
 
 

  
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. COMMITTEE REPORTS 
 

1. CITY MANAGEMENT AUDIT RECOMMENDATION ASSIGNED TO THE MEDICAL 
AND DENTAL BENEFITS SECTION AND POSSIBLE BOARD ACTION 
 

B. ITEMS FOR BOARD ACTION 
 

1. REVIEW OF REAMS ASSET MANAGEMENT FIXED INCOME CONTRACT AND 
POSSIBLE BOARD ACTION 

 
2. REVIEW OF NORTHERN TRUST INVESTMENTS, INC. INDEX FIXED INCOME 

CONTRACT AND POSSIBLE BOARD ACTION  
 

3. CONSIDERATION OF MARTHA WETZEL’S REQUEST TO TRANSFER FROM TIER 
3 TO TIER 5 AND POSSIBLE BOARD ACTION 

 
AGENDA 

 
BOARD OF FIRE AND POLICE PENSION 

COMMISSIONERS 
 

October 1, 2015 
8:40 a.m. or immediately following the Audit 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 

 

http://www.lafpp.com/
mailto:rhonda.ketay@lafpp.com
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4. RISK ASSESSMENT SURVEY TO DEVELOP THE 2016 ANNUAL AUDIT PLAN AND 

FORECAST   
 
5. APPROVAL OF 2016 BOARD MEETING SCHEDULE AND POSSIBLE BOARD 

ACTION  
 
6. PRESENTATION OF INTERNAL REVENUE CODE OPERATIONAL COMPLIANCE 

AUDIT AND POSSIBLE BOARD ACTION 
 

C. REPORTS TO THE BOARD 
 

1. PRESENTATION BY ALLIANCEBERNSTEIN 
 
2. PRESENTATION BY PRINCIPAL GLOBAL INVESTORS 
 
3. Has any Board Member made any expenditure to influence State legislative or 

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

and Filed.  
 
5. General Manager’s Report 
 

a. Benefits Actions approved by General Manager on September 16, 2015 
 
b. Other business relating to Department operations 

 
D. COMMITTEE CALENDAR  
 

1. Audit Committee – Last met: 07/16/15; next meeting: 10/01/15 
 
2. Benefits Committee – Last met: 09/16/15; next meeting: 10/01/15 
 
3. Governance Committee – Last met: 08/06/15; next meeting: 11/05/15 

 
E. CONSENT ITEMS 
 

Approval of Minutes of the Regular Board meetings of May 21st and June 4th, 2015 
 

F.  CONSIDERATION OF FUTURE AGENDA ITEMS 
 
G. GENERAL PUBLIC COMMENT ON MATTERS WITHIN THE BOARD’S JURISDICTION 
 
H.  DISABILITY CASES 
 
 Alternative 1 
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Police Officer II Heather R. Kowalczyk.  Officer Kowalczyk will be represented by Thomas 
J. Wicke, Esq. of Lewis, Marenstein, Wicke, Sherwin and Lee. 

 
 Dependent Child Peter S. Stafford.  Mr. Stafford will be representing himself. 
 
I. CLOSED SESSION ITEMS FOR POSSIBLE BOARD ACTION  
 

1. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54956.81 TO 
CONSIDER THE PURCHASE OF ONE (1) PARTICULAR, SPECIFIC INVESTMENT 
AND POSSIBLE BOARD ACTION 

 
2. 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 
305/333 ROCK CORP. vs. CONTINENTAL COMMERCIAL PRODUCTS, LLC 
(CIRCUIT COURT OF ST. LOUIS COUNTY, STATE OF MISSOURI, CASE NO. 
13SL-CC03974) 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:            OCTOBER 1, 2015 ITEM:  A.1  
 
FROM: BENEFITS COMMITTEE 

GEORGE ALIANO, CHAIR 
PEDRAM SALIMPOUR, VICE CHAIR 
ADAM NATHANSON (ABSENT) 
RUBEN NAVARRO 

 
SUBJECT: CITY MANAGEMENT AUDIT RECOMMENDATION ASSIGNED TO THE 

MEDICAL AND DENTAL BENEFITS SECTION AND POSSIBLE BOARD ACTION 
 

RECOMMENDATION 
 
That the Board: 
 
1. Review the following analysis from the Medical and Dental Benefits Section regarding Hewitt 

EnnisKnupp Audit Recommendation #32; and, 
 

2. Review and determine that the existing controls are adequate and acceptable. 
 

BACKGROUND 
 
On March 12, 2014, the City Controller’s Office released the City Management Audit, also referred 
to as the Hewitt EnnisKnupp (HEK) Management Audit Final Report of the Los Angeles Fire and 
Police Pension Fund.  O n October 2, 2014, the Benefits Committee assigned HEK Audit 
Recommendation #32 to the Medical and Dental Benefits (MDB) Section for further analysis and 
comment.   
 
HEK’s audit found LAFPP’s control environment in the benefits area to be generally adequate, but 
with some limitations to its effectiveness.  The limitation cited in HEK audit recommendation #32 
highlights that changes and additions to the monthly pension roll for the healthcare subsidy are 
not subject to the same verification process as all other monthly pension roll payments. 
 
HEK Audit Recommendation #32: 
 

LAFPP Management should subject the healthcare subsidy program to the same 
accounting verification process as all other monthly pension roll payments. 
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DISCUSSION 
 

MDB staff consulted with staff from DROP/Service Pensions, Retirement Services, Accounting, 
and Internal Audit Sections to compare the review process for medical and dental subsidy 
transactions to the processing of pension payments.  Accounting Staff noted that HEK was under 
the impression that all new or changed pension payments are recalculated by the Accounting 
Section.  Staff also identified several important differences between the medical and dental 
subsidy payment process and the pension payment process that may not have been considered 
by HEK when forming their recommendation. 
 
HEK’s Understanding of Accounting Section’s Role in Benefit Payments 
HEK stated in its audit report that each new member payment is independently recalculated by 
staff of the Accounting Section and then reviewed by a Senior Accountant.  However, not all new 
pension payments are reviewed in this manner.  Accounting reviews all new pension payments 
and only recalculates the benefit if they result in an amount different than the pensioner’s normal 
monthly payment (i.e., retroactive payments). 
 
For example, if a member retired on April 16th and received his or her first pension check on May 
31st, the first check would be r etroactive to April 16th.  T his check would be r eviewed by 
Accounting Section because it contains the normal May monthly payment along with a retroactive 
amount for April.  If another member retired on May 1st and received his or her first check on May 
31st, this payment would be r eviewed by Accounting Section but would not be r ecalculated by 
Accounting as it contains no deviation from the regular monthly benefit amount. 
 
Timing of Pension Benefit Processing versus Healthcare Subsidy Processing 
Staff must have all new additions and changes to pension payments entered into Benefit Payment 
Passport (BPP), LAFPP’s pension payment system, by a deadline that ranges from the 18th to the 
21st of each month for payments made at the end of that same month.   
 
Typically, a member exiting DROP or retiring on a Service Pension will receive their first pension 
check at the end of the following month after their retirement date.  Furthermore, members who 
are retiring or exiting DROP are encouraged to contact LAFPP six weeks prior to their exit or 
retirement date.  As a result, there is typically between three and six weeks for benefits staff to 
calculate a new pension payment, have the calculation approved by a supervisor, and submit the 
new payment to Accounting Section for review and approval.   
 
Nearly all LAFPP pensioners receive their medical and dental benefits from a u nion or an 
employee association (collectively referred to as “the Associations”).  T he Associations provide 
LAFPP with a l ist of pensioners adding coverage under their plans, making plan changes, or 
cancelling coverage each month.  The reports containing this information are due to LAFPP 
between the 7th and 9th of each month for pension payments made at the end of the same month.  
Staff then uploads these transactions into OnPoint, our current pension administration system, 
which automatically calculates the medical and dental subsidy amounts for each eligible 
pensioner.  T he results of the OnPoint calculations are then loaded to the BPP system for 
payment. 
 
Given the deadline for entering any new medical or dental subsidy payments or modifying existing 
payments into BPP, MDB staff has between 11 and 15 calendar days to process all medical and 
dental transactions, calculate any retroactive subsidy amounts (retroactive subsidy amounts are 
not calculated by OnPoint), and enter these into BPP for payment.  This brief timeline does not 
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allow sufficient time for Accounting Section to review MDB transactions in detail before pension 
payments are made. 
 
Transaction Volume 
There are many more medical and dental transactions each month compared to pension payment 
transactions.  F or the 12-month period ending June 30, 2015, there were a c ombined monthly 
average of 45 DROP exits, service pensions, and new survivor pensions processed.  For this 
same period, there were an average of 234 medical and dental transactions processed each 
month. 
 
The medical and dental transaction volume spikes twice each year due to premium and subsidy 
changes.  The premium and subsidy changes effective January 1, 2015 g enerated 15,411 
transactions.  Changes effective July 1, 2015 resulted in 14,486 transactions.  The overwhelming 
majority of these changes are processed automatically by the OnPoint system.  S taff manually 
intervenes in the handful of cases where OnPoint does not calculate the medical subsidy correctly 
for a particular plan code. 
 
OnPoint Provides Automated Calculation of Subsidies 
The medical and dental transactions received from the Associations are uploaded into the 
OnPoint system.  O nPoint then calculates the subsidy for each affected member for the next 
pension roll. 
 
Staff has reviewed OnPoint’s ability to calculate medical and dental subsidies in detail.  Staff has 
found OnPoint calculates all dental subsidies and t he vast majority of medical subsidies 
accurately.  Staff reviews incoming transactions to identify the few plan codes for which OnPoint 
cannot calculate the medical subsidy correctly.  Staff then performs these calculations manually 
and overrides the erroneous OnPoint calculation.  On average, there are one to two pensioners in 
any given month who are in a medical plan code for which OnPoint cannot correctly calculate the 
medical subsidy. 
 
Controls Regarding Medical and Dental Subsidies Currently in Place 
There are controls for medical and dental subsidies currently in place that both MDB and 
Accounting staff agree are adequate to prevent errors and detect those that do occur. 
 

• Factors impacting medical and dental subsidy calculations, such as the retired member or 
survivor’s age and years of service are already verified during the pension payment process.   

 
• Premiums for all plans are also entered into the OnPoint database and tested for accuracy 

whenever premiums change. 
 

• MDB reviews incoming transactions to identify situations where OnPoint does not calculate 
the pensioner’s medical subsidy correctly. 
 

• In manual calculation of retroactive subsidies, MDB has a multi-step approval process.  A 
Benefits Specialist performs the retroactive calculation.  The calculation is then reviewed by 
both an Analyst in the MDB Section and by the Section Manager before payment is made. 
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• Each Association receives the details of the medical and dental transactions and retroactive 
calculations performed each month.  The Associations review these calculations and contact 
MDB staff should they find any discrepancy. 
 

• MDB performs an audit of transactions and retroactive calculations after the close of the 
pension roll each month.  MDB has used this process to identify errors, and has also used 
lessons learned from this process to identify problems and reduce the risk of errors 
occurring. 

 
SUMMARY 
 
Given the narrow window of time between when medical and dental transactions are submitted to 
MDB, the volume of transactions involved, OnPoint’s ability to calculate most medical and dental 
subsidies correctly, and the controls currently in place, staff does not recommend Accounting 
perform additional verification of health subsidy amounts during the pension payroll process. 
 
The Committee concurs with staff’s analysis and recommends the Board determine that the 
existing systems and controls are adequate and acceptable. 
 
BUDGET 
 
No impact on the Fiscal Year 2015 – 2016 budget as recommended. 
 
POLICY  
 
No policy changes are recommended. 
 
 
This report was prepared by:  
 
Robyn L. Wilder, Interim Manager 
Medical & Dental Benefits Section 
 
RPC:JS:RLW 



 

 

 
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:            OCTOBER 1, 2015 ITEM:  B.2  
 
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 
 
SUBJECT: REVIEW OF NORTHERN TRUST INVESTMENTS, INC. INDEX FIXED INCOME 

CONTRACT AND POSSIBLE BOARD ACTION 
 

RECOMMENDATION 
 
That the Board: 

 
1. Approve a new three-year contract with Northern Trust Investments, Inc.; 

 
2. Authorize the General Manager to negotiate and a pprove the terms and conditions of a 

contract with Northern Trust Investments, Inc. for services for the period December 1, 2015 
through November 30, 2018; and, 

 
3. Authorize the President of the Board, on behalf of the Board, to execute the contract with 

Northern Trust Investments, Inc. for index fixed income management services, subject to the 
approval of the City Attorney as to form.  

 
 
BACKGROUND 
 
Northern Trust Investments, Inc. was hired by the Board in December 2003 as an index fixed 
income manager.  Northern Trust’s index fixed income contract was renewed in 2006, 2009 and 
2012.  Their current index fixed income contract will expire on November 30, 2015.  
 
 
DUE DILIGENCE REVIEW 
 
Staff requested that Northern Trust complete a comprehensive questionnaire as a component of the 
due diligence process. Key areas that were addressed in this review included assets under 
management, ownership, personnel, investment style, risk control and investment performance. 
 
 
ASSETS UNDER MANAGEMENT 
 
As of June 30, 2015 Northern Trust Investments, Inc. managed approximately $945.6 billion in 
assets for 652 institutional clients.  In its passive domestic fixed income strategies the firm managed 
approximately $28.4 billion in 11 accounts as of June 30, 2015, an increase of approximately $3.7 
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billion over the $24.7 billion managed for the same number of accounts as of December 31, 2012.   
 
The Board’s portfolio value increased about $129.2 million during this review period, from $541.6 
million on December 1, 2012 to $670.8 million on June 30, 2015. This is due i n part to Fund  
rebalancing actions in which $100 million was added to the account on September 30, 2013 and 
$50 million was added to the account on March 19, 2015. In addition, monthly income withdrawals 
during the contract period totaled approximately $45.5 million. 
 
Northern Trust Investments, Inc. also manages the Board’s passive International Small Cap Equity 
mandate.  In addition, the Northern Trust Company is the Fund’s custodial bank. 
 
 
OWNERSHIP 
 
The Northern Trust Corporation (NTC), headquartered in Chicago Illinois, was founded in 1889.  
NTC has 82 offices in 18 U.S. states and has international offices in 16 locations in North America, 
Europe, the Middle East and the Asia-Pacific region.   
 
Investment services are provided to Los Angeles Fire & Police Pensions through Northern Trust 
Investments, Inc, a US registered investment advisor and Illinois state chartered bank with trust 
powers, and a w holly owned subsidiary of the Northern Trust Company. The Northern Trust 
Company, an I llinois state chartered bank, is a wholly owned subsidiary of the Northern Trust 
Corporation.  
 
There have been no changes to the ownership structure of the firm during the last three years, and 
no changes are planned for the future.   
 
 
PERSONNEL 
 
There have been no changes in the key personnel responsible for the investment strategy since 
2009.  Brandon Ferguson is the lead Portfolio Manager for the Board’s account with David 
Alongi’s oversight.  M r. Alongi, Director of Index Fixed Income Management, is responsible for 
Northern Trust’s index fixed income portfolios. He reports to Colin Robertson, Managing Director 
of Fixed Income.  There has been little turnover of the Index Fixed Income team since December 
1, 2012. The Board’s Investment Relationship Manager is Richard Clark and the Client Service 
Person is Frederick J. Porzelt. 
 
INVESTMENT STYLE 
 
The Board's Investment Policy specifies that the performance benchmark for this strategy is the 
Barclays US Aggregate Bond Index (Barclays Agg).  The index is a market capitalization-weighted 
index, meaning the securities in the index are weighted according to the market size of each bond 
type. The index holds more than 9,000 investment grade fixed income securities that are medium 
term with an av erage maturity of about 4.57 years. The index includes Treasury securities, 
mortgage-backed bonds, foreign bonds, government agency bonds and corporate bonds.  
 
Northern Trust Investments, Inc. uses a stratified sampling technique in constructing its portfolio.  
Stratified sampling is an i ndexing strategy in which the manager divides the index holdings into 
groups across a v ariety of characteristics.  This technique provides similar risk and return 
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characteristics to the index while maintaining cost-effectiveness.  Northern Trust’s sampling process 
uses “characteristics matching” in which the portfolio managers strive to match the index’s interest 
rate sensitivity (duration, convexity, maturity), sector and quality breakdown, option and prepayment 
characteristics, yield curve distribution, credit ratings, and coupon makeup so they do not have to 
fully replicate the index. The Board’s account currently holds approximately 2,520 securities.   
 
By contrast, for an equity index account such as the S&P 500, a passive manager would usually 
invest in the index’s same 500 stocks, i.e., replicate the index. However, for a broad bond index 
such as the Barclay’s Agg it would be quite difficult to invest in every security included in the index. 
The two main concerns would be availability and transaction costs. A bond held in the index that 
has a small issue size, such as $250 million, might not be traded frequently and thus would not be 
available for purchase for long periods of time. Many long term investors are content to hold bonds 
until maturity while earning the interest income, and the bonds never come on the market. 
 
The second concern is the transaction costs of trading an odd lot size or a bond with a small 
issuance. An odd lot size for bonds usually equates to a t ransaction size of less than $1million. 
When a manager approaches a dealer to trade a bond with an odd lot size, the bid and offer spread 
– the price difference between buy and sell – is quite a bit wider than a round institutional lot. For 
example, a corporate bond in a round lot might be quoted as $99 3/8 on the bid side and $99 ½ on 
the offer side (the spread between bid and offer is only 1/8 of a point). For a small odd lot size, the 
bond might be quoted at $99 on the bid side and $100 on the offer side (the bid and offer spread is 
1 point or 1%). In that case if a manager purchased the bond in an odd lot size at $100 and soon 
after decided to sell at $99 the manager would lose 1% immediately (vs. 1/8% for round lots). Even 
for a large passive bond account of $500 million, trying to replicate an index that has over 9,000 
securities would result in a substantial amount of odd lot positions. Consequently the account would 
incur significant transaction expenses that would detract from performance.      
 
 
INVESTMENT PERFORMANCE 
 
The objective of this passive fixed income portfolio is to provide risk and return characteristics that 
closely approximate those of the securities in the underlying index, and consequently there should 
normally be very little variance in performance from its benchmark.     
 
Since inception, the portfolio has tracked its benchmark within 1 basis point. For other periods 
including 1-year, 3-year and 5-year periods ending June 30, 2015 the differences between the 
portfolio gross returns and the benchmark returns ranged from 4 basis points to -1 basis points (a 
range that is considered solid for an index manager).  For individual calendar years (2010-2015), 
the return differences were higher for certain years largely attributed to pricing source, trading cost 
and sampling.  Since bonds do not trade on exchanges, monthly valuations can be different when 
different pricing vendors are used. On average, the pricing difference tends to even out over a 
period of time.  
 
Performance return information is shown in Attachment I.  
 

CONCLUSION 
 
Overall, Northern Trust Investments, Inc has been a successful index fixed income manager. The 
portfolio team has been stable and its investment management style remains intact.  Based on the 
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Board’s general consultant RVK’s database, the firm’s current fees are among the lowest of all the 
passive fixed income managers.  Staff recommends renewal of the contract for an additional three 
years.  The Board’s general consultant, RVK, concurs with Staff’s recommendation. 
 
BUDGET 
 
There would be no impact on the current budget upon approval of this recommendation.  .    
 
 
This report was prepared by:  
 
Miki Shaler 
Cash Management Officer 
 
RPC:TL:RR:DN:MS 
 
Attachments:   Attachment I – Northern Trust Performance Analysis 
                        Attachment II – RVK Renewal Recommendation 



 

 

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:            OCTOBER 1, 2015   ITEM:  B.4  
 
FROM:  RAYMOND P. CIRANNA, GENERAL MANAGER  

 
SUBJECT:     RISK ASSESSMENT SURVEY TO DEVELOP THE 2016 ANNUAL AUDIT PLAN 

AND FORECAST  
 
 

 
RECOMMENDATION 
 
That each commissioner complete the risk assessment survey by November 2, 2015 to assist 
staff in developing the 2015 Annual Audit Plan and Forecast (AAPF).   
 
BACKGROUND 
 
The International Standards for the Professional Practice of Internal Auditing requires an annual 
risk assessment to develop a risk-based plan of engagements.  The input of senior management 
and the Board “must be considered in this process.”   
 
Government Auditing Standards promotes risk assessment as a component of the organization’s 
internal control and as part of the audit unit’s system of quality control.   
 
IAS follows both sets of standards, and has conducted four prior risk assessments to develop our 
risk-based plan of engagements, the AAPF.      
 
In 2014, the Board facilitated strategic planning sessions that resulted in a new Vision Statement 
and in modifications to LAFPP’s Mission Statement and P rimary Business Plan Goals. These 
Statements and Goals are referenced in consideration of priorities and to assist in identifying 
potential risks to the organization.  
 
 
DISCUSSION 
 
The risk assessment includes eliciting input from staff, supervision, management, and the Board.  
Its purposes are 1) to identify risks that can negatively impact our mission, values, and primary 
business plan goals; and, 2) to develop the AAPF.     
 
The handout survey is intended to obtain Board input for the risk assessment currently underway.  
Results of the risk assessment will be used to create the 2016 AAPF that will be presented in 
January 2016.   
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An electronic version of the survey is posted to Survey Monkey, and instructions for access will be 
provided to each commissioner today. It is requested that the risk assessment survey be 
completed by November 2, 2015. Questions regarding the survey may be directed to Erin Kenney 
at (213) 978-4430 or erin.kenney@lafpp.com. 
 
 
BUDGET 
 
There is no budget impact associated with this report.    
 
 
This report was prepared by: 
 
Erin J. Kenney, Departmental Audit Manager   
Internal Audit Section 
 
RPC:EJK  



Attachment – 2016 Board Meeting Schedule 
 

 

 
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:            OCTOBER 1, 2015 ITEM:   B.5 
 
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 
 
SUBJECT: APPROVAL OF THE 2016 BOARD MEETING SCHEDULE 

 
RECOMMENDATION 
 
That the Board adopt the 2016 Board Meeting Schedule.   
 
DISCUSSION 
 
The Board regularly meets on the first and third Thursdays of the month.  
 
The regular Committee meetings have been added to the schedule as requested by the Board 
President. The Committee meetings may be rescheduled to accommodate the needs of individual 
Committees.  
 
Section 14.5 of the Board Governance Policies states, in relevant part, “the Board shall annually 
adopt a s chedule for regular Board meetings and may adopt schedules for any standing 
committees that are expected to meet on a regular basis.”  Accordingly, staff submits the 2016 
calendar to assist Board Members in the preparation to attend regularly scheduled meetings.  
 
Currently, the regular Board meetings are held in the Los Angeles City Employees Retirement 
System Boardroom located at the Los Angeles Times building. After our new Headquarters facility 
is completed in early 2016, the regular Board meetings will be hel d in the new Sam Diannitto 
Boardroom in the new facility.   
 
BUDGET 
 
There is no budget impact. 
 
POLICY  
 
There are no policy changes. 
 
This report was prepared by:  
 
Rhonda Ketay 
Commission Executive Assistant II 
Administrative Operations Division 
 
RPC:WSR:RLK 



   Attachment 
 

 
 

BOARD OF FIRE & POLICE PENSION COMMISSIONERS 
2016 BOARD MEETING SCHEDULE  

 
 
 

 
MEETING DATE 

REGULAR BOARD 
MEETING 

 
OTHER 

 
January 7, 2016  

 
X  

 
January 21, 2016 

 
X 

8:30 AM – 9:00 AM 
Audit Committee 

 

 
February 4, 2016 

 
X 

8:30 AM - 9:00 AM 
Benefits Committee 

 
 
 
February 18, 2016 

Board Offsite:  
California Endowment 

Yosemite Room 
1000 N. Alameda St., 
Los Angeles 90012 

 

 

 
March 3, 2016 

   

 
March 17, 2016 

Investment and Real 
Estate Focus 

8:30 AM – 9:00 AM 
Governance Committee 

 

 
April 7, 2016 

 
X 

  

 
April 21, 2016 

 
X 

8:30 AM – 9:00 AM 
Audit Committee 

 

 
May 5, 2016 

 
X 

 

 
May 19, 2016 

 
X 

8:30 AM - 9:00 AM 
Benefits Committee 

 

 
June 2, 2016 

 
X 

 

 
June 16, 2016 

 
Investment Focus 

8:30 AM – 9:00 AM 
Governance Committee 

 

 
July 7, 2016   

 
X 

 
 

 
July 21, 2016 

 
X 

8:30 AM - 9:00 AM 
Audit Committee 

   

 
August 4, 2016 

 
X 

 

 
August 18, 2016 

 
X 

8:30 AM - 9:00 AM 
Benefits Committee 
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MEETING DATE 

REGULAR BOARD 
MEETING 

 
OTHER 

 
September 1, 2016 

 
X 

 

  
September 15, 2016 

Investment and  
Real Estate Focus 

8:30 AM - 9:00 AM 
Governance Committee 

 

 
October 6, 2016 

 
X 

  

 
October 20, 2016 

 
X 

8:30 AM – 8:45 AM 
Audit Committee 

 

 
November 3, 2016 

 
X 

 

 
November 17, 2016 

 
X 

8:30 AM - 8:45 AM 
Benefits Committee 

 

 
December 1, 2016 

 
X 

 

 
December 15, 2016 

 
Investment Focus 

8:30 AM - 8:45 AM 
Governance Committee 

 
 
 
 

Regular Board meetings are held at the *Los Angeles City Employees’ Retirement 
System (LACERS) facility, located at the Los Angeles Times Building, 202 W. First 
Street, Suite 500, Los Angeles 90012 on the first and third Thursdays of the month at 
8:30 a.m. Board meetings may be added or deleted at the discretion of the Board 
President. 
 
*Location will change when the new LAFPP facility is completed. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

www.lafpp.com 

http://www.lafpp.com/


 

 

 
DEPARTMENT OF FIRE AND POLICE PENSIONS 

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

(213) 978-4545 
 
 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 

DATE: OCTOBER 1, 2015 ITEM:  B.6  
 
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 
 
SUBJECT: PRESENTATION OF INTERNAL REVENUE CODE OPERATIONAL 

COMPLIANCE AUDIT AND POSSIBLE BOARD ACTION 
 

RECOMMENDATION 
 
That the Board: 
 
1. Review, receive, and f ile the Internal Revenue Code (IRC) operational compliance audit 

conducted by The Segal Company; and 
 

2. Assign implementation of recommendations to staff as noted in the IRC Operational 
Compliance Audit Recommendations Log.  

 
BACKGROUND 
 
The System received its most recent favorable Determination Letter (DL) from the Internal 
Revenue Service (IRS) on November 12, 2014 for the current filing cycle.  A lthough the Plan 
language was compliant with IRC provisions, it had come to Staff’s attention that there may be 
areas for improvement in operational compliance.  Therefore, on August 21, 2014, the Board 
awarded a c ontract to The Segal Company (Segal) to perform an independent review of the 
administrative operations and practices of the System to determine whether it meets the 
standards set forth in the plan documents and is compliant with applicable federal tax laws.    
 
DISCUSSION 
 
The Segal Company has completed their IRC Operational Compliance audit and prepared a 
report of their findings and recommendations (Attachment 1). The audit concludes that LAFPP is 
substantially in compliance with the requirements under the IRC Section 401(a), related Treasury 
Regulations and other applicable federal laws.  Overall, it appears the administration of the Plan is 
generally consistent with IRS rules and governing Plan documents.  However, there were a few 
areas of administration of the Plan that may be o f concern and warrant further review and/or 
modification.   
 
Segal’s findings and recommendations are summarized in the attached IRC Operational 
Compliance Audit Recommendations Log, which also includes staff’s comments (Attachment 2). 
Staff intends to research each recommendation, consult with the City Attorney and out side tax 
counsel as necessary, and report back with an implementation status to the Board within three 
months. 
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Ms. Melanie Walker and Mr. Tom McDonough of The Segal Company will be present at today’s 
Board meeting to discuss the audit report in detail.   
 
BUDGET 
 
There is no budget impact associated with this report. 
 
POLICY  
 
No changes recommended at this time. 
 
This report was prepared by:  
 
Robyn L. Wilder, Chief Benefits Analyst 
Pensions Division 
 
RPC:JS:RLW 
 
Attachments:  1. Crosscheck Report prepared by The Segal Company (2015) 

 2. IRC Operational Compliance Audit Recommendations Log 
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Special Note: The Segal Company, as an independent actuarial and employee benefits consulting firm, 
does not provide legal advice. The information and opinions expressed in this Executive Summary 
represent our understanding of the law and regulations and their applicability to the plan. Unless 
otherwise indicated, our observations and r ecommendations concerning the plan document and pl an 
operations are based on materials furnished to us by the LAFPP. This report is not a legal opinion and 
has been prepared solely so that the LAFPP and its legal counsel may consider our findings and 
recommendations in order to determine what corrective action, if any, are necessary. 
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EXECUTIVE SUMMARY 
 

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

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

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

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

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

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

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

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

 IRC income and FICA tax reporting and withholding requirements  

 Age Discrimination in Employment Act (ADEA)  

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

 Family and Medical Leave Act (FMLA)  

 Americans with Disabilities Act (ADA)  

 Spousal pension rights under DOMA  

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

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

 
Project Methodology  

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

 “Fit” of participant communications with governing documents, including recent revisions;  
 
 Consistency of operational processes and procedures, as well as other written materials with 
governing documents and employee communication materials; and  
 
 Consistency of administrative actions with governing documents and written policies and 
procedures for Plan administration. 
 
Step Three: On-site Interviews  
The on-site visit to LAFPP offices consisted of interviews with the key individuals who are 
responsible for the day-to-day operation of the Plan over the course of two days (March 23 and 
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24, 2015). The goal of the interview process is to ensure that Segal, as well as those involved 
with administration of the Plan, understