFPP Policy-defined maximum assets under management of $2 
billion. 
 
When an emerging manager is retained by LAFPP through manager of emerging 
managers, the manager shall automatically notify the LAFPP Board when an 
emerging manager exits the portfolio due to growth in the emerging manager’s 
assets under management. (Amended 04/18/13) 
 

MANAGER TERMINATION 
 
5.5 For any emerging manager retained directly by LAFPP for the management of public 

securities, notwithstanding the provisions of Section 8.0 – Manager Selection and 
Retention, the Board delegates to Staff the authority to terminate the investment 
management contract.  (Amended 04/17/14) 

 
GRADUATION POLICY 
 
5.6 LAFPP expects that successful emerging investment management firms will grow 

beyond the maximum $2 billion in assets under management required to be 
categorized as an emerging investment manager.  Opportunities for larger mandates 
may occur for emerging managers when, from time to time, LAFPP evaluates asset 
class structure or conducts manager replacement searches.  Prior to LAFPP 
conducting an external search for an active manager, managers participating in 
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LAFPP’s emerging manager program that meet the minimum investment criteria will 
be considered in the search.  (Amended 04/18/13) 
 

FUNDING 
 
5.7 When an emerging manager is selected by the Board, the size of funding will be 

determined based on the needs of the Systems and the capacity and experience of 
the manager. In no case shall the Board’s funding exceed fifty percent of the total 
assets managed in a similar product or style of portfolio by the manager, including 
the Board’s allocation. (Funding language added 3/14/91). 

 
 As part of any Staff and or General Investment Consultant analysis and 

recommendations regarding the asset manager structure, Staff is directed to 
address the Department’s Emerging Manager Policy. 

 
NUMBER OF EMERGING MANAGERS 
 
5.8 The number of emerging managers in each major asset class shall not exceed the 

number of non-emerging managers. (Amended 5/20/93) 
 
REAL ESTATE 
CRITERIA FOR REAL ESTATE EMERGING MANAGER SEARCHES 
 
5.9 The Emerging Manager Real Estate firms shall be evaluated based on the following 

criteria: 
 

A. Emerging Managers will be defined as those with less than two ($2) billion 
dollars in assets under management, fewer than five (5) years as an 
institutional manager and/or those offering an initial institutionally focused 
commingled fund vehicle. 

 
B. The firm should currently manage no less than $100 million in the selected 

strategy.  In the absence of current assets under management, a realized 
track record reflecting implementation of the strategy to the same degree is 
acceptable.  A preference for other public fund experience will be given.  

 
C. The capital to be allocated may not exceed 35% of the firm’s total assets 

under management after the allocation and no more than 20% of capital 
raised for a specific commingled vehicle.  

 
D. No client can represent more than 50% of the management firm’s total 

assets under management. 
 
E. Any firm with less than a five year track record may utilize track records 

established at prior firms when performance can be clearly attributed to the 
emerging firm’s key individuals and/or the specific team associated with the 
opportunity. 
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PRIVATE EQUITY SPECIALIZED MANAGERS 
CRITERIA FOR SELECTION OF PRIVATE EQUITY SPECIALIZED MANAGERS 
 
5.10 Barriers to entry for new firms launching established or new product strategies often 

provide opportunity to capitalize on niche management firms and/or strategies.  
Therefore, the Private Equity Specialized Manager program focuses on private 
equity commitments to funds with a focus on the following:  

 
A. First, second, or third-time institutional funds for a given sponsor. 
 
B. Funds with a stated target size of approximately $500 million or less.  
 
C. Funds that target companies in underserved markets. 
  
D. Funds that have specialized strategies such as focusing on specific 

industries and investments in Los Angeles and California. 
 
HISTORY 
 
5.11 Consolidated Policy Adopted: April 18, 2013 

 
Public Equities and Fixed Income Policy Adopted:  February 21, 1991; Revised: 
05/20/93, 03/19/97, 07/09/09, 04/17/14 and 09/18/14. 
 
Real Estate Policy Adopted:  August 3, 2006; Revised 04/17/08, 07/10/08 and 
09/18/14. 
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Los Angeles Fire & Police Pension System 
 

6.0 - RISK MANAGEMENT POLICY 
 
 

INTRODUCTION 
 

6.1 The Board recognizes that risk is inherent in any investment program. The prudent 
investor acknowledges the existence of risk and structures an investment program 
so as to identify, quantify and compensate for risk, while attempting to achieve an 
appropriate risk-adjusted rate of return. 

 
Consequently the Board has determined to adopt and implement a Risk 
Management Policy. The purpose of this Policy is to provide guidelines for the 
management of investment risk of the Fund assets in support of the fiduciary 
obligations of the Board, consistent with the governing principles and other policies 
of the plan. Risk will be considered in every aspect of the investment program, 
beginning with the asset allocation process and continuing through the determination 
of the structure of asset classes, the selection and retention of investment managers 
and the measurement of investment performance. 
 

RISK 
 
6.2 Webster’s defines risk as “possibility of loss or peril…the chance of loss…” For 

investment purposes, a useful definition for risk is the degree of possibility that the 
return on an investment over a particular time period will be something other than the 
expected return. 

 
Risk comes from many sources. Market risk, interest rate risk, manager specific risk, 
counterparty risk, liquidity risk are but a few. The biggest risk facing the Board is that, 
over the long term, the investment program will not achieve the System’s actuarially 
assumed rate of return.  This would jeopardize the Plan’s ability to provide retirement 
benefits to the System’s members and their beneficiaries, and would increase, rather 
than minimize, the City’s contributions. 
 

RISK POLICY  
 

6.3 In order to mitigate the effects of risk on the System’s investment program, the Board 
has adopted the following policies: 

 
A. An asset allocation study will be conducted every three to five years. Analysis 

has repeatedly shown that 90% to 95% of investment returns are determined 
solely by asset allocation. The Board acknowledges the critical importance of 
asset allocation to the success of the investment program, and directs that 
the allocation will be reviewed no less frequently than annually. 

 
B. The asset allocation study will utilize the concepts of Modern Portfolio Theory 

to identify an efficient portfolio given the Board’s desired level of return and 
tolerance for risk, i.e., return, risk, correlations between asset classes, mean 
variance optimization and constraints to ensure prudent exposures to 
strategies and risk factors. The Board will expressly approve a level of risk 
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when approving the asset allocation, after due consideration of the potential 
impact on the System of the failure of the asset allocation to yield the 
expected return. The Board’s tolerance for risk is dependent upon various 
factors and may change with circumstances, but is based on the knowledge 
that (1) the investment horizon of the Pension System is very long, (2) 
investment losses are inevitable but smaller losses are easier to recover 
from than larger losses, and (3) the Board’s risk tolerance is not influenced 
by the actuarially assumed rate of return. 

 
C. The Board will evaluate risk when determining the structure of the asset 

allocation. The implementation of the asset allocation involves decisions 
such as active versus passive management of investments and the number 
of investment managers to use in a particular asset class. Passive 
management usually yields better risk adjusted returns than active 
management in the more efficient asset classes, while in the less efficient 
asset classes it is more likely that active managers will be able to deliver 
returns in excess of those achieved by passive managers. The use of 
multiple managers in an asset class requires evaluation of the resulting fee 
structure and the possibility of reduced diversification in overlapping 
portfolios, versus the increase in manager specific risk with fewer managers. 

 
D. The asset allocation will take into consideration the System’s needs for 

liquidity. The amount, timing and frequency of the System’s requirements for 
liquidity will be analyzed as part of the asset allocation process, with the 
understanding that some asset classes provide better liquidity than others, 
that market cycles can affect the availability of liquidity, and that System 
assets held as cash are not available for investment in higher-yielding asset 
classes. 

 
HISTORY 
 
6.4 Adopted: September 18, 2014 
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Los Angeles Fire & Police Pension System 
 

7.0 - PROXY VOTING POLICY 
 
 
PROXY ISSUES 
 
The Board delegates to the General Manager the voting of normally routine proxy solicitation 
matters, such as election of directors and appointment of independent auditors. Exceptions 
shall be brought to the Board’s attention at the General Manager’s discretion.   
 
The Board authorizes the General Manager to vote accordingly on the following proxy 
issues: 
 
7.1 Election of Directors – Withhold votes from director nominees if 40% or more of 

the directors are (1) employees or (2) have financial ties to the company, if 33% or 
more serving on the nominating committee are employees or have ties, if any 
director nominee attends less than 75% of the board and committee meetings 
during the previous fiscal year, if the company does not have an independent chair 
or lead director, or from audit committee member nominees if non-audit services 
exceed 40% of fees.  In a contested election, vote for all management nominees.   

 
7.2 Ratify Selection of Auditors – Vote for unless the non-audit services exceed 40% 

of fees. 
 
7.3 Name Change – Always vote for a management proposal to change the company 

name.  
 
7.4 Other Business – Always vote for a management proposal to approve other 

business. 
 
7.5 Adjourn Meeting – Always vote for a management proposal to adjourn the 

meeting.  
 
7.6 Technical Amendments – Always vote for a management proposal to make 

technical amendments to the charter and/or bylaws. 
 
7.7 Financial Statements – Always vote for a management proposal to approve 

financial statements. 
 
7.8 Increase Authorized Common Stock – Vote against if the increase is not intended 

to effect a merger, stock split, or recapitalization.  
 
7.9 Decrease or Amend Authorized Common Stock – Always vote for a 

management proposal to decrease or amend authorized common stock. 
 
7.10 Issuance or Exercise of Stock Warrants – Always vote for a management 

proposal to approve the issuance or exercise of stock warrants. 
 
7.11 Authorize or Increase Preferred Stock – Vote against if the board has unlimited 

rights to set the terms and conditions of the shares.  
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7.12 Decrease or Amend Authorized or Cancel Series of Preferred Stock – Always 
vote for a management proposal to decrease or amend authorized preferred stock 
or to cancel a class or series of preferred stock.  

 
7.13 Issuance or Conversion of Preferred Stock – Vote against if the dilution 

represents more than 20% of the total voting power.  
 
7.14 Preemptive Rights – Vote for a management proposal to create or restore 

preemptive rights, and vote against a management proposal to eliminate 
preemptive rights.  

 
7.15 Dual Class Stock – Always vote for a management proposal to eliminate 

authorized dual or multiple classes of common stock. Always vote against a 
management proposal to amend authorized or to increase authorized shares of one 
or more multiple classes of dual or multiple class common stock.  

 
7.16 Share Repurchase – Always vote for a management proposal to approve a stock 

repurchase program. 
 
7.17 Stock Splits – Always vote for a management proposal to approve or reverse a 

stock split.  
 
7.18 Recapitalization & Restructuring – Always vote for a management proposal to 

approve recapitalization or to restructure the company.  
 
7.19 Reincorporation – Always vote for a management proposal to reincorporate in a 

different state.  
 
7.20 Spin-offs – Always vote for a management proposal to spin off certain company 

operations or divisions. 
 
7.21 Sale of Assets – Always vote for a management proposal to approve the sale of 

assets.  
 
7.22 Cumulative Voting - Always vote for a management proposal to adopt cumulative 

voting and against a management proposal to eliminate cumulative voting.  
 
7.23 Director Liability Provisions – Always vote for a management proposal to limit the 

liability of directors or to amend director liability provisions.  
 

7.24 Indemnification Provisions - Always vote for a management proposal to indemnify 
directors or officers or to amend provisions concerning the indemnification of 
directors and officers. 

 
7.25 Board Size – Vote for a management proposal to set the board size unless the 

board will consist of more than 12 directors or if there is a proposal to give the board 
the authority to set the size of the board as needed without shareholder approval.  

 
7.26 Filling Vacancies - Always vote for a management proposal to allow the directors 

to fill vacancies on the board without shareholder approval.  
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7.27 Director Removal – Always vote for a management proposal regarding the 
removal of directors.  

 
7.28 Non-Technical Charter Amendments - Always vote for a management proposal to 

approve non-technical amendments to the company’s certificate of incorporation. 
 
7.29 Non-Technical Bylaw Amendments – Vote for a management proposal to 

approve non-technical amendments to the company’s bylaws unless the 
amendment would have the effect of reducing shareholders’ rights.  

 
7.30 Classified Board - Always vote for a management proposal to repeal or amend a 

classified board and against a management proposal to adopt a classified board. 
 
7.31 Poison Pills - Always vote for a management proposal to redeem a shareholder 

rights plan (poison pill), and against a management proposal to ratify or adopt a 
shareholder rights plan (poison pill).  

 
7.32 Special Meetings - Always vote for a management proposal to restore 

shareholders’ right to call a special meeting, and against a management proposal to 
limit or eliminate shareholders’ right to call a special meeting.  

 
7.33 Written Consent - Always vote for a management proposal to restore 

shareholders’ right to act by written consent, and against a management proposal to 
limit or eliminate shareholders’ right to act by written consent. 

 
7.34 Supermajority Requirement - Always vote for a management proposal to 

eliminate a supermajority vote provision to approve merger or other business 
combinations, and against a management proposal to amend or establish a 
supermajority vote provision to approve merger or other business combinations. 

 
7.35 Supermajority Lock-In - Always vote for a management proposal to eliminate 

supermajority vote requirements (lock-ins) to change certain bylaw or charter 
provisions, and against a management proposal to adopt or amend a supermajority 
lock-in if the changes would result in a complete lock-in on all of the charter and 
bylaw provisions. 

 
7.36 Non-Financial Effects of Merger - Always vote against a management proposal to 

expand or clarify the authority of the board of directors to consider factors other than 
the interests of shareholders in assessing a takeover bid.  

 
7.37 Fair Price Provision - Always vote for a management proposal to repeal a fair 

price provision, and against a management proposal to adopt or amend a fair price 
provision. 

 
7.38 Anti-Greenmail Provision - Always vote for a management proposal to limit the 

payment of greenmail.  
 
7.39 Advance Notice Requirement – Vote against a management proposal to adopt 

advance notice requirements if the provision requires advance notice of more than 
60 days. 
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7.40 State Takeover Law – Always vote for a management proposal seeking to opt out 
of a state takeover statutory provision, and against a management proposal seeking 
to opt into a state takeover statutory provision.  

 
7.41 Stock Option Plans – Vote for a management proposal to adopt, amend, or add 

shares to a stock option plan for employees except if: 
 

1. The plan dilution is more than 25% of outstanding common stock. 
2. The minimum equity overhang of all plans is more than 25% of 

outstanding common stock. 
3. The plan permits pyramiding. 
4. The plan allows for the repricing or replacement of underwater 

options. 
5. The plan allows for non-qualified options to be priced at less than 

90% of the fair market value on the grant date. 
6. The plan has a share replenishment feature (evergreen plan) – that 

is, it adds a specified number or percentage of outstanding shares for 
awards each year.  

7. The plan allows for multiple awards and does not set a limit on non-
option awards. 

8. The plan permits time-lapsing restricted stock awards. 
9. The company’s equity overhang exceeds the 75th percentile of its 

peer group. 
10. The plan contains change-in-control provisions. 
11. The plan administrator may provide loans to exercise awards. 
12. The plan administrator may accelerate the vesting of outstanding 

awards. 
13. The plan administrator may grant reloaded stock options. 
14. The company allowed the repricing or replacement of underwater 

options in past fiscal year. 
15. The options granted to the top 5 executives exceed 15% of options 

granted in the past fiscal year. 
 
7.42 Limit Annual Awards – Always vote for a management proposal to limit per-

employee annual option awards. 
 
7.43 Extend term of Stock Option Plan – Always vote against a management proposal 

to extend the term of a stock option plan for employees.  
 
7.44 Director Stock Option Plan - Vote for a management proposal to adopt or amend 

a stock option plan for non-employee directors except if: 
 

1. The plan allows non-qualified options to be priced at less than 95% of the 
fair market value. 

2. The plan dilution is more than 5% of the outstanding common equity. 
3. The minimum potential dilution of all plans is more than 20% of the 

outstanding common equity. 
4. The plan or amendment authorizes 5 or more types of awards. 
5. The plan or amendment allows for non-formula discretionary awards. 
6. The amendment increases the size of the option awards. 

 
Always vote against a management proposal to add shares to a stock option plan 
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for non-employee directors. 
 

7.45 Employee Stock Purchase Plan - Vote for a management proposal to adopt, 
amend, or add shares to an employee stock purchase plan except if: 
 

1. The plan, amendment, or additional shares allow employees to purchase 
stock at less than 85% of the fair market value. 

2. The plan or additional shares cause dilution of more than 25% of the 
outstanding common equity. 

3. The minimum potential dilution of all plans, including the proposal, is more 
than 25% of the outstanding common equity. 

 
7.46 Stock Award Plan – Vote against a management proposal to adopt, amend, or add 

shares to a stock award plan for executives, unless the company beat the return of 
the S&P 500 and an appropriate peer group. 

 
7.47 Director Stock Award Plan - Vote against a management proposal to adopt, 

amend, or add shares to a stock award plan for non-employee directors, unless the 
company beat the return of the S&P 500 and an appropriate peer group. 

 
7.48 Annual Bonus Plan – Vote against a management proposal to approve an annual 

bonus plan unless the company beat the return of the S&P 500 and an appropriate 
peer group.  

 
7.49 Option/Stock Awards - Vote against a management proposal to grant a one-time 

option/stock award unless the company beat the return of the S&P 500 and an 
appropriate peer group.  

 
7.50 Long Term Bonus Plan - Vote against a management proposal to approve or 

amend a long-term bonus plan unless the company beat the return of the S&P 500 
and an appropriate peer group. 

 
7.51 Employment Agreements – Always vote for a management proposal to approve 

an employment agreement or contract. 
 

7.52 Deferred Compensation Plan Amendments – Always vote for a management 
proposal to amend a deferred compensation plan.  

 
7.53 Exchange Underwater Options – Always vote against a management proposal to 

exchange underwater options (options with a per-share exercise price that exceeds 
the underlying stock’s current market price). 

 
7.54 Amend Annual Bonus Plan – Always vote for a management proposal to amend 

an annual bonus plan.  
 

7.55 Reapprove Option/Bonus Plan for OBRA - Always vote for a management 
proposal to reapprove a stock option plan or bonus plan for purposes of OBRA. 

 
7.56 Executive Bonus Plans – Vote for if the company’s stock performance in the last 

calendar year has exceeded the returns of both the Standard & Poor’s 500 Index 
and an appropriate peer group index.  
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SHAREHOLDER PROPOSALS 
 
7.57 Shareholder Approval of Auditors – Always vote for a shareholder proposal 

calling for stockholder ratification of auditors. 
 
7.58 Auditors Must Attend Annual Meeting - Always vote for a shareholder proposal 

calling for the auditors to attend the annual meeting. 
 
7.59 Limit Consulting by Auditors - Always vote for a shareholder proposal calling for 

limiting consulting by auditors. 
 
7.60 Rotate Auditors - Always vote for a shareholder proposal calling for the rotation of 

auditors.  
 
7.61 Restore Preemptive Rights - Always vote for a shareholder proposal to restore 

preemptive rights. 
 
7.62 Study Sale or Spin-Off - Always vote for a shareholder proposal asking the 

company to study sales, spin-offs or other strategic alternatives.  
 
7.63 Adopt Confidential Voting - Always vote for a shareholder proposal asking the 

board to adopt confidential voting and independent tabulation of the proxy ballots. 
 
7.64 Counting Shareholder Votes - Always vote for a shareholder proposal asking the 

company to refrain from counting abstentions and broker non-votes in vote 
tabulations.  

 
7.65 No Discretionary Voting - Always vote for a shareholder proposal to eliminate the 

company’s discretion to vote unmarked proxy ballots.  
 
7.66 Equal Access to the Proxy - Always vote for a shareholder proposal to provide 

equal access to the proxy materials for shareholders.  
 
7.67 Improve Meeting Reports – Always vote against a shareholder proposal to 

improve annual meeting reports.  
 
7.68 Change Annual Meeting Location – Always vote against a shareholder proposal 

to change the annual meeting date. 
 
7.69 Board Inclusiveness – Always abstain from voting for a shareholder proposal 

asking the board to include more women and minorities as directors.  
 
7.70 Increase Board Independence - Always vote for a shareholder proposal seeking 

to increase board independence.  
 
7.71 Director Tenure/Retirement Age – Always abstain from voting for a shareholder 

proposal seeking to limit the period of time a director can serve by establishing a 
retirement or tenure policy. 

 
7.72 Minimum Stock Ownership by Directors – Vote for a shareholder proposal to 

require minimum stock ownership by directors unless the minimum level of 
ownership required is more than 500 shares.  
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7.73 Allow Union/Employee Representatives on the Board - Always vote against a 
shareholder proposal that seeks to provide for union or employee representatives 
on the board of directors.   

 
7.74 Directors’ Role in Corporate Strategy - Always vote for a shareholder proposal 

seeking to increase disclosure regarding the board’s role in the development and 
monitoring of the company’s long-term strategic plan. 

 
7.75 Increase Nominating Committee Independence - Always vote for a shareholder 

proposal to increase the independence of the nominating committee. 
 
7.76 Create Nominating Committee - Always vote for a shareholder proposal to create 

a nominating committee of the board.  
 
7.77 Create Shareholder Committee – Always abstain from voting for a shareholder 

proposal urging the creation of a shareholder committee.  
 
7.78 Independent Board Chairman - Always vote for a shareholder proposal asking 

that the chairman of the board of directors be chosen from among the ranks of the 
non-employee directors.  

 
7.79 Lead Director - Always vote for a shareholder proposal asking that a lead director 

be chosen from among the ranks of non-employee directors.   
 
7.80 Adopt Cumulative Voting - Always vote for a shareholder proposal calling for the 

adoption of cumulative voting.  
 
7.81 Nominee Statement in Proxy – Always abstain from voting for a shareholder 

proposal to require directors to place a statement of candidacy in the proxy 
statement.  

 
7.82 Double Board Nominees - Always abstain from voting for a shareholder proposal 

to nominate two director candidates for each open board seat.  
 
7.83 Director Liability - Always abstain from voting for a shareholder proposal to make 

directors liable for acts or omissions that constitute a breach of fiduciary care 
resulting from a director’s gross negligence and/or reckless or willful neglect.  

 
7.84 Repeal Classified Board – Always vote for a shareholder proposal to repeal a 

classified board.  
 
7.85 Redeem or vote on Poison Pill - Always vote for a shareholder proposal asking 

the board to redeem or to allow shareholders to vote on a shareholder rights plan 
(poison pill).  

 
7.86 Eliminate or Reduce Supermajority Provision - Always vote for a shareholder 

proposal that seeks to eliminate supermajority provisions. 
 
7.87 Repeal Fair Price Provision - Always vote for a shareholder proposal that seeks to 

repeal fair price provisions.  
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7.88 Restore Right to Call a Special Meeting - Always vote for a shareholder proposal 
to restore shareholders’ right to call a special meeting. 

 
7.89 Restore Right to Act by Written Consent - Always vote for a shareholder 

proposal to restore shareholders’ right to act by written consent.  
 
7.90 Prohibit Targeted Share Placement - Always vote for a shareholder proposal to 

limit the board’s discretion to issue targeted share placements or to require 
shareholder approval before such block placements can be made. 

 
7.91 Opt Out of State Takeover Statute - Always abstain from voting for a shareholder 

proposal seeking to force the company to opt out of a state takeover statutory 
provision. 

 
7.92 Re-incorporation - Always abstain from voting for a shareholder proposal to 

reincorporate the company in another state. 
 
7.93 Anti-Greenmail Provision - Always vote for a shareholder proposal to limit 

greenmail payments. 
 
7.94 Restrict or Disclose Executive Compensation - Always abstain from voting for a 

shareholder proposal to restrict or to enhance the disclosure of executive 
compensation. 

 
7.95 Restrict Director Compensation - Always abstain from voting for a shareholder 

proposal to restrict director compensation. 
 
7.96 Cap Executive Pay - Always abstain from voting for a shareholder proposal to cap 

executive pay. 
 
7.97 Pay Directors in Stock – Vote against if the resolution would require directors to 

receive their entire compensation in the form of company stock.  
 
7.98 Approve Executive Compensation - Always abstain from voting for a shareholder 

proposal calling for shareholder votes on executive pay. 
 
7.99 Restrict Director Pensions - Always vote for a shareholder proposal calling for the 

termination of director retirement plans. 
 
7.100 Review/Report on/Link Executive Pay to Social Performance -  Always abstain 

from voting for a shareholder proposal that asks management to review, report on 
and/or link executive compensation to non-financial criteria, particularly social 
criteria. 

 
7.101 No Repricing of Underwater Options - Always vote for a shareholder proposal 

seeking shareholder approval to reprice or replace underwater stock options. 
 
7.102 Golden Parachutes - Always vote for a shareholder proposal calling for a ban or 

shareholder vote on future golden parachutes. 
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7.103 Award Performance-Based Stock Options - Always vote for a shareholder 
proposal seeking to award performance-based stock options. 

 
7.104 Expense Stock Options - Always vote for a shareholder proposal establishing a 

policy of expensing the costs of all future stock options issued by the company in 
the company’s annual income statement.  

 
7.105 Pension Fund Surplus - Always vote for a shareholder proposal that requests 

future executive compensation be determined without regard to any pension fund 
income. 

 
7.106 Create Compensation Committee - Always abstain from voting for a shareholder 

proposal to create a compensation committee. 
 
7.107 Hire Independent Compensation Consultant - Always abstain from voting for a 

shareholder proposal to require that the compensation committee hire its own 
independent compensation consultants – separate from the compensation 
consultants working with corporate management – to assist with executive 
compensation issues.  

 
7.108 Committee Independence – Always vote for a shareholder proposal to increase 

the independence of the compensation, audit, or key committees. 
 
7.109 Social Issues – Abstain from voting on all social issues. The General Manager 

shall present exceptional issues to the Board.  
 
7.110 General Manager Authority - The Board instructs the General Manager to use his 

or her discretion as to whether or not proxy issues may be voted by Staff for the 
purpose of protecting the Pension System’s economic interest, when such issues 
are not covered in the existing guidelines or timing does not allow the issue to be 
brought to the Board.  The General Manager will report to the Board on all votes 
cast in this manner. 

 
 In researching potentially significant proxy issues, the General Manager is also 

instructed to obtain and consider recommendations from the applicable investment 
advisor(s) on proxy issues which may have an economic impact on the corporation 
or on the value of its stock.  

 
As to proxy matters for non-U.S. securities, the Board delegates to the international 
equity advisors the authority to vote the Board’s proxies in accordance with the 
guidelines set forth above for the General Manager on U.S. proxy matters.   

 
7.111 Report on Climate Change Issues - Always vote for shareholder proposals that 

request management to “Report on Climate Change” issues. 
 
7.112 Firearms Related Issues – Vote for shareholder proposals encouraging firms to 

refrain from manufacturing or merchandising firearms that are designated by the 
California State Attorney General’s Assault Weapons Identification Guide as being 
illegal for sale within California. Shareholder proposals in connection with other 
firearms related issues would be reviewed by staff for consideration.  (Amended 
05/16/13. 
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HISTORY 
 
7.113 Adopted: June 20, 1985; Revised: 04/27/89, 04/13/95, 06/05/03, 09/06/07, 05/16/13 

and 09/18/14. 
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Los Angeles Fire & Police Pension System 
 

8.0 - MANAGER SELECTION AND RETENTION POLICY 
 
 

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

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

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

 
 The policy provides a comprehensive framework for the analysis of manager 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

making a decision.   
 

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

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

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

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

strategy that is expected to add value and contribute to diversification. 
 
 Evaluate personnel. Review the people who establish investment strategy and 

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

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

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

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

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

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

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

manager. 
 

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

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

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

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

generally last from 10 to 12 years, with provisions for possible extensions beyond the 
original term. The interim performance of a partnership investment (anything prior to 
the termination of a partnership) may not always be indicative of the final results for a 
particular partnership. The interim valuations of a partnership's underlying 
investments (most of which are privately-held companies) reflect a high degree of 
subjectivity. As a partnership's underlying investments are disposed of, either at a 
gain or at a loss, the interim performance begins to become more indicative of the 
partnership's final performance level. 
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 The ultimate measure of a partnership's performance is calculated from the total 
amount of cash that is contributed (paid-in) to the partnership compared to the timing 
and amount of cash returned to the Fund. The most common measurement tool is 
calculating a net compound annual internal rate of return (Net IRR) which is a 
discounted cash flow analysis of the cash flows to and from the partnership over the 
life of the partnership. 

 
 The Fund expects the private equity portfolio to provide a higher return than publicly-

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

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

04/18/13, 09/18/14, 10/16/14 and 02/05/15. 
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APPENDIX 1 - PERFORMANCE BENCHMARKS 
 
 
S&P 500:   The Standard & Poor’s 500 Index covers 500 large cap stocks representing 
approximately 75% of the total U.S. equity market capitalization. Companies included in the 
index have market capitalizations of $5 billion or greater. A company’s weight in the index is 
proportional to its market value. This index is used as a benchmark for large cap domestic 
equity managers. 
 
Russell 3000:   A Frank Russell Company index consisting of the 3,000 largest U.S. 
companies as measured by total market capitalization, representing approximately 98% of 
the investable U.S. equity market. The largest company in the index has a market cap of 
approximately $420 billion and the smallest company is roughly $130 million. The Russell 
3000 Index is the overall domestic equity benchmark. 
 
Russell 2000:   An index consisting of the 2,000 smallest securities contained in the Russell 
3000, representing approximately 10% of the investable U.S. equity market. The average 
market capitalization of companies in the index is approximately $1.3 billion. This index is 
used as a benchmark for small cap domestic equity managers. 
 
Russell 2000 Growth:  A small cap growth index consisting of approximately 50% of stocks 
in the Russell 2000 Index.  This index consists of companies with higher price-to-book ratios 
and higher forecasted growth values.  The average market value cap for stocks in this index 
is $1.55 billion and the median market cap is $0.6 billion. 
 
Russell 1000 Growth:   An index compiled from the stocks of the 1,000 largest companies in 
the Russell 3000 which reflect a greater than average growth orientation. Stocks in the index 
tend to exhibit higher price-to-book and price-earnings ratios, and other growth 
characteristics. The index contains stocks from approximately 590 companies. It is used as 
a benchmark for large cap domestic equity growth managers. 
 
Russell 1000 Value:   An index compiled from the stocks of the 1,000 largest companies in 
the Russell 3000 which reflect a less than average growth orientation. Stocks in the index 
tend to exhibit low price-to-book and price-earnings ratio, and other value characteristics. 
The index contains stocks from approximately 600 companies (Note: there are over 300 
overlap of stocks in both the 1000 Growth and 1000 Value). The index is used as a 
benchmark for large cap domestic equity value managers. 
 
MSCI ACW ex U.S.*:   The Morgan Stanley Capital International All Country World Free ex 
U.S. Index. An index composed of securities from 45 developed and emerging market 
countries of the Americas, Europe, the Middle East, Asia and the Pacific, excluding the 
United States. The index does not include securities from markets closed to foreign 
investment or those securities in open markets that are not purchasable by foreigners. The 
index is used as a benchmark for international equity managers. 
 
MSCI EAFE Index*:   The Morgan Stanley Capital International Europe, Australasia, and Far 
East Index is a market capitalization weighted index consisting of developed markets outside 
of the U.S. and Canada.  It is maintained by MSCI Barra.  The index ranks each stock in the 
investable universe from largest to smallest by market capitalization.  The index includes a 
selection of stocks from 22 developed markets, but excludes those from the U.S. and 
Canada.  The index has been calculated since December 31, 1969, making it the oldest 
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international stock index.  It is probably the most common benchmark for foreign stock 
funds. 
 
MSCI Emerging Markets*:  The Morgan Stanley Capital Emerging Markets Free Index is 
composed of securities from companies of 26 emerging market countries in Europe, Latin 
America, Asia and the Pacific.  The index does not include securities from markets closed to 
foreign investment or those securities in open markets that are not purchasable by 
foreigners.  The index is used as a benchmark for emerging markets managers. 
 
Barclays U.S. Government/Credit Index:  The Barclays  U.S. Government/Credit Long Index 
is a broad market index similar in composition to the Barclays Government/Credit. The 
Barclays Long index is composed of those bonds within the Government/Credit index that 
have maturities of 10 years or greater. This index is used as a benchmark for the fixed 
income long duration manager. 
 
Barclays U.S. Universal Bond Index: The index covers most of the different sectors in the 
U.S. fixed income market including the high yield sector. The index is used as a benchmark 
for our fixed income allocation. 
 
Barclays U.S. Aggregate Index: The index covers U.S. dollar denominated debt including 
treasury and various corporate bonds. This index is used as a benchmark for our fixed 
income core and opportunistic managers. 
 
BofA Merrill Lynch U.S. High Yield Master II Constrained Index:   The Bank of America 
Merrill Lynch U.S. High Yield Master II Constrained Index tracks the performance of US 
dollar denominated below investment grade corporate debt publically issued in the U.S. 
domestic market with caps on each issuer exposure set at 2%. 
 
Barclays U.S. Treasury:  U.S. TIPS Inflation-Linked Bond Index:  The index measures the 
performance of the U.S. Treasury Inflation Protected Securities (TIPS) market.  Inflation-
linked bond indices include only capital indexed bonds with a remaining maturity of one year 
or more. 
 
NCREIF:   The National Council of Real Estate Investment Fiduciaries Property Index is 
comprised of real properties of all types located throughout the United States and owned by 
tax exempt institutional investors. The Property Index includes properties that are 
encumbered with mortgages (leverage).  However, all returns are reported on a non-levered 
basis.  The NCREIF Property Index has been used since July 1, 2001. 
 
NFI-ODCE:  The National Council of Real Estate Investment Fiduciaries (NCREIF) Fund 
Index (NFI) Open-End Diversified Core (ODCE) Index is an index of investment returns 
reporting on both a historical and current basis of the results of 33 open-end commingled 
funds pursuing a core investment strategy.   
 
Dow Jones U.S. Selected Real Estate Securities Index:  The index includes Real Estate 
Investment Trusts (REITs) and Real Estate Operating Companies (REOCs).  A company 
must have a minimum market capitalization of $200 million at the time of its inclusion and at 
least 75% of the company’s total revenue must be derived from ownership and operation of 
real estate assets. 
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FTSE EPRA/NAREIT Developed Index*:  The Financial Times Stock Exchange European 
Public Real Estate Association/National Association of Real Estate Investment Trusts 
Developed Index is designed to track the performance of listed real estate companies and 
REITS worldwide.   
 
S&P Global Natural Resources Index*:  The index includes 90 of the largest publicly traded 
companies in natural resources and commodities business that meet specific investability 
requirements, offering investors diversified and investable equity exposure across three 
primary commodity-related sectors: agribusiness, energy, and metals and mining. 
 
S&P Global Water Index*:  The index provides liquid and tradable exposure to 50 
companies from around the world that are involved in water-related business. 
 
S&P Global Timber & Forestry Index*:  The index consists of 25 of the largest publicly traded 
companies engaged in the ownership, management or upstream supply chain of forests and 
timberlands. 
 
S&P MLP Index:  The index is designed to measure the performance of leading partnerships 
that trade on major U.S. exchanges.  The index includes both master limited partnerships 
(MLPs) as well as publicly traded limited liability companies (LLCs), which have a similar 
legal structure to MLPs and share the same tax benefits.  As the vast majority of traded 
partnerships have operations in the oil and gas industries, the S&P MLP Index focuses on 
companies in the Global Industry Classification Standard (GICS) Energy Sector and the 
GICS Gas Utilities Industry.   
 
Bloomberg Commodity Index:  Formerly known as the Dow Jones-UBS Commodity Index, 
the index is composed of futures contracts on a diversified basket of commodities traded on 
U.S. exchanges. 

 
 

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

 
Dear: 
 

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

 
Very truly yours, 
 
 
 
 
TOM LOPEZ 
Chief Investment Officer 
 
 

Enclosure 
 
c:  LAFPP General Consultant, RVK 
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Los Angeles Fire & Police Pension System 
 

9.0 - MARKETING CESSATION POLICY 
 
 

PURPOSE 
 
9.1 The purpose of this policy is to prevent, and avoid the appearance of, undue 

influence on the Board or any of its members in the award of all contracts.   
 
 Notification of this policy will be sent to all firms considered by Staff or the Consultant 

to be interview candidates. From the time the search begins with the Board’s 
approval of the minimum criteria for the search until the time the search ends with 
the selection of the firm(s) to receive the contract(s), all direct marketing contact with 
firms that meet the search criteria will be limited to meetings with the Consultant, 
information sent to the Consultant or Department, questions about the search 
directed to the Staff or Consultant, one meeting at the Department’s office with Staff 
and any site visits. The Board members, Department Staff or Consultant will accept 
no entertainment or gifts of any kind from any firm qualifying for the search. This 
policy does not prohibit contact with potential interview candidates at group social 
events, educational seminars, conferences, or charitable events so long as there is 
no direct marketing.   

 
 During the three months prior to the renewal of a contract with a firm currently under 

contract, the Board Members, Department Staff and Consultant will accept no 
entertainment or gifts from that firm until the contract has been renewed or 
terminated by the Board. Firms who currently have contracts with the Los Angeles 
Fire and Police Pension System are allowed to continue contact related to the 
existing contract with Staff and the Consultant. 

 
 Firms that are invited to interview with the Board, at the time of the interview, will be 

required to submit a Contact Statement.  This Contact Statement shall list all 
contacts with Board members and Consultants during the three month period prior to 
the interview or during the search period, whichever is longer.1 

 
 The Los Angeles Municipal Code Section 49.5.11(A) (Commissioner Participation in 

Contracting Process) states: 
 

"Except at a public meeting, a member of a City board or 
commission shall not participate in the development, review, 
evaluation, or negotiation of or the recommendation process for 
bids, proposals, or any other requests for the award or 
termination of a contract, amendment, or change order involving 
that board, commission, or agency.  This does not preclude 
individual members from reviewing documents and other 
information provided by agency staff when preparing for a public 
meeting at which the matter will be considered." 

                     
 
1See section 1.18.G.2.e of the Ethics Policy, also referred to as the Contractor Disclosure Policy, 
which can be found in the Board Operating Policies and Procedures. 
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 Any violation of this policy shall result in automatic disqualification of the bidding firm.  
 
 This policy is also in the Board Operating Policies and Procedures. 
 
HISTORY 
 
9.2 Adopted: 02/07/02; Revised: 01/04/07, 09/03/09, 03/03/11 and 09/18/14. 
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Los Angeles Fire & Police Pension System 
 

10.0 - SECURITIES LITIGATION POLICY 
 
 

PURPOSE 
 
10.1 The Board of Los Angeles Fire and Police Pension Commissioners (the “Board”) 

recognizes its obligation to make reasonable efforts to preserve and protect the 
assets of the Los Angeles Fire and Police Pension Plan (the “Plan”). The Board 
acknowledges that securities claims are as an asset of the Plan and that the pursuit 
of litigation may become necessary or appropriate in order to maximize the Plan’s 
recovery of assets. 

 
 The purpose of the Board’s securities litigation policy is to establish procedures and 

guidelines for monitoring and participating in both securities class actions and other 
securities related litigation when appropriate to protect the Plan’s assets. 

 
CLAIMS EVALUATION PROCESS AND PARTICIPATION AS LEAD PLAINTIFF 
 
10.2 In order to fully and objectively evaluate the Plan’s position in connection with any 

potential claim, the Board has developed the following process: 
 

A. Unless the Plan incurs potential damages (loss net of gain) in excess of 
Three Million Dollars ($3,000,000.00) in connection with any investment, the 
Plan shall proceed as a member of the class action or, if no class action has 
been filed, the Board shall determine whether or not to proceed with an 
independent action based upon review and recommendation by Staff, the 
City Attorney’s Office and outside counsel. 

 
B. If the potential damages exceed Three Million Dollars ($3,000,000.00), the 

Board shall determine whether or not the Plan should seek lead plaintiff 
status, pursue an independent action, or remain a member of the class 
based upon review and recommendation by Staff, the City Attorney’s Office 
and outside counsel. 

 
C. When making a determination as to whether or not a specific loss gives rise 

to a litigation claim, the Board shall consider an estimate of the magnitude of 
the potential damages incurred by the Plan, the potential recovery that may 
be obtained if such claim is pursued, and the merits of such claim. The 
Board shall consider and determine if it is in the Plan’s best interest to 
pursue lead plaintiff status or proceed with individual litigation. In determining 
whether to seek lead plaintiff status, the factors to be considered shall 
include whether or not the Plan’s participation or action will increase net 
monetary value of settlement; the potential effect on the value of the Plan’s 
investment portfolio; and whether the Plan’s active participation will add 
value to the potential recovery. 
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SELECTION OF SECURITIES LITIGATION COUNSEL 
 
10.3 The Board shall use an RFQ process to select one or more law firms to monitor and 

review the Plan’s investment portfolio and the filing of class actions. Any law firms 
selected for such monitoring and review shall require the approval of the City 
Attorney. The selected law firms shall make recommendations to the Board 
regarding whether or not potential or actual securities litigation cases are meritorious 
and worthy of further investigation, including seeking lead plaintiff status. The 
monitoring and review service shall be performed at no cost to the Plan. 

 
 The Board shall use an RFQ process to select one or more law firms to advise 

and/or represent the Plan in connection with securities litigation cases. Any law firms 
selected for such advice and/or representation shall require the approval of the City 
Attorney. The selected law firms shall advise the Plan regarding whether or not the 
Plan should seek lead plaintiff status or recovery on a joint or individual basis in an 
action that is not a class action and represent the Plan in connection with such 
cases. Any law firm that has been selected to provide the monitoring and review 
service may participate in the RFQ process for the selection of law firms to advise 
and represent the Plan. 

 
MONITORING ACTIONS 
 
10.4 The City Attorney in conjunction with outside counsel shall provide on going status 

reports to the Board on all securities litigation cases in which the Plan is a class 
member or in which the Plan has filed an independent action. These reports shall 
include a summary of all major developments in connection with such cases. 

HISTORY 
 
10.5 Adopted: August 21, 2003; Revised 10/01/09, 09/18/14. 
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Los Angeles Fire & Police Pension System 
 

11.0 - SUDAN POLICY 
 
 
GENERAL POLICY 
 
11.1 Investment managers should refrain from purchasing securities where the company 

has been identified as doing business in Sudan’s energy sector or with the 
government of Sudan, when the same investment goals concerning risk, return and 
diversification can be achieved through the purchase of another security.  

 
 The list of companies identified by the Regents of the University of California as 

having business operations in Sudan will constitute the Board’s list of companies 
subject to its Sudan Policy.   

 
INVESTMENTS SUBJECT TO DIVESTMENT 
 
11.2 The Sudan Policy shall apply only to actively managed separate accounts in the 

public equity asset classes.  The Sudan Policy shall not apply to index funds, 
commingled funds, hedge funds or assets held in the real estate or alternative 
investment program.   

 
HISTORY 
 
11.3 Adopted:  March 1, 2007; Revised:  05/17/07, 04/15/10 and 09/18/14. 
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Los Angeles Fire & Police Pension System 
 

12.0 - DUTIES OF RESPONSIBLE PARTIES 
 
 

DUTIES OF THE BOARD OR ITS DESIGNATE(S) 
 
12.1 The Board has the responsibility for the administration of the Fund for the benefit of 

plan participants, although it is not the intent of the Board to become involved in the 
day-to-day investment decisions. The Board or its designee(s) will adhere to the 
following procedures in the management of the Board’s assets: 

 
1. The Board develops and approves policies for the execution of the Board’s 

investment program. Only the Board in its sole discretion can delegate its 
decision-making authority regarding the investment program. Staff will be 
responsible for the implementation and administration of these decisions. 

 
2. The Board shall review investments quarterly, or as needed, to ensure that 

policy guidelines continue to be met. The Board shall monitor investment 
returns on both an absolute basis and relative to appropriate benchmarks, as 
well as peer group comparisons. The source of information for these reviews 
shall come from Staff, outside consultants, the custodian, investment 
managers, etc. 

 
3. The Board may retain investment consultants to provide such services as 

conducting performance reviews, asset allocation, manager reviews, and 
investment research. 

 
4. The Board shall be responsible for taking appropriate action if investment 

objectives are not being met or if policies and guidelines are not being 
followed. Reviews for separate portfolios managed by external managers will 
focus on the following areas: 

 
a. Manager compliance to the Policy guidelines. 
 
b. Material changes in the managers’ organizations, such as 

investment philosophy, personnel changes, acquisitions or losses of 
major accounts, etc. The managers will be responsible for keeping 
the Board advised of any material changes in personnel, investment 
strategy, or other pertinent information potentially affecting 
performance. 

 
c. Investment performance relative to each manager’s stated 

performance benchmark(s) as set forth in the manager’s investment 
guidelines. 

 
5. The Board shall expect Staff to administer the Fund’s investments in a cost-

effective manner subject to Board approval. These costs include, but are not 
limited to, management, consulting and custodial fees, transaction costs, and 
other administrative costs chargeable to the Board. 
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6. The Board shall be responsible for selecting qualified investment managers, 
consultants, and custodian. 

 
7. Voting of proxies in stocks held by the System will be done according to 

Board policy. 
 

DUTIES OF THE STAFF 
 
12.2 The Staff provides analysis and recommendations to the Board on a wide variety of 

investments and investment related matters. Additionally, Staff oversees and directs 
the implementation of Board policies and manages the Fund on a day-to-day basis. 
Furthermore, Staff’s responsibilities include the following details: 

 
1. Invests the Fund’s cash without requiring Board’s permission as set forth 

elsewhere in the Board’s Investment Guidelines. 
 
2. Monitors investment managers for adherence to appropriate policies and 

guidelines. 
 
3. Evaluates and manages the relationships with brokers, managers, and 

custodian(s) to the Fund to ensure that they are providing all of the 
necessary assistance to Board and to Staff. 

 
4. Conducts the manager search process, as approved by the Board, with 

assistance from consultants as needed. 
 
5. The Staff will manage Portfolio restructuring resulting from portfolio 

rebalancing or manager terminations with the assistance of consultants and 
managers, as needed. 

 
6. The Staff and its designee(s) shall be responsible for organizing and/or 

participating in any special research for the Board. 
 
7. The Staff shall ensure that Investment Managers conform to the terms of 

their contracts and that performance-monitoring systems are sufficient to 
provide the Board with the most timely, accurate, and useful information as 
possible. 

 
8. The Staff shall advise and keep the Board apprised of any other events of 

investment significance. 
 
9. Implements/Administers policies made by the Board. 
 

DUTIES OF THE INVESTMENT MANAGERS 
 
12.3 The Investment Managers shall perform the following duties: 

 
1. Contract by written agreement with the Board to invest within approved 

guidelines. 
 
2. Provide the Board with proof of liability and fiduciary insurance coverage. 
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3. Be an SEC-Registered Investment Advisor under the 1940 Act or an 

authorized bank or trust, and be recognized as providing demonstrated 
expertise during a number of years in the management of institutional, tax-
exempt assets within a defined investment specialty. 

 
4. Adhere to the investment management style concepts and principles for 

which they were retained, including, but not limited to, developing portfolio 
strategy, performing research, developing buy, hold and sell lists, and 
purchasing and selling securities. 

 
5. Obtain best execution for all transactions for the benefit of the System with 

brokers and dealers qualified to execute institutional orders on an ongoing 
basis at the best net cost to the System, and, where appropriate, facilitate the 
recapture of commissions for the System’s benefit. 

 
6. Reconcile monthly accounting, transaction and asset summary data with 

custodian valuations, and communicate and resolve any significant 
discrepancies with the custodian and the Board’s Staff. 

 
7. Maintain frequent and open communication with the Board and Staff on all 

significant matters pertaining to the System, including, but not limited to, the 
following issues: 

 
a. Major changes in the Investment Manager’s investment outlook, 

investment strategy, and portfolio structure; 
 
b. Significant changes in ownership, organizational structure, financial 

condition, or senior personnel; 
 
c. Any changes in the Portfolio Manager or other personnel assigned to 

the System; 
 
d. Each significant client that terminates or separates voluntarily its 

relationship with the Investment Manager, within 30 days of such 
termination/separation; 

 
e. All pertinent issues that the Investment Manager deems to be of 

significant interest or material importance; and, 
 
f. Meet with the Board and/or Staff on an as-needed basis. 

 
DUTIES OF THE MASTER CUSTODIAN 
 
12.4 The Master Custodian shall be responsible to the Board for the following duties: 

 
1. Provide complete global custody and depository services for the designated 

accounts. 
 
2. Manage a Short Term Investment Fund (STIF) for investment of any un-

invested cash, and ensure that all available cash is invested. If the cash 
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reserves are managed externally, full cooperation must be provided. 
 
3. Provide in a timely and effective manner a monthly report of the investment 

activities implemented by the investment managers. 
 
4. Collect all income and realized principal realizable, and properly report it on 

the periodic statements. 
 
5. Provide monthly and fiscal year-end accounting statements for the portfolio, 

including all transactions. The statements should be based on accurate 
security values for both cost and market. These reports should be provided 
within acceptable time frames. 

 
6. Report situations where accurate security pricing, valuation, and accrued 

income are either not possible or subject to considerable uncertainty. 
 
7. Assist the System to complete such activities as the annual audit, transaction 

verification, or unique issues as required by the Board. 
 
8. Manage a securities lending program to enhance income if directed by the 

Board. If the securities lending program is managed externally, full 
cooperation must be provided. 

 
DUTIES OF THE GENERAL INVESTMENT CONSULTANT 
 
12.5 The Investment Consultant shall be responsible for the following: 

 
1. Review quarterly performance including performance attribution on the 

Board’s managers and total assets, including a check on guideline 
compliance and adherence to investment style and discipline. 

 
2. Make recommendations for Board presentation regarding investment policy 

and strategic asset allocation. 
 
3. Assist the Board in the selection of qualified investment managers and in the 

review of existing managers, including monitoring changes in personnel, 
ownership and the investment process. 

 
4. Assist the Board in the selection of a qualified custodian if necessary. 
 
5. Provide topical research and education on investment subjects as requested 

by the Board or Staff. 
 
6. Communicating information that concerns the Board. 

 
HISTORY 
 
12.6 Adopted:  May 3, 2007; Revised: 03/19/09 and 09/18/14. 
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Los Angeles Fire & Police Pension System 
 
13.0 - ADDRESSING SOCIAL, POLITICAL, AND HUMAN RIGHTS ISSUES 

 
 
PURPOSE 
 
13.1 This policy addresses the financial and administrative risks that the LAFPP Board 

may face if one of the companies it has invested in has made corporate decisions 
that cause “substantial social injury”.  It defines that term and describes what the 
LAFPP Board can do about it and how to act quickly.  

 
THE RISK:  BACKGROUND 
 
13.2 The LAFPP Board is made up of lay volunteers and elected employee and retiree 

representatives who are the sole protectors of the funds that provide retirement 
money for current and future safety employees of the City of Los Angeles.  Board 
members all serve in the City of Los Angeles — an international city that is deeply 
concerned with world-wide political, social and human rights issues.  Some of those 
issues, like the Sudan/Darfur genocidal strife, occur in countries where companies 
that LAFPP may invest in may do business, directly or indirectly. 

 
 When the Board invests System assets, they must follow the standards set for all 

retirement board members by California Constitution Article XVI § 17.  The 
Constitution imposes fiduciary responsibility on the Board for investing System’s 
assets, requires them to exercise a high degree of care, skill, prudence and 
diligence, requires them to diversify investments to avoid risk, and says that their 
duty to LAFPP’s members comes first, before any other duty.  

 
 The Board invests for the long term in companies that they expect will ultimately 

attain better investment performance by (among other things) operating their 
businesses with high ethical, social and legal standards.  However, LAFPP’s 
ownership interest in a company does not mean it approves — or even knows about 
— all of a company’s policies, products, or actions.  A company’s possibly risky 
political and social conduct can only be taken into consideration to the extent that 
the conduct affects the financial health of the company, or to the extent that 
divestment of a prior investment (or a decision not to make a particular investment) 
on account of the company’s conduct will not hurt the fund.   

 
SUBSTANTIAL SOCIAL INJURY 
 
13.3 What is “substantial social injury”?  Answer:  any specific action (including inaction) 

by a company that directly injures its employees, consumers, or other individuals or 
groups.   It includes actions that violate, subvert, or frustrate the enforcement of 
American or international law aimed at protecting the health, safety, basic freedoms 
or human rights of individuals or groups.  The term includes support of 
(i) government-endorsed genocide (as identified by the United States Department of 
Treasury, Office of Foreign Assets Control (OFAC)) or (ii) other human rights 
violations that inflict substantial injury to health, safety or freedom.   
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 The company’s action must be directly responsible for identifiable social injury to fall 
within this definition.  Company action that creates only a chance that social injury 
might occur is not included.  Likewise, doing business with other companies that are 
themselves engaged in socially injurious activities is not included except in unusual 
circumstances. 

 
 The LAFPP Board will examine any claim of substantial social injury on a case-by-

case basis, using the best available evidence and allowing parties to the claim 
reasonable time to gather and present that evidence.  The Board will decide whether 
to address these issues in a particular case, based on 1) the size of the interest that 
LAFPP holds in the business; and 2) how serious is the business’s violation of 
LAFPP policies.  As stated above, a company’s possibly risky political and social 
conduct can only be taken into consideration to the extent that the conduct affects 
the financial health of the company, or to the extent that divestment of a prior 
investment (or a decision not to make a particular investment) on account of the 
company’s conduct will not hurt the fund. 

 
WHAT THE LAFPP BOARD CAN DO 
 
13.4 When informed of a company’s actions that violate LAFPP policies, the Board will 

promptly direct its investment staff to seek a change in the company’s behavior, 
using the four steps described below, and to report on the status of progress at each 
subsequent Board meeting until the issue is resolved to the Board’s satisfaction.  
Each of these steps will be undertaken promptly. 

 
 First, the LAFPP Board will direct its investment staff to engage, in a constructive 

manner, corporate management whose company’s actions are reported to cause 
substantial social injury.  All forms of engagement may be used — letter-writing, 
working with advocacy groups, proxy voting, etc.  The most important feature is for 
the engagement to start right away and to request and obtain prompt replies from 
third parties to all questions throughout the process of engagement. 

 
 Second, if after reasonable efforts have been made to constructively engage 

management, it is still clear that the action complained of has in fact occurred and is 
continuing and, in the Board’s opinion, the responses and remedies are insufficient 
or nonresponsive, the Board will direct its investment staff to tell its equity investment 
managers that, to the extent that suitable investment alternatives are available and 
that substituting them in the investment portfolio will result in no loss in portfolio 
return or increase in risk, the managers shall dispose of the interest (or avoid 
investing) in the violating company and invest in the alternative(s) until such time as 
the violations of this policy cease.   

 
 Third, the Board will direct its investment staff to advise the Board when and if the 

policy violation has been remedied. 
 
 Fourth, upon the Board’s concurrence that the policy violation has been remedied, 

the Board will direct its investment staff to promptly inform the equity investment 
managers that the securities can thereafter be purchased. 
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HISTORY 
 
13.5 Adopted:  May 17, 2007; Revised: 09/18/14. 
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Los Angeles Fire & Police Pension System 
 

14.0 - IRAN POLICY 
 
 
GENERAL POLICY 
 
14.1 Investment managers should refrain from purchasing securities where the company 

has been identified as doing business in Iran’s energy sector or with the 
government of Iran, when the same investment goals concerning risk, return and 
diversification can be achieved through the purchase of another security. 

 
 The list of scrutinized companies identified by the Florida State Board of 

Administration as having activities in the Iran petroleum energy sector will constitute 
the Board’s list of companies subject to its Iran Policy.   

 
INVESTMENTS SUBJECT TO DIVESTMENT 
 
14.2 The Iran Policy shall apply only to actively managed separate accounts in the public 

equity asset classes.  The Iran Policy shall not apply to index funds, commingled 
funds, hedge funds or assets held in the real estate or alternative investment 
program.   

 
HISTORY 
 
14.3 Adopted:  April 15, 2010; Revised: 09/18/14. 
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Los Angeles Fire & Police Pension System 
 

15.0 - FIREARMS INVESTMENT POLICY 
 
 
GENERAL POLICY 
 
15.1 Investment managers should refrain from purchasing securities where the company 

has been identified as manufacturing firearms that are illegal in California, when the 
same investment goals concerning risk, return and diversification can be achieved 
through the purchase of another security. 

 
 The list of companies identified by the California State Attorney General as 

manufacturers of these firearms will constitute the Board’s list of companies subject 
to its Firearms Investment Policy.   

 
INVESTMENTS SUBJECT TO POLICY 
 
15.2 The Firearms Investment Policy shall apply to actively managed separate accounts 

in the public equity asset classes.     
 
 The affected managers shall report on a calendar year basis the financial impact of 

any firearms manufacturers that were removed from the portfolio.  (Amended 
05/16/13) 

 
15.3 The Board’s private equity managers(s) shall inquire with each proposed fund, their 

intention to invest in companies that manufacture firearms that are designated by the 
California State Attorney General as being illegal for sale in California and inform the 
Board of the response.  (Amended 05/16/13) 

 
HISTORY 
 
15.4 Adopted:  March 7, 2013; Revised 05/16/13 and 09/18/14. 
 
 
 

 



 

 

 

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

Los Angeles, CA 90012 

(213) 978-4545 
 

 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 

 
DATE:            SEPTEMBER 16, 2015                                                 ITEM:  B.1  
 
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 
 
SUBJECT: MINORITY, WOMEN, AND DISABLED VETERAN OWNED BROKER USAGE REPORT 

THIS REPORT IS PROVIDED TO THE BOARD FOR INFORMATIONAL PURPOSES.  
 
BACKGROUND 
 
The Board’s Investment Policy 1.15 states that, “The Board encourages the use of minority, women, or 
disabled veteran owned brokers by the Board’s managers for the Fund’s actively managed domestic and 
international exchange traded stock transactions subject to best execution.  However, the Board does not 
encourage step out type transactions.”  
 
To carry out the objective of the policy, a letter is sent annually by Staff encouraging the Fund’s investment 
managers to use Minority, Women, or Disabled Veteran Owned Business Enterprise (MBE/WBE/DVBE) 
brokers.  The letter includes a list of the MBE/WBE/DVBE brokers that have current certifications on file 
with LAFPP.  Additionally, Staff provides semi-annual reports on the use of MBE/WBE/DVBE brokers by 
the Fund’s investment managers. 
 
DISCUSSION 
 
Semi-annually, Staff updates the qualifying information of the MBE/WBE/DVBE brokers that have current 
certifications on file with LAFPP (Attachment I).  Staff also monitors usage of MBE/WBE/DVBE brokers by 
the Board’s managers on a semi-annual basis by tracking generated commissions.  MBE/WBE/DVBE 
broker usage for Jan 1 – June 30, 2015 was 7.79% (Attachment II).  This is a 0.12% increase from the 
revised 7.67% MBE/WBE/DVBE broker usage reported last period. Since the last reporting period, LAFPP 
has terminated two managers. 
 
As of June 2015, there are twenty-four MBE/WBE/DVBE brokers with current certifications on file with 
LAFPP.  The City of Los Angeles has historically provided MBE/WBE/DVBE certifications through its Office 
of Contract Compliance and has honored certifications from various California agencies.  The Office of 
Contract Compliance, in a streamlining effort to reduce substantial backlog, is currently only accepting 
certification applications from firms with the principal office in the City of Los Angeles.  In addition, the 
certification network between the various agencies is currently being restructured.  During this time, the 
Office of Contract Compliance is allowing brokers to remain certified unless and until their certification is 
removed for cause.   
 
This report was prepared by:  
 
Miki Shaler 
Cash Management Officer 
 
RPC:TL:RR:DN:MS 
 
Attachments: 2  



ATTACHMENT I

Name Qualification for Minority/Women Owned Status

Andes Capital Group, LLC 60% MBE

Blaylock Robert Van, LLC 78% MBE 

Bley Investment Group Holdings, Inc. 71% MBE/WBE 

Cabrera Capital Markets, Inc. 74% MBE 

CastleOak Securities, LP 52% MBE 

Cheevers & Company, Inc. 76% WBE

The Fig Group, LLC 100% WBE

Great Pacific Securities 51% MBE

Greentree Brokerage Services, Inc. 80% MBE

Ivy Securities, Inc. 100% MBE 

C.L. King & Associates 100% WBE 

M. Ramsey King Securities, Inc. 100% MBE/WBE

Loop Capital Markets, LLC 98% MBE/WBE

Mischler Financial Group, Inc. 84% DVBE

Montrose Securities 100% MBE

Mundial Financial Group, LLC 67% MBE

Penserra Securities, LLC 51% MBE

Samuel A. Ramirez & Co., Inc. 79% MBE/WBE 

Thomas P. Reynolds Securities Ltd. 100% MBE/WBE 

Seslia and Company 98% MBE

Siebert Branfod Shank & Co., LLC 51% MBE

Telsey Advisory Group  87% MBE/WBE 

Topeka Capital Markets 51% MBE 

The Williams Capital Group, L.P. 51% MBE

List of Minority, Women, and Disabled Veteran Owned (MBE/WBE/DVBE) Brokerages
 with Current Certifications on File

as of June 2015



ATTACHMENT II

LAFPP Manager 
Account Size ($M)                                         
as of June 30, 2015

Total 
Commissions

MBE/WBE  
Broker 

Commissions

% of 
MBE/WBE 

Commissions

Name(s) of 
MBE/WBE 

Brokers Used
Chicago Equity $315.0 $133,028 $26,138 19.65% Various
LA Capital $243.0 $45,329 $33,517 73.94% Loop
Research Affiliates* $500.1 $41,399 $804 1.94% Loop
Robeco $564.7 $96,569 $4,634 4.80% Various
FIS Managers - Domestic  (Total) $92.1 $46,229 $5,255 11.37% Various
   - Affinity Investment $15.2 $656 $210 31.98% Loop
   - Cupps Capital $0.0 $1,238 $59 4.76% Various
   - Decatur Capital $22.8 $1,772 $1,772 100.00% Various
   - Denali Advisors $20.9 $0 $0 0.00% None
   - Lombardia $4.6 $5,357 $3,017 56.31% Various
   - Martin Investments $17.4 $401 $185 45.97% Various
   - McClain $6.4 $15,438 $0 0.00% None
   - Nicholas Investment $4.7 $17,729 $13 0.08% Various
   - Vision Capital $0.0 $3,639 $0 0.00% None
FIS Managers - International (Total) $98.5 $60,055 $1,411 2.35% Various
   - Ativo Cap Mgmt1 $9.0 $13,710 $967 7.06% Various
   - Ativo Capital Management2 $19.3 $9,488 $383 4.03% Various
   -Lombardia Capital Management $10.4 $4,811 $27 0.56% Loop
   - Strategic Global Advisor $7.8 $1,791 $35 1.93% Cabrera
   - Coral Tree $8.2 $6,177 $0 0.00% None
   - Martin Investments $10.7 $6,565 $0 0.00% None
   - FIS Tactical $19.0 $3,799 $0 0.00% None
   - Red Ivy Capital $14.1 $13,712 $0 0.00% None
Fisher $459.0 $0 $0 0.00% None
Boston Common $29.3 $444,170 $11,266 2.54% Loop
Harding Loevner $318.6 $87,773 $0 0.00% None
Principal Global REIT $164.4 $89,235 $148 0.17% Various
Principal U.S. REIT $299.2 $41,805 $1,341 3.21% Various
Totals $1,085,592 $84,514 7.79%

Notes:

* The bulk of commissions for this account are generated during the quarterly rebalances. Research Affiliates plan to trade one of the next
 two quarterly rebalances with a MBE/WBE/DVBE broker by the end of the year which should bring the percentage up to 25% 
by the year end.

1Ativo Cap Mgmt strategy includes EAFE and Canada
2Ativo Capital Management strategy includes emerging markets

Managers not using MBE/WBE/DVBE/DVBE brokers are: 1) Brandes as LAFPP selected their Commission Recapture program
instead of using MBE/WBE/DVBE brokers. 2) Dimensional Fund Advisors executes over 90% of their trades through an electronic
direct trading platform (instead of trading through brokers) to lower trading cost and minimize market impact. 3) Baillie Gifford is based
in Scotland and usually executes its trades in London.  As a result, they're not able to use the domestic MBE/WBE/DVBE brokers.



 

 

 
DEPARTMENT OF FIRE AND POLICE PENSIONS 

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

(213) 978-4545 
 
 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 
DATE: SEPTEMBER 3, 2015    ITEM:   B.2  
 
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 
 

 SUBJECT: CYBER SECURITY POSTURE FOR LAFPP AND OUR BUSINESS PARTNERS 
 

 
THIS REPORT IS PROVIDED TO THE BOARD FOR INFORMATIONAL PURPOSES.  
 
 
BACKGROUND 
 
Securely maintaining member data is a top priority of LAFPP and is given significant attention at 
every level of the organization.  Internally, the Department has implemented policies to ensure 
confidential member records are accessed only by essential staff that need access to the 
information in order to complete their work and service the members.  The Department also 
employs Information Technology (IT) staff whose main responsibility is to directly oversee the 
security of our internet connection and to implement networking tools that help guard against 
unauthorized access.  Finally, Department IT staff actively participates in the Mayor’s Cyber 
Intrusion Command Center which meets regularly and includes staff from every City department to 
collaboratively address security issues.  
 
The following provides an overview of the various security measures employed by LAFPP to 
maintain a robust security posture.  
 
DISCUSSION 
 
Hosted Data Security 
 
OnPoint is the current Pension Administration System and is the “system of record” for all member 
information, including Personally Identifiable Information (PII) such as SSN, birth date, home 
address, etc.  The system is hosted by Xerox in Pennsylvania with their disaster recovery 
(DR) site in New Jersey.  Our Pension payroll data is being processed by Northern Trust's (NT) 
Benefit Payment Passport (BPP) system which is located in Illinois with the disaster recovery site 
in another part of that state.   
 
Since data security is one of our top priorities, it is given significant weight when staff evaluates 
potential vendors who will help secure member PII information.  As such, both NT and Xerox are 
in compliance with the Service Organization Control #1 (SOC1), which is the industry certification 
standard for hosting customer PII data.   
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SOC1 involves an extensive audit by an independent auditor reporting on internal controls 
implemented by an organization over financial reporting and hosting services. In addition, both NT 
and Xerox have Vulnerability Assessments performed annually on their systems by independent 
security firms.  These Vulnerability Assessments help companies identify, quantify and prioritize 
any weakness that may allow a hacker to exploit the flaw.   
 
Internal Security Measures 
 
As for protecting LAFPP internal data and documents, network security tools such as firewalls and 
an intrusion prevention system (IPS) are in place to prevent cyber attacks.  For the LAFPP 
internal network and systems, a comprehensive security management program was implemented 
by Verizon with the final recommendations completed last fiscal year (Strategic Plan Project #7).   
 
The recommendations included system updates, network monitoring, security awareness training, 
and security policy development.  All PCs and servers are protected with anti-virus software and 
security updates are applied regularly.  The network and Internet connected devices are 
monitored 24/7 for unusual traffic which can indicate malware infection or cyber attack.  
 
Further, all Department staff is mandated to review the information security policies and complete 
security awareness training annually which covers password management, mobile data security, 
social engineering attacks, etc.   The on-going maintenance and periodic security risk 
assessments are being performed by two dedicated Systems staff with an annual expense budget 
of $30,000.  Our internal controls are also subject to IT audit annually by our external auditor, 
Brown Armstrong.  For the last 2 years, the only IT audit recommendation made by Brown 
Armstrong was for staff to update our information security policy which has been completed and is 
pending approval. 
 
Collaborative Security Efforts 
 
To further strengthen our cyber security posture, staff has implemented monitoring tools in 
addition to our contracted 24/7 network monitoring services as part of the Mayor's 
Executive Directive #2 on cyber security.  Staff participates in security work groups such as the 
Cyber Intrusion Command Center (CICC) and FBI's Cyberhood Watch Program where 
participants at local, state, and Federal levels gather to discuss common threats, strategies and 
methods of neutralizing cyber security threats. 
 
Business Continuity/Disaster Recovery  
 
Finally, current efforts and plans to protect our data and to provide for business continuity include 
the use of data encryption and the implementation of disaster recovery solutions.  Verizon's DR 
site in Virginia, which is SOC1 certified, will be hosting our data and systems in the event of 
any business disruption, including cyber attacks.  There are also plans to conduct network 
penetration testing at the new headquarters once the network is completely implemented and 
stabilized. 
  
As evidenced by some of the recent security breaches in the news, the reality is that no network is 
100% risk free even with all the preventive measures in place.  However, LAFPP and its business 
partners are taking extraordinary measures to ensure our data and systems are protected.   
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Further, staff is prepared to respond to security incidents and is working with the City's Information 
Technology Agency (ITA) and CICC to fine tune the procedure. As technology evolves, cyber 
security continues to be a priority for LAFPP with staff continuously implementing industry best 
practices and updating their skill sets to strengthen the Department's cyber security posture.  
 
 
BUDGET 
 
There is no budget impact associated with this report 
 
 
POLICY  
 
There is no policy impact associated with this report 
 
 
This report was prepared by:  
 
Bob M. Yan, Information Systems Manager II 
Systems Section 
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DEPARTMENT OF FIRE AND POLICE PENSIONS 

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

(213) 978-4545 
 
 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 
DATE:            SEPTEMBER 16, 2015 ITEM:  B.4.a 
 
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 
 
SUBJECT: AUGUST 2015 MONTHLY REPORT AND UPDATE  

 
THIS REPORT IS PROVIDED FOR INFORMATIONAL PURPOSES 
 
DISCUSSION 
The August 2015 Monthly Report includes the following notable items: 

 
1) Pension Administration System Replacement – The Project Kickoff meeting took place on July 

7, 2015 with the Xerox project team and staff.  The Project Steering Committee has met twice, 
on July 7th and on August 19th and will be responsible to oversee the project, track progress 
and manage risks.  Staff has started work to develop the various deliverables and planning 
documents, and to create a “project bulletin board” to keep staff apprised of the project status.   

 
2) Business Continuity Planning/Disaster Recovery – Disaster Recovery site access testing in 

August was unsuccessful due to firewall configuration issues.  Staff worked through these 
issues and has resolved these issues. 

 
3) Private Equity - The following private equity investments have closed since the last meeting 

announcement: 
 

On June 25, 2015, the Board, in closed session pursuant to Government Code Section 
54956.81, approved a commitment of up to $20 million in the following alternative investment: 
Summit Partners Growth Equity Fund IX-A L.P. and the investment closed on August 26, 2015. 
 
On June 25, 2015, the Board, in closed session pursuant to Government Code Section 
54956.81, approved a commitment of up to $5 million in the following alternative investment: 
Summit Partners Venture Capital Fund IV-A L.P. and the investment closed on August 26, 
2015. 
 

4) The following searches and firms are within the (new) Marketing Cessation Period Policy*: 
 

 
Vendor / Contract Contract 

Start Date 
Contract 

Expiration 
Date 

Market 
Cessation Start 

Date 
Search - Emerging Investment 
Manager – Large Cap Domestic 
Equity (Direct Hire)  

• OakBrook Investments, Inc. 
• Redwood Investments, LLC TBD TBD 11/20/14 
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Vendor / Contract Contract 

Start Date 
Contract 

Expiration 
Date 

Market 
Cessation Start 

Date 
Search – Emerging Investment 
Managers – Domestic Fixed Income 
(Direct Hire) – Selected Firms: 
• GIA Partners, LLC 
• Semper Capital Management, LP TBD TBD 06/05/14 
Search – Emerging Investment 
Managers – Small Cap and Micro-Cap 
(Direct Hire) – Selected Firms: 
• Channing Capital Management, LLC 
• Granite Investment Partners 
• PHOCAS Financial Corporation TBD TBD 06/05/14 
Boston Common Asset Management, 
LLC (International Equity Emerging 
Manger) 10/01/12 09/30/15 07/01/15 
Loomis, Sayles & Co. LP (Fixed 
Income) 10/01/12 09/30/15 07/01/15 
Northern Trust Investments, Inc. 
(Fixed Income) 12/01/12 11/30/15 09/01/15 
Scout Investments, Inc. –  
Reams Asset Management Division 
(Fixed Income) 12/01/12 11/30/15 09/01/15 
Glass, Lewis, & Co., LLC 
(Proxy Voting Services) 01/01/13 12/31/15 10/02/15 
Heitman Capital Management, LLC 
(Real Estate Separate Account) 01/01/13 12/31/15 10/02/15 
Northern Trust Investments, Inc. 
(International Equity) 0101/13 12/31/15 10/02/15 
Sentinel Trust Company 
(Real Estate Separate Account) 01/01/13 12/31/15 10/02/15 

 
*Marketing Cessation: In accordance with Section 9.0 of the Investment Policy, from the time the search begins with the Board’s 
approval of the minimum criteria for the search until the search ends with the selection of the firm(s) to receive contract(s), all direct 
marketing contact with firms that meet the search criteria will be limited to meetings with the Consultant, information sent to the 
Consultant or Department, questions about the search directed to the Staff or Consultant, one meeting at the Department’s office 
with Staff and any site visits. The Board members, Department Staff or Consultant will accept no entertainment or gifts of any kind 
from any firm qualifying for the search. This policy does not prohibit contact with potential interview candidates at group social 
events, educational seminars, conferences, or charitable events so long as there is no direct marketing. 
 
During the three months prior to the renewal of a contract with a firm currently under contract, the Board Members, Department 
Staff and Consultant will accept no entertainment or gifts from that firm until the contract has been renewed or terminated by the 
Board. Firms who currently have contracts with LAFPP are allowed to continue contact related to the existing contract with Staff 
and the Consultant.  
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STATUS REPORT OF BOARD ASSIGNMENTS TO STAFF 
 

09/16/15 

I:Executive/Board Assignments/Board Assign to Staff 09/16/15 

 
 

 
MEETING 

DATE 
 

ASSIGNMENT 
 

STAFF 
PERSON 

 
DATE DUE 

TO THE 
BOARD 

 
STATUS 

05/07/15 Evaluation of General Investment 
Consultant 

Tom 
Lopez September 2015 

Board Report to board for 
July 16, 2015 and survey 
released to board & staff. 
Evaluation results scheduled 
for September 2015. 

09/03/15 Disability closed session 
representation 

Alan 
Manning Pending 

Clarification regarding union 
representation during closed 
session items. 
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BOARD COMMITTEE ASSIGNMENTS 
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DATE 

ASSIGNED 
 

AUDIT  COMMITTEE 
 

STAFF 
PERSON 

 
DUE DATE 

TO 
COMMITTEE 

STATUS 

04/03/14 
HEK Audit recommendations:  
4 recommendations assigned 
to the Audit Committee. 

Erin 
Kenney 
(1) 

October 2015 

The Board approved the status 
of the four recommendations on   
June 19, 2014 as follows:  
No Action – 1 
Completed – 2 
In Progress – 1 
 
The remaining active 
recommendation marked “In 
Progress” regarding a 
comprehensive security plan for 
the new building will be 
presented to the Committee 
once the plan is more fully 
developed.  

 
DATE 

ASSIGNED 
 

BENEFITS COMMITTEE 
 

STAFF 
PERSON 

 
DUE DATE 

TO 
COMMITTEE 

STATUS 

04/03/14 

HEK Audit recommendations: 
10 recommendations 
assigned to the Benefits 
Committee. 

Joe 
Salazar 
(3) 
 Anthony 
Torres (1) 
 

October 2, 2015 

The Board approved the status 
of the ten recommendations on 
October 16, 2014 as follows: 
No Action – 1 
Completed – 5 
In Progress – 4 
 
Three (disability-related) 
recommendations marked “In 
Progress” were discussed by 
the Committee on December 18, 
2014, and the proposed 
dispositions were approved by 
the Board on January 15, 2015. 
 
One remaining recommendation 
(related to health subsidy 
payment verification) is 
expected to be presented at the 
next Committee meeting. 
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DATE 

ASSIGNED 

 
GOVERNANCE 

COMMITTEE 

 
STAFF 

PERSON 

 
DUE DATE 

TO 
COMMITTEE 

STATUS 

04/03/14 

HEK Audit recommendations: 
2 recommendations assigned 
to the Governance 
Committee. 

 
William 
Raggio (1) 
 

August 6, 2015 

The Board approved the status 
of the two recommendations on 
October 2, 2014 as follows: 
Completed – 1 
In Progress – 1 
 
The one remaining active 
recommendation marked “In 
Progress” will be presented to 
the  Committee at the next 
Governance Committee.   
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A

EQUITIES STOCKS BONDS CASH TOTAL ALLOC. PRIVATE EQUITY BONDS CASH TOTAL ALLOC.

Alliance Capital (S&P 500 Index) 2,119.1 - 7.5 2,126.6 Abbott Capital 77.0 - - 77.0 

Alliance Capital (Russell 1000 Value Index) 121.4 - 0.5 122.0 Hamilton Lane 23.4 - - 23.4 

Alliance Capital (Russell 1000 Growth Index) 915.5 - 4.1 919.6 PCA 67.3 - - 67.3 

Chicago Equity (Enh. Index-Core) 296.0 - 3.6 299.6 Portfolio Advisors 982.8 - - 982.8 

LA Capital (Enh. Index-Growth) 236.3 - - 236.3 Aldus Equity 292.7 - - 292.7 

Research Affiliates (Enh. Index-Value) 470.4 - 2.0 472.5 Stepstone Group 153.7 - - 153.7 

Robeco (Value) 527.8 - 7.6 535.3 TOTAL PRIVATE EQUITY MGRS (10%) 1,596.9 - - 1,596.9 8.64%

FIS (Mgr of Emerging Mgrs) Domestic 85.8 - 2.1 87.9 Target Differential (1.36)% (251.7)

Core Equity Managers (23%) 4,772.3 - 27.5 4,799.8 25.97%

Target Differential 2.97% 548.1 REAL ESTATE
Alliance Capital Global REIT 101.9 - 0.6 102.5 

Frontier Capital Mgt (Growth) 583.6 - 14.1 597.7 Principal Global REIT 159.1 - 1.2 160.3 

Daruma (Value) 455.1 - 32.7 487.8 Principal U.S. REIT 295.5 - 1.7 297.2 

Attucks (Mgr of Emerging Mgrs) 101.6 - 3.0 104.6 Terminated REIT Managers 0.0 - 0.3 0.4 

Small Cap. Equity Mgrs (6%) 1,140.2 - 49.8 1,190.0 6.44% REIT Managers (3.0%) 556.5 - 3.9 560.4 3.03%

Target Differential 0.44% 80.9 Target Differential 0.03% 5.9 

REAL ESTATE COMMINGLED FUNDS SUMMARY

Brandes (Value) 855.2 - 67.7 922.9 Total Pooled Funds 834.0 - - 834.0 4.51%

Fisher (Core) 415.5 - 4.8 420.3 REAL ESTATE SEPARATE ACCT. SUMMARY BY MANAGER

Blackrock (Core Passive) 677.7 - 0.6 678.3 Heitman 245.7 - - 245.7 

Baille Gifford (Growth) 494.4 - 7.0 501.5 Sentinel 257.3 - - 257.3 

Boston Common (ESG) 26.7 - 0.3 27.0 Real Estate Equity Mgrs 503.0 - - 503.0 2.72%

Northern Trust (Int'l Small Cap Index) 323.5 - 2.8 326.3 TOTAL REAL ESTATE (10%) 1,893.5 - 3.9 1,897.4 10.26%
FIS (Mgr of Emerging Mgrs) International 89.7 - 2.6 92.3 Target Differential 0.26% 48.9 

Terminated Int'l Equity Managers 0.0 - 0.0 0.0 COMMODITIES
Int'l Equity Mgrs (16%) 2,882.8 - 85.9 2,968.6 16.06% Alliance (Commodities, Public Equity) 273.5 - 0.9 274.5 

Target Differential 0.06% 11.0 Gresham Invest. Mgmt. (Commodities, Active) 89.8 - 7.6 97.5 

Harding Loevner 270.8 5.3 276.1 Goldman Sachs (Commodities, Enhanced Index) 101.9 - - 101.9 

Dimensional Fund Advisors 352.6 0.0 4.3 357.0 Kleinwort Benson (Commodities, Public Equity) 85.1 - 1.3 86.4 

Terminated Int'l Emerg. Mkts. Mgrs. 0.0 - 0.4 0.4 Mellon Capital (Commodities, Public Equity) 67.8 - 2.6 70.4 

Int'l Emerg. Mkts Mgrs (5.0%) 623.4 0.0 10.0 633.5 3.43% PA (Commodities, Private Equity) 31.7 - - 31.7 

Target Differential (1.57)% (290.8) TOTAL COMMODITIES (5.0%) 649.9 - 12.4 662.3 3.58%

TOTAL EQUITIES MGRS (50.0%) 9,418.7 0.0 173.2 9,592.0 51.89% Target Differential (1.42)% (274.4)

Int'l Tax Reclaims - - 0.3 0.3 

FIXED INCOME CASH
Northern Trust (Fixed Income Index) - 668.6 3.2 671.8 HOUSE ACCOUNTS

Reams Asset Mgmt. (Opportunistic) - 670.3 8.7 679.0 Tier 1 (Article 17) - - 3.5 3.5 

LM Capital (Opportunistic) - 332.3 2.1 334.4 Tier 2 (Article 18) - - 577.2 577.2 

Loomis Sayles (Long Duration) - 602.0 12.9 615.0 Tier 3 (Article 35) - - 8.5 8.5 

CA Comm. Mort. Fund - 1.7 - 1.7 Tier 4 (New) - - 15.4 15.4 

Bridgewater (TIPS) - 336.7 - 336.7 Tier 5 (New) - - 73.9 73.9 

Reams Asset Mgmt. (Passive TIPS) - 507.3 0.3 507.5 Tier 6 (New) - - 8.4 8.4 

Bridgewater Pure Alpha - 69.4 - 69.4 CASH SUMMARY

Core Bond Mgrs  (19.0%) - 3,188.3 27.2 3,215.5 17.39% Unallocated Cash Reserve (1%) - - 686.8 686.8 3.72%

Target Differential (1.61)% (296.7) Target Differential 2.72% 502.0 

MacKay Shields 1.8 449.2 12.6 463.6 Transition - - 0.0 0.0 

High Yield Bond Mgrs (3.0%) 1.8 449.2 12.6 463.6 2.51%

Target Differential (0.49)% (91.0) PRIVATE REAL  

Reams Asset Mgmt. (Unconstrained) - 183.2 - 183.2 EQUITY STOCKS BONDS ESTATE CASH TOTAL

Payden & Rygel (Unconstrained) 187.5 - 187.5 ACTUAL ASSET MIX

Unconstrained Fixed Income (2.0%) 370.7 - 370.7 2.01% Current Month 649.9 1,596.9 9,420.6 4,008.1 1,893.5 916.6 18,485.5 

Target Differential 0.01% 1.0 3.52% 8.64% 50.96% 21.68% 10.24% 4.96% 100.00%

Last Month 487.6 1,559.7 10,090.5 3,948.3 1,902.5 1,253.1 19,241.7 

TOTAL FIXED INCOME MGRS (24.0%) 1.8 4,008.1 39.9 4,049.8 21.91% % Change 33.30% 2.38% -6.64% 1.51% -0.47% -26.86% -3.93%

Subtotals & totals may not sum up exactly due to rounding.

Data is unaudited.

Dollars expressed in Millions.  Note: City Pension Contribution  received on 7/15/15

      COMMODITIES

Portfolio as of August 31, 2015

TOTAL FUND

STOCKS / EQUITY / RE
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Portfolio as of August 31, 2015

Venture Capital Buy-out Special Situations Percentage

Total $704,573 21.79% $1,604,319 49.62% $924,008 28.58% 100.00%

Commitment Total $3,232,900

Total Commitment Contributions Remaining Commitment Percent Funded

Abbott $351,638,198 $338,104,755 $13,533,443 96.15%

Hamilton Lane $192,979,920 $184,286,726 $8,693,194 95.50%

Portfolio Advisors Legacy $251,713,100 $240,122,558 $11,590,542 95.40%

Portfolio Advisors Current $1,533,886,952 $666,112,182 $867,774,770 43.43%

PCA $193,440,099 $180,153,848 $13,286,251 93.13%

Stepstone Group $197,450,550 $167,294,493 $30,156,057 84.73%

Aldus Equity $511,790,552 $455,611,924 $56,178,628 89.02%

Total $3,232,899,371 $2,231,686,486 $1,001,212,885 69.03%

Unfunded Commitment $1,001,212,885

Source:  BOARD OF FIRE AND POLICE PENSION COMMISSIONERS

Data as of March 31, 2015

Data is based only on current/active funds whaich are funds that have remailing commitment or residual value.

Private Equity Commitment  Summary

 Private Equity Funding Summary

Total Fund Portfolio Allocation
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Income (2.0%) 

Cash (1.0%) Total RE (Including REITS) 

(10.0%) 

Private Equity (10.0%) Commodities Energy 

(5.0%) 

Actual Allocation, Target Allocation in parenthesis 
Over-allocated (Blue), Under-allocated (Red) 
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        *Board approved ranges on 10/17/13 
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Portfolio as of August 31, 2015

COMMINGLED FUNDS EQUITY POOLED CASH TOTAL ALLOC.

ABR Chesapeake Fund III NA 15.3 - 15.3 

AEW Core NA 69.2 - 69.2 

AEW Partners V NA 1.1 - 1.1 

AEW Value Investors II NA 4.3 - 4.3 

Almanac Securities Realty VII NA 7.2 - 7.2 

BlackRock Retail Opportunity NA 0.0 - 0.0 

Buchanan Fund IV NA 13.9 - 13.9 

Calif Smart Growth IV NA 11.7 - 11.7 

Capri Urban Investors NA 19.5 - 19.5 

CIM Real Estate Fund III NA 33.8 - 33.8 

CIM Urban REIT, LLC NA 36.7 - 36.7 

CityView LA Urban Land Fund NA 12.3 - 12.3 

Clarion Lion NA 77.3 - 77.3 

Colony VIII NA 7.6 - 7.6 

CPI Capital Europe (A NA 4.4 - 4.4 

Forum Asian Realty II NA 4.6 - 4.6 

Gerrity Retail Fund II NA 9.6 9.6 

Genesis Workforce Fund II NA 8.8 - 8.8 

Guggenheim RE III NA 0.0 - 0.0 

Hampshire Partners VI NA 1.3 - 1.3 

Heitman Value Partners II NA 17.9 - 17.9 

Heitman American Realty Trust (HART) NA 64.8 - 64.8 

Jamestown Premier NA 76.6 - 76.6 

Kennedy Wilson II NA 4.2 - 4.2 

LaSalle Asia Opp. II NA 0.1 - 0.1 

Legg Mason Chesapeake RE NA 0.4 - 0.4 

Legg Mason II NA 12.0 - 12.0 

Metlife Core Property NA 74.9 - 74.9 

Noble Hospitality NA 22.3 - 22.3 

Oaktree Capital A&B NA 0.0 - 0.0 

Oaktree Capital RE Opp. II NA 0.0 - 0.0 

Oaktree Capital RE Opp. III NA 2.7 - 2.7 

Praedium Fund VII NA 1.5 - 1.5 

Principal Green I NA 2.8 - 2.8 

Prudential PRISA NA 72.0 - 72.0 

Prudential PRISA II NA 10.2 - 10.2 

Prudential PRISA III NA 12.9 - 12.9 

Prudential RE Fund II NA 1.2 - 1.2 

Rothschild Five Arrows Realty V (Almanac) NA 16.8 - 16.8 

Savanna Real Estate Fund III NA 21.1 - 21.1 

Starwood Distressed Opp IX NA 20.8 - 20.8 

Standard Life Investments NA 14.4 - 14.4 

Unico Partners I NA 29.1 - 29.1 

Urdang Value-Added Fund (CenterSquare) NA 0.0 - 0.0 

Urdang Value-Added Fund II (CenterSquare) NA 8.5 - 8.5 

Value Enhancement IV (Ares) NA 0.0 - 0.0 

Value Enhancement V (Ares) NA 8.2 - 8.2 

Total 834.0 - 834.0 4.51%

SEPARATE ACCOUNT PROPERTIES EQUITY POOLED CASH TOTAL ALLOC.

Heitman - Galleria Palms Apts. 29.2 NA - 29.2 

Heitman - 121 W. Chestnut 69.3 NA - 69.3 

Heitman - Palm Valley Pavilions 54.9 NA - 54.9 

Heitman - Woodland Plaza 27.9 NA - 27.9 

Heitman - Twin Creeks Village 30.3 NA - 30.3 

Heitman - Sea Isle, Inc. 34.1 NA - 34.1 

Sentinel - Corridor Park Pointe 5.6 NA - 5.6 

Sentinel - Riverplace 32.0 NA - 32.0 

Sentinel - Windward Place Apts. 24.6 NA - 24.6 

Sentinel - Jefferson Town Center Apts 34.0 NA - 34.0 

Sentinel - Shoppes @ Broad Street 0.3 NA - 0.3 

Sentinel - St. Louis Industrial 48.3 NA - 48.3 

Sentinel - NorthPointe Exec. Park 23.7 NA - 23.7 

Sentinel - Aerial Center Exec. Park 27.2 NA - 27.2 

Sentinel (Urdang) - Cobalt Office Building 0.0 NA - 0.0 

Sentinel (Urdang) - Shadeland Station 36.6 NA - 36.6 

Sentinel (Urdang) - Exelon Building 24.9 NA - 24.9 

Real Estate Managers Total Committed

Heitman 245.7 

Sentinel 195.7 

Sentinel (Urdang) 61.5 

Total 503.0 2.72%

 Real Estate Summary
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Manager 1-month 3-month 1-year 3-years 5-years FYTD
Total Fund -3.81 % -4.37 % -0.31 % 9.29 % 10.16 % -3.40 %
S & P 500 Index -6.03 % -5.92 % 0.48 % 14.31 % 15.87 % -4.06 %

Total Equity -6.56 % -7.55 % -3.38 % 11.92 % 12.35 % -6.09 %
S & P 500 Index -6.03 % -5.92 % 0.48 % 14.31 % 15.87 % -4.06 %

Total Domestic Equity -6.03 % -6.02 % 0.34 % 14.80 % 15.97 % -4.90 %
Russell 3000 Index -6.04 % -6.06 % 0.36 % 14.63 % 16.03 % -4.47 %

Total Large Cap Equity -5.93 % -5.84 % 0.63 % 14.80 % 16.21 % -4.02 %
S & P 500 Index -6.03 % -5.92 % 0.48 % 14.31 % 15.87 % -4.06 %

Total Small Cap -6.42 % -6.76 % -0.83 % 15.01 % 14.98 % -8.31 %
Russell 2000 Index -6.28 % -6.68 % 0.03 % 14.12 % 15.55 % -7.37 %

Total International Equity -7.43 % -9.97 % -9.40 % 7.21 % 5.92 % -8.00 %
MSCI ACWI ex-US -7.63 % -10.40 % -11.97 % 5.71 % 5.22 % -7.86 %

Total International Developed Markets -7.08 % -8.60 % -6.48 % 9.36 % 7.34 % -6.60 %
MSCI ACWI ex-US -7.63 % -10.40 % -11.97 % 5.71 % 5.22 % -7.86 %

Total International Emerging Markets -9.02 % -15.87 % -20.61 % -1.23 % -0.16 % -14.03 %
MSCI Emerging Markets Index -9.01 % -17.40 % -22.67 % -2.07 % -0.59 % -15.26 %

Total Fixed Income -0.60 % -1.37 % 0.28 % 1.87 % 4.77 % 0.04 %
Barclays Universal -0.29 % -0.83 % 1.13 % 1.85 % 3.34 % 0.29 %

Total Core Fixed Income -0.39 % -1.16 % 1.20 % 2.20 % 4.80 % 0.65 %
Barclays Aggregate -0.14 % -0.55 % 1.56 % 1.53 % 2.98 % 0.55 %

Total High Yield -1.31 % -2.37 % 0.52 % 5.65 % 7.78 % -1.61 %
LAFPP HY Benchmark1 -1.77 % -3.86 % -3.08 % 4.86 % 7.29 % -2.37 %

Total REITs -5.87 % -5.12 % 0.87 % 7.34 % 12.01 % -1.15 %
LAFPP REIT Benchmark2 -5.88 % -5.55 % -1.04 % 5.86 % 11.16 % -1.46 %

Footnote:
1 LAFPP HY Benchmark: CS HY Index thru 12/31/11 & BofA ML US HY Master II Cnst Index thereafter.

2 LAFPP REIT Benchmark: Dow Jones US Select RE Securities Index thru 12/31/13, 50% FTSE EPRA/NAREIT Global RE Index & 50% Dow Jones 
US Select RE Securities Index thereafter.

Preliminary Return Information as of August 31, 2015

7



PENSIONS DIVISION 

(Data through August 31, 2015) 
 

  DISABILITY PENSIONS  

  
  *Claims filed include the following: Disability, Active Member Death, Dependent Child. 
 

  

50 
50 
 34 
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PENSIONS DIVISION 

  

 
  * Claims include new applications and reviews. 
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PENSIONS DIVISION 

    

 
  *Claims include the following: Disability, Active Member Death, Dependent Child.  
 

  
  *Claims include the following: Disability, Active Member Death, Dependent Child.  Months with zero (0)    
    indicate no claims presented to the Board that month.  

36 
35 
 17 
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PENSIONS DIVISION 

 DROP ENTRIES/EXITS 

 
 

 
 
 DROP PARTICIPATION 
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PENSIONS DIVISION 

 
SERVICE PENSIONS  
 Current 

Month 
Fiscal Year 

To Date 
12 Month 

Moving Avg. 
Service Pensions by Effective Date 6 15 7 

 
SURVIVORSHIP PENSIONS  
 Current 

Month 
Fiscal Year 

To Date 
12 Month 

Moving Avg. 
Surviving Spouse/Domestic Partner 
Pension Applications Processed 14 30 15 
Survivor Benefit Purchase Program 1 1 1 
Total Surviving Spouse/DP Applications 
Processed and Survivor Benefit 
Purchase Program Granted 15 31 

 
 

 
ACTIVE MEMBER SERVICES 
Refund of Contributions 
(Number Leaving Without Vesting)  

Current 
Month 

Fiscal Year 
To Date 

12 Month 
Moving Avg. 

Fire 0 0 1 
Police 3 6 5 
Harbor 0 0 0 
Completed Basic Training Purchases  
Fire 9 16 8 
Police 44 74 38 
Harbor 0 0 0 
Pension Contribution Adjustments 
(Due to Conversion of SK to IOD Time) 

 
0 

 
0 

 
12 

Public Service Purchases (PSP) 
 Completed Purchases 

 
2 

 
2 

 
1 

 Avg. Years of Service (YOS) Purchased 3 3 2.7 
 Avg. Cost per YOS Purchased $49,762 $49,762 $53,426 
OPS Service Purchases  
 Completed Purchases 0 4 4 

 
MEDICAL & DENTAL TRANSACTIONS 
August 2015 (PPE August 31, 2015) 
 Current Month* Fiscal YTD* Last 12 Mos* 
Total Subsidies Paid $9,171,661 $18,091,442 $103,030,877 
Total Medicare Part B 
Reimbursements Paid $833,679 $1,610,254 $9,516,131 
*Includes Quarterly HIPR Payment(s) 
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PENSIONS DIVISION 

OUTREACH ACTIVITIES 
Date Type of Outreach Number of 

Participants Tier 

August 3, 2015 New Recruit Talk: LAPD Graduates –  
Westchester ARTC 26 6 

August 12, 2015 Financial Planning Education Seminar: 
DROP Exit – Grace Simons Lodge 56 multiple 

August 13, 2015 Information Table: LAPPL Outreach – 
Rampart 34 multiple 

August 13, 2015 New Recruit Talk: LAFD Graduates –Drill 
Tower 40, Terminal Island 43 6 

August 19, 2015 LAFD Outreach – Benefits Presentation: 
Fire Station 80 9 multiple 

August 26, 2015 Financial Planning Education Seminar: 
Late-Career – Grace Simons Lodge  38 5 

August 27-30, 2015 Information Table: LAPPL Delegate’s 
Conference, Palm Springs 71 multiple 

August 31, 2015 New Recruit Talk: LAPD Graduates –  
Westchester ARTC 22 6 

Upcoming Events 

Sept. 10, 2015 Information Table: LAPPL Outreach – 
Topanga TBD multiple 

Sept. 16, 2015 Financial Planning Education Seminar: 
DROP Exit – Grace Simons Lodge TBD multiple 

Sept. 24, 2015 Information Table: LAPPL Outreach – 
Olympic TBD multiple 

Sept. 28, 2015 New Recruit Talk: LAPD Graduates –
Westchester ARTC TBD 6 

Sept. 30, 2015 Financial Planning Education Seminar: 
Late Career – Grace Simons Lodge TBD multiple 

Outreach Activity Totals 
 Current Month Fiscal Year to Date 

Members Reached 299 448 
-# of Recruit Talks 3 4 
-# of Financial Planning Education Seminars 2 3 
-# of Other Outreach Events 3 4 

 Note:  The number of participants for “Information Table” events is an estimate.  Staff is available to answer questions,    
            check personal information and collect forms at these events. 
 
 
 

UPDATED PROJECTS 
 

LAFPP STRATEGIC PLAN GOALS PAMPHLET 
Staff began drafting a Strategic Plan Goals pamphlet for distribution and posting to the 
LAFPP website. The pamphlet will provide information regarding LAFPP’s Vision, Mission, 
Values and strategic plan goals. In February 2015, the Board approved the 2015-18 Three-
Year Strategic Plan that will be used to develop, monitor and implement various projects to 
achieve the Board’s long-term goals.  
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PENSIONS DIVISION 

[UPDATE: Staff received a draft from the graphic designer. Executive staff is reviewing the 
first draft.]   
 
PENSION PERSPECTIVES – RETIRED/DROP MEMBERS 
Staff began drafting the newsletter for Retired and DROP members.  This issue will include 
articles on the 2015 COLA, Health Subsidy Information, BPP Web Passport and more.  The 
target distribution date is August 2015. 
 
[UPDATE: The newsletter was mailed to Retired and DROP members on August 11, 2015.] 

 
DOCUMENT IMAGING SYSTEM  
As part of the Strategic Plan, the Department has been working with its vendor, ViaTRON, 
to scan onsite historical files (“backfile documents”) into our document imaging system, 
Documentum.  A total of 581 boxes were sent to ViaTRON for backfile conversion. 
 
This project was not completed by June 30, 2014 as originally planned due to difficulties 
encountered in scanning LAFPP’s microfiche, as well as issues with the quality of 
ViaTRON’s work.  Staff implemented a Quality Assurance program with the assistance of 
five (5) additional temporary staff (Relief Retirement Workers).  
 
Quality Assurance (QA) testing progressed in 2014-15 as staff continued to find roughly two 
documents per box that had either unscanned pages or images that were cut off or 
distorted.  Staff decided to correct these minor errors in-house in order to keep the project 
on track. 
 
ViaTRON completed processing the microfilm documents and delivered the data to LAFPP 
in May.  This completes the data delivery for all documents scanned as part of the onsite 
backfile conversion. 
 
Staff began QA testing on microfiche documents scanned by ViaTRON in January and 
found microfiche with unscanned pages and image quality issues.  Staff analyzed the 
issues regarding LAFPP’s microfiche documents and determined it will not have ViaTRON 
reprocess the microfiche documents.  Instead, staff will maintain one set of original 
microfiche as a backup.  Staff will also purchase a new microfilm and microfiche scanner to 
replace LAFPP’s old microfiche and microfilm viewers.  The new scanner will be able to 
plug into LAFPP’s network, allowing staff to make corrections to improperly scanned 
microfiche as needed. 
 
[UPDATE:  In August, staff rolled over the final data for the Backfile Conversion project 
from the Documentum test server to the production server. 
 
Staff continues to correct the scanning errors identified in the paper documents and is on 
track to have error correction completed by the end of October.  Once error correction is 
complete, the backfile conversion of onsite documents will be finished.] 
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PENSIONS DIVISION 

 
 
 

UNCHANGED PROJECTS 
 

IRC OPERATIONAL COMPLIANCE AUDIT 
Staff began working with The Segal Company, our IRC operational compliance auditor, in 
late January/early February.  Staff provided a large number of documents to Segal in early 
February, including Summary Plan Descriptions for the various tiers, desk manuals, policies 
and procedures, and pertinent Charter/Administrative Code sections.  Segal conducted 
onsite interviews with key staff members on March 23rd and 24th. 
 
The first draft of the report was received from Segal on June 12th and the second on draft 
on August 7th. The final audit report was received on September 4th and is expected to be 
presented to the Board in October 1st. 
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ADMINISTRATIVE OPERATIONS DIVISION 
 
  

 
NEW 

 
PENSION ADMINISTRATION SYSTEM REPLACEMENT 

A Project Kickoff meeting was held on July 7, 2015 for staff to meet the Xerox 
project team and provide general overview of the project's goals and objectives, 
scope, team structure and roles, and activities for the next six months.  An 
overview of the Requirements Gathering process was conducted with subject 
matter experts from various business units which also introduced staff to the CPAS 
base system. Staff is also working with the Xerox team to develop and 
complete the various deliverables and planning documents required for the project 
initiation phase.  Requirements gathering sessions have also been scheduled to 
prepare for the requirements gathering phase of the project. 
 
A Project Charter is being developed among all parties, that will clearly define roles 
and responsibilities.  Also, an internal “project bulletin board” is being created to 
keep staff apprised of the project status.  
 
Finally, a Project Steering Committee was created and has met twice, on July 7th 
and August 19th.  The Committee will be responsible to oversee the project, track 
progress and manage risks as they arise. 
 
 

UPDATED PROJECTS 
 
BUSINESS CONTINUITY PLANNING/DISASTER RECOVERY 
 
Due to the build-out schedule of the new headquarters, the Business Continuity 
Planning/Disaster Recovery project has been divided into three separate 
implementations; production storage system upgrade, network upgrade, and 
virtualized disaster recovery.  The production storage system upgrade has been 
completed.  The network upgrade will be part of the headquarters build-out. The 
virtualized disaster recovery is currently being implemented and is expected to be 
completed by June 30, 2015. 
 
[UPDATE:  A couple of tests were performed in August to verify user access to the 
DR site.  Unfortunately, the tests failed because of Internet firewall configuration 
issues which have since been resolved.  Staff is working with Verizon to simplify 
the user access process and is scheduling additional tests in September to 
validate the procedures.] 
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ADMINISTRATIVE OPERATIONS DIVISION 
 
  

UNCHANGED PROJECTS 
 

OPEN DATA 
 

On December 18, 2013, Mayor Garcetti issued Executive Directive No. 3, directing 
City departments to make data freely available for use by the public.  Separately, 
the Controller’s Office created its own open data portal (ControlPanelLA) in 
October 2013.  As such, staff have been working with both the Mayor’s Office and 
Controller’s Office to provide data for these respective open data initiatives.  The 
Mayor’s Office is focused on publishing data commonly requested through public 
records requests and produced through our operations, while the Controller’s 
Office is focused on the monthly financial reporting.  While still being developed, 
the Mayor’s Open Data may include monthly, quarterly and annual updates such 
as: a summary of the investment portfolio, the investment allocation, disability 
application processing times, and the total pension roll and number of retired 
members.      
 
PERFORMANCE METRICS  
 
As part of the Mayor’s “Back to Basics” philosophy, the Mayor has directed 
departments to submit performance metrics that will measure the effectiveness of 
the departments in key areas.  Monthly, staff submits performance metrics to 
Mayoral staff including data in following areas:   payment of pension payments; 
disability applications; customer satisfaction; contractor disclosure; and investment 
benchmarks. Staff has also developed additional internal performance metrics for 
2015-16 which will be used in house to track and monitor productivity, performance 
and error rates, and make changes where necessary.  
 
LAFPP has been consistently providing the Mayor’s Office with monthly 
performance metrics and business plan project updates, which will continue in FY 
2015-16. In addition, the General Manager is expanding the use of performance 
metrics to better measure and track performance and assist management decision 
making, taking into consideration resource requirements needed to compile and 
analyze the data. 
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DEPARTMENT OF FIRE AND POLICE PENSIONS
BUDGET TO ACTUAL - RECEIPTS AND EXPENSES
As of August 31, 2015 (17% of year)   

VARIANCE
ACTUAL DIFFERENCE %

YEAR YEAR END (UNDER)/OVER (UNDER)/OVER

BUDGET TO DATE PROJECTIONS  (1) PROJECTED PROJECTED

RECEIPTS                                                                                                                                                                                                                        
General Fund 622,851,100$       622,851,100$       622,851,100$                        -$                    0%
Special Fund (Harbor) 4,237,083             4,237,083 4,237,083                              -$                    0%
Excess Benefit Plan (2) 563,500                563,500  1,018,273                              (454,773)$           -81%
Member Contributions 136,835,823         24,457,026           136,835,823                          -$                    0%
Earnings on Investments 355,440,000         57,890,755           355,440,000                          -$                    0%
Miscellaneous (3) 1,000,000             699,009 1,000,000                              -$                    0%
      Total Receipts 1,120,927,506$    710,698,473$       1,121,382,278$                     (454,773)$           0.0%

 

EXPENSES
Service Pensions 566,000,000$       94,547,017$         566,000,000$                        -$                    0%
Service Pensions - DROP payout 176,000,000         19,424,667 176,000,000$                        -$                    0%
Disability Pensions 120,000,000 18,758,957 120,000,000$                        -$                    0%
Surviving Spouse Pensions 122,000,000 19,497,426 122,000,000$                        -$                    0%
Minor/Dependent Pensions 2,000,000 419,477 2,000,000$                            -$                    0%
Refund of Contributions 3,500,000 481,182 3,500,000$                            -$                    0%
Health Insurance Subsidy 108,000,000 17,180,505 108,000,000$                        -$                    0%
Dental Insurance Subsidy 4,100,000 640,847 4,100,000$                            -$                    0%
Medicare Reimbursement 11,750,000 1,609,148 11,750,000$                          -$                    0%
Health Insurance Reimbursement 1,300,000 259,482 1,300,000$                            -$                    0%
Investment Management Expenses 88,221,204 0 88,221,204$                          -$                    0%
Administrative Expenses (4) 25,195,535 8,975,015             25,195,535$                          -$                    0%

     Total Expenses 1,228,066,739$    181,793,723$        1,228,066,739$                     -$                        0%

RECEIPTS OVER EXPENSES (107,139,233)$      528,904,750$       

YTD
CURRENT MOVING

MONTH AVERAGE

PENSION PAYROLL 87,776,637$         86,168,763$         

(1) Fiscal year-end report date.  
(2) Represents the City of Los Angeles General Fund earmarked to pay excess benefits including associated administrative costs in compliance with IRC Section 415.  In FY 2015-
16, funds totaling $454,773 will need to be re-appropriated from prior-years' available funds in addition to original budget of $563,500 for Excess Benefits Plan.
(3) Represents receipts from purchase of prior years' lost service time and recovery of prior years' pension overpayment.
(4) Actual Year to Date reflects Year-to-Date commitments.
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DEPARTMENT OF FIRE AND POLICE PENSIONS
BUDGET TO ACTUAL - ADMINISTRATIVE AND INVESTMENT MANAGEMENT EXPENSES
As of August 31, 2015 (17% of year) 

ADMINISTRATIVE EXPENSE (A) (B) (C) (D) (E) (F) (G) (H)
(A + B = C) (C - D = E) (C - F = G) (G / C = H)

YEAR TO DATE YR END DIFFERENCE
ADOPTED BUDGET ADJUSTED TOTAL REMAINING PROJECTED (UNDER)/OVER VARIANCE

ACCOUNT TITLE BUDGET CHANGES (4) BUDGET COMMITTED BALANCE EXP (1) PROJECTED % (2)

 
Salaries-General (3) 10,952,000      10,952,000    1,498,291           9,453,709      10,952,000     -                          0%

 

Salaries-As-Needed (3) 111,000          111,000         14,669                96,331           111,000          -                          0%

Overtime (3) 89,515            89,515           7,730                  81,785           89,515            -                          0%

  

Printing & Binding 36,154            36,154           36,154                -                     36,154            -                          0%

 

Travel 162,635          162,635         14,680                147,955         162,635          -                          0%

Transportation (3) 6,000              6,000             1,000                  5,000             6,000              -                          0%

Contractual Services 6,581,312       153,000       6,734,312      3,937,248           2,797,064      6,734,312       -                          0%

 
Medical Services 200,000          200,000         200,000              -                     200,000          -                          0%

 

Health Insurance 1,360,000       1,360,000      125,220              1,234,780      1,360,000       -                          0%

 

Dental Insurance 55,000            55,000           5,352                  49,648           55,000            -                          0%

Other Employee Benefits 40,000            40,000           6,640                  33,360           40,000            -                          0%

Retirement Contribution 3,108,000       3,108,000      3,036,752           71,248           3,108,000       -                          0%

Medicare Contribution 160,000          160,000         -                           160,000         160,000          -                          0%

Office & Administrative 771,919          16,000         787,919         81,752                706,167         787,919          -                          0%

Tuition Reimbursement 20,000            20,000           1,587                  18,413           20,000            -                          0%

Election -                      -                     -                           -                     -                      -                          0%

Furniture, Office & Tech -                      1,103,000    1,103,000      7,940                  1,095,060      1,103,000       -                          0%

Unappropriated Balance 270,000          270,000         -                           270,000         270,000          -                          0%

TOTAL ADMINISTRATIVE  
EXPENSES 23,923,535$   1,272,000$  25,195,535$  8,975,015$         16,220,520$  25,195,535$   -$                        0%

TOTAL INVESTMENT 
MANAGEMENT EXPENSES 88,221,204$   -$                 88,221,204$  -$                        $88,221,204 88,221,204$   -$                        0%

(1) Fiscal year-end projected expenditures
(2) Percentage difference between projected expenditures and the adusted budget.
(3) Year-to-Date Committed based on Pay Period 4 ending August 22nd.  
(4) Budget changes include: additional budget for new headquarters include $153,000 for IT Cabling and $767,000 for New Furniture (Total $920,000 in Contractual Services), 
$16,000 for Voice Over Internet Protocol (in Telephone Expenses), and $336,000 for New Upgrades (in Furniture, Office & Tech); Total of $1,272,000 was approved by the 
Board on July 16, 2015. The amount of $767,000 for New Furniture has been transferred from Contractual Services to Furniture, Office, & Tech. 
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DEPARTMENT OF FIRE AND POLICE PENSIONS 
Active, Expired, and Upcoming Contracts

August 31, 2015

Start Date Expiration 
Date

New 
Search 
Date

Vendor/  
Candidate 

Finalist Date

Contract    
Award / 
Renewal 

Date

SEARCH
Emerging Investment Manager - Large Cap Domestic 
Equity (Direct Hire) tbd tbd 11/20/14 11/20/14 07/02/15 07/02/15

Firms approved by Board: OakBrook 
Investments, Inc. and Redwood 
Investments, LLC. New contracts 
pending negotiation and execution.

SEARCH
Emerging Investment Managers - Domestic Fixed 
Income (Direct Hire) tbd tbd 06/05/14 06/05/14 06/18/15 06/18/15

Firms approved by Board: GIA Partners, 
LLC and Semper Capital Management, 
L.P. New contracts pending negotiation 
and execution.

SEARCH
Emerging Investment Managers - Small Cap and 
Micro-Cap (Direct Hire) tbd tbd 06/05/14 06/05/14 06/25/15 07/02/15

Firms approved by Board: Channing 
Capital Management, LLC (SCV), 
Granite Investment Partners (MC), and 
PHOCAS Financial Corporation (SCV). 
New contracts pending negotiation and 
execution.

558PEN
Boston Common Asset Management, LLC 
(International Equity Emerging Manager) 10/01/12 09/30/15 07/01/15 n/a n/a 08/06/15

New Contract No. 638PEN effective 
10/01/15 pending negotiation and 
execution. 

559PEN Loomis, Sayles & Co. LP (Fixed Income) 10/01/12 09/30/15 07/01/15 n/a n/a 08/20/15

New Contract No. 639PEN effective 
10/01/15 pending negotiation and 
execution. 

562PEN Northern Trust Investments, Inc. (Fixed Income) 12/01/12 11/30/15 09/01/15 n/a n/a
Staff recommendation to Baord 
scheduled for 10/15/15

563PEN
Scout Investments, Inc. -  Reams Asset 
Management Division (Fixed Income) 12/01/12 11/30/15 09/01/15 n/a n/a

Staff recommendation to Baord 
scheduled for 10/15/15

566PEN Glass, Lewis, & Co., LLC (Proxy Voting Services) 01/01/13 12/31/15 10/02/15 n/a n/a
Staff recommendation to Board 
scheduled for 11/05/15.

567PEN
Heitman Capital Management, LLC (Real Estate 
Separate Account) 01/01/13 12/31/15 10/02/15 n/a n/a

Staff recommendation to Board 
scheduled for 11/05/15.

565PEN
Northern Trust Investments, Inc. (International 
Equity) 01/01/13 12/31/15 10/02/15 n/a n/a

Staff recommendation to Board 
scheduled for 11/05/15.

568PEN
Sentinel Trust Company (Real Estate Separate 
Account) 01/01/13 12/31/15 10/02/15 n/a n/a

Staff recommendation to Board 
scheduled for 11/05/15.

569PEN R.V. Kuhns & Associates, Inc. (General Consultant) 03/18/13 02/28/16

584PEN Portfolio Advisors, LLC (Private Equity - Specialized) 04/01/13 03/31/16

570PEN Portfolio Advisors, LLC (Private Equity) 04/01/13 03/31/16

578PEN
Brandes Investment Partners, LP (International 
Equity) 08/01/13 07/31/16

576PEN Daruma Asset Management, Inc. (Domestic Equity) 08/01/13 07/31/16

577PEN Fisher Asset Management, LLC (International Equity) 08/01/13 07/31/16

583PEN
Scout Investments, Inc. -  Reams Asset 
Management Division (Fixed Income - TIPS) 09/01/13 08/31/16

582PEN AllianceBernstein, LP (Commodities) 10/01/13 09/30/16

580PEN Northern Trust Company (Custodian Bank) 10/01/13 09/30/16

586PEN
Robeco Investment Management, Inc. (Boston 
Partners) (Domestic Equity) 11/01/13 10/31/16

589PEN
Principal Global Investors, LLC (Global REIT 
Manager) 12/01/13 11/30/16

587PEN Principal Global Investors, LLC (U.S. REIT Manager) 12/01/13 11/30/16

590PEN AllianceBernstein, LP (Domestic Equity) 01/01/14 12/31/16

585PEN Harding Loevner (International Emerging Markets)                                     02/01/14 01/31/17

535PEN The Townsend Group (Real Estate Consultant) 02/01/14 01/31/17

595PEN
FIS Group, Inc. (International Manager of Emerging 
Managers) 07/01/14 06/30/17

596PEN
MacKay Shields, LLC (Fixed Income - High Yield 
Bond) 07/01/14 06/30/17

594PEN
Attucks Asset Management (Domestic Equity - 
Manager of Emerging Managers - Small Cap) 08/01/14 07/31/17

598PEN Chicago Equity Partners LLC (Domestic Equity) 08/01/14 07/31/17

599PEN
Los Angeles Capital Management and Equity 
Research, Inc. (Domestic Equity) 08/01/14 07/31/17

602PEN
Payden & Rygel (Unconstrained Fixed Income 
Manager) 08/01/14 07/31/17

600PEN Research Affiliates LLC (Domestic Equity) 08/01/14 07/31/17

601PEN
Scout Investments, Inc. - Reams Asset Management 
Division (Unconstrained Fixed Income Manager) 08/01/14 07/31/17

INVESTMENTS

Contract  Vendor / Services

Contract Term                   
Market 

Cessation 
Start Date1

Board Authorization Date

Comments
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DEPARTMENT OF FIRE AND POLICE PENSIONS 
Active, Expired, and Upcoming Contracts

August 31, 2015

Start Date Expiration 
Date

New 
Search 
Date

Vendor/  
Candidate 

Finalist Date

Contract    
Award / 
Renewal 

Date

Contract  Vendor / Services

Contract Term                   
Market 

Cessation 
Start Date1

Board Authorization Date

Comments

604PEN
Kleinwort Benson Investors (Commodities Active 
Equity Manager) 10/01/14 09/30/17

605PEN Mellon Capital (Commodities Active Equity Manager) 10/01/14 09/30/17

613PEN
Dimensional Fund Advisors LP (International 
Emerging Markets) 01/01/15 12/31/17

614PEN
BlackRock Institutional Trust Company (International 
Equity) 02/01/15 01/31/18

618PEN AllianceBernstein, L.P. (Global REIT) 03/02/15 02/28/18

615PEN Baillie Gifford Overseas Limited (International Equity) 03/01/15 02/28/18 01/15/15

624PEN
Frontier Capital Management Company, LLC 
(Domestic Equity) 07/01/15 06/30/18 05/07/15

621PEN
Gresham Investment Management (Enhanced Index 
Commodity Manager) 07/28/15 06/30/18 03/05/15

622PEN
Goldman Sachs Asset Management (Enhanced Index 
Commodity) 07/16/15 07/15/18 03/05/15

629PEN LM Capital Group, LLC (Fixed Income) 09/01/15 08/31/18 07/02/15

608PEN
Iron Mountain Secure Shredding, Inc. (Secure 
Document Shredding) 07/01/15 06/30/16

65515 ACP Second Street, LLC (Building Lease) 12/15/86 04/14/17

RFP Financial Planning Education and Counseling tbd tbd 06/04/15 RFP closed on 08/20/15.

560PEN
Cambridge Financial Partners (Financial Planning 
Education Consultant) 11/15/12 11/14/15

Contract services out to bid; see RFP 
above.

571PEN FiftyX, Inc. (Graphic Design) 03/15/13 03/14/16

630PEN Something Special (Catering) 07/16/15 07/15/16

607PEN The Cherry Hill (Website Design and Support) 10/01/14 09/30/17

RFP Investigative Services Contractor 09/01/15 08/31/18 03/05/15 08/06/15

Contractors approved by Board: Alpha-
One Investigations and Examination 
Management Services, Inc. (dba ICS 
Merrill). Contracts pending execution.

623PEN U.S. Legal Support (Court Reporting) 07/01/15 06/30/16

593PEN R.V. Kuhns & Associates, Inc. (Fee Recalculation) 04/01/14 06/30/15
01/15/15 Staff presentation to Board on 

08/20/15.

555PEN Brown Armstrong Accountancy Corporation 07/19/12 07/18/16 05/07/15

NEW Steptoe & Johnson LLP (Tax Services) tbd tbd 06/18/15 Contract currently under negotiation.

-
Berstein Liebhard (Securities Litigation/Monitoring 
Services) 03/15/08 03/14/11

C-113252
Kaplan Fox & Kilsheimer, LLP (Securities 
Litigation/Monitoring Services) 03/15/08 03/14/11

-
Kessler Topaz Meltzer & Check (Securities 
Litigation/Monitoring Services) 03/15/08 03/14/11

-
Robbins Geller Rudman & Dowd (Securities 
Litigation/Monitoring Services) 03/15/08 03/14/11

C-122059 Ice Miller, LLP (Tax Services) 06/16/12 06/15/15 06/18/15 Contract currently under negotiation.

C-123109 Foster Pepper, PLLC (Investment Services) 06/16/13 06/15/16

C-123047 Nossaman, LLP (Investment Services) 08/01/13 07/31/16

C-123757 Reed Smith, LLP (Fiduciary Services) 10/01/13 09/30/16

C-125199 Nossaman, LLP (Fiduciary Services) 11/10/14 11/09/17

C-123569 Nossaman, LLP (Legal Representation) 09/15/13
until 

completion

C-121678 Reed Smith, LLP (Legal Representation) 08/02/12
until 

completion

Los Angeles City Employee Retirement System 
(Health and Dental Plan Subgroups) 08/22/11 07/31/14 Contract currently under negotiation.
United Firefighters of Los Angeles City                                  
(Medical and Dental Insurance Administration) 09/01/11 08/31/14 Contract currently under negotiation.

COMMUNICATIONS AND SPECIAL PROJECTS

DISABILITY PENSION

INTERNAL AUDIT 

LEGAL SERVICES

MEDICAL AND DENTAL BENEFITS

ADMINISTRATIVE SERVICES

21



DEPARTMENT OF FIRE AND POLICE PENSIONS 
Active, Expired, and Upcoming Contracts

August 31, 2015

Start Date Expiration 
Date

New 
Search 
Date

Vendor/  
Candidate 

Finalist Date

Contract    
Award / 
Renewal 

Date

Contract  Vendor / Services

Contract Term                   
Market 

Cessation 
Start Date1

Board Authorization Date

Comments

Los Angeles Firemen's Relief Association                            
(Medical Insurance Administration) 07/01/14 06/30/17 04/16/15
Los Angeles Police Relief Association                                   
(Medical and Dental Insurance Administration) 07/01/14 06/30/17 03/19/15
Los Angeles Police Protective League                                  
(Dental Insurance Administration) 08/01/14 07/31/17

574PEN Keenan & Associates, Inc. (Health Consulting 
Services) 03/01/13 02/29/16

573PEN ViaTRON Systems, Inc. 03/07/13 03/06/16

609PEN
Segal Consulting (Internal Revenue Operational 
Compliance Audit) 01/01/15 12/31/15

625PEN
The Segal Company (Western States), Inc. (Actuarial 
Consulting Services) 07/01/15 06/30/18 03/19/15

521PEN Northern Trust Company (Benefit Payment System) 05/20/13 05/19/16

603PEN
Center for Internet Security, Inc. (Network Security 
Monitoring) 03/01/14 02/28/17

610PEN EMC Corporation (Documentum) 10/01/14 09/30/17

611PEN Verizon Terremark (Disaster Recovery Services) 12/04/14 12/03/17

552PEN Buck Consultants, LLC (OnPoint Software) 05/01/12 04/30/18 04/02/15

616PEN AT&T (CALNET3 Phone) 11/15/13 06/30/18

617PEN AT&T (CALNET3 Data) 11/15/13 06/30/18

619PEN Verizon (CALNET3 Phone) 11/15/13 06/30/18

620PEN Verizon (CALNET3 Data) 03/26/14 06/30/18

575PEN
LRWL, Inc. (Pension Administration System 
Consulting Services) 06/01/13 12/31/18 05/21/15

626PEN
Xerox State and Local Solutions, Inc. (Pension 
Administration System) 07/02/15 07/01/23 05/21/15

Subscription 
Agreements Bridgewater Associates, Inc. (TIPS and Pure Alpha) 07/31/08 n/a on-going

HEDGE FUND OF FUNDS PARTNERSHIP AGREEMENTS2

N/A

PENSIONS DIVISION (EXECUTIVE)

SYSTEMS

1 Marketing Cessation:  The purpose of this policy is to prevent, and avoid the appearance of, undue influence on the Board or any of its members in the award of all contracts. In accordance with Section 9.0 of the Investment 
Policy, from the time the search begins with the Board’s approval of the minimum criteria for the search until the search ends with the selection of the firm(s) to receive the contract(s), all direct marketing contact with firms 
that meet the search criteria will be limited to meetings with the Consultant, information sent to the Consultant or Department, questions about the search directed to the Staff or Consultant, one meeting at the 
Department’s office with Staff and any site visits. The Board members, Department Staff or Consultant will accept no entertainment or gifts of any kind from any firm qualifying for the search. This policy does not prohibit 
contact with potential interview candidates at group social events, educational seminars, conferences, or charitable events so long as there is no direct marketing.  
 
During the three months prior to the renewal of a contract with a firm currently under contract, the Board Members, Department Staff and Consultant will accept no entertainment or gifts from that firm until the contract has 
been renewed or terminated by the Board. Firms who currently have contracts with the Los Angeles Fire and Police Pension System are allowed to continue contact related to the existing contract with Staff and Consultant.  
 
 2 Hedge Fund of Funds do not have contracts like our other managers. They have limited partnership agreements that do not have a fixed expiration date. They are on this list to include them in our regular three-year 
manager review process.  
 
*Expired contracts are listed in red. Expired Investment contracts will remain on the list if the market cessation period is active and until a new contract is awarded.  
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M I N U T E S 

 

OF THE 

 

BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 

 

GOVERNANCE COMMITTEE MEETING OF MAY 21, 2015 
 

The Governance Committee and members of the Board of Fire and Police Pension Commissioners of the 
City of Los Angeles met at the LACERS Board Room, located at the Los Angeles Times Building, 202 W. 
First Street, Suite 500, Los Angeles 90012 on Thursday, May 21, 2015.  
 
COMMITTEE 
 MEMBERS PRESENT: Sam Diannitto, Chair (telephonic participation) 
       Belinda Vega 
       Robert von Voigt 
 
COMMITTEE 
 MEMBER ABSENT:  Pedram Salimpour 
        
OTHER BOARD MEMBERS:  Ruben Navarro 
 
GOVERNANCE COMMITTEE 
  SUPPORT STAFF:  William Raggio, Executive Officer  
 
DEPARTMENT OF FIRE AND  
 POLICE PENSIONS:   Raymond P. Ciranna, General Manager  
   William Raggio, Executive Officer 
       Tom Lopez, Chief Investment Officer 
       Joseph Salazar, Assistant General Manager 
       Barbara Nobregas, Commission Executive Assistant 
 
CITY ATTORNEY’S OFFICE: Alan Manning, Assistant City Attorney 
 
Chair Diannitto called the meeting to order at 8:34 a.m. All of the above Commissioners were present at 
the start of the meeting. The meeting was chaired by Commissioner Vega since Chair Diannitto 
participated telephonically.   

 

Items 2, 3, and 4 were taken Out of order. 
 
 2. REVIEW OF BOARD OPERATING POLICIES AND PROCEDURES, SECTION 1.0 AND 

POSSIBLE COMMITTEE ACTION 
 

 Ms. Diana Pointer, Interim Section Manager, Administrative Services stated that the 
recommendation to amend Section 1.0 regarding the Ethics Responsibilities to the Board, the 
General Manager, and staff was to improve clarity and reflect recent statutory changes. 
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MOTION 
 

Commissioner von Voigt moved that the Governance Committee recommend that  the Board 
amend Board Operating and Procedures Policies, Section 1.0 – Ethics Responsibilities for Board 
Members, the General Manager, and Staff, to improve clarity and reflect recent statutory changes, 
seconded by Commissioner Vega and approved by the following vote: ayes, Commissioners Vega, 
von Voigt, and Chair Diannitto – 3; nays, none. 

 
 3. REVIEW OF BOARD GOVERNANCE POLICIES, SECTION 2.0 AND POSSIBLE COMMITTEE 

ACTION 
 

Ms. Stephanie Clements, Chief Management Analyst, Administrative Operations stated the 
changes to Policy Section 2.0 were to update the Mission Statement, add the Vision Statement 
and include a review period of every three years. 
 

MOTION 
 

Commissioner Vega moved that the Governance Committee recommend that the Board amend 
Board Governance Policies, Section 2.0 – Governance Principles to reflect recent changes, 
seconded by Commissioner von Voigt and approved by the following vote: ayes, Commissioners 
Vega, von Voigt, and Chair Diannitto – 3: nays, none. 

 
 4. REVIEW OF BOARD GOVERNANCE POLICY, SECTION 17.0, CITY ATTORNEY 

PERFORMANCE EVALUATION POLICY, AND SURVEY INSTRUMENT AND POSSIBLE 
COMMITTEE ACTION 

 
 Ms. Stephanie Clements stated that the evaluation rating scale was changed from 1 - 4 to 1 - 5, in 

sync with the general manager’s evaluation. The evaluation will be used for the current review 
period of FY 2014-15.  
 

MOTION 
 

Commissioner Vega moved that the Governance Committee recommend that the Board: 
 
 

1) Amend the current Board Governance Policy, Section 17.0, City Attorney Performance 
Evaluation Policy, and survey instrument to adjust the rating scale and revise formatting; and,  

 
2) Direct the General Manager to use the new survey instrument beginning with Fiscal Year (FY) 

2014-15, seconded by Commissioner von Voigt and approved by the following vote: ayes, 
Commissioners Vega, von Voigt and Chair Diannitto – 3; nays, none. 

 
 1. GENERAL PUBLIC COMMENTS ON MATTERS WITHIN THE COMMITTEE’S JURISDICTION 
  
  Ms. Elsa Moy gave a public comment. 

 



Minutes of the Board of Fire and Police Pension Commissioners 
Governance Committee of May 21, 2015 
Page 3 
 

 

 
 The meeting adjourned at 8:41 a.m.  

 
 
 

                                      
            President  
 
   
                                                                       Secretary 
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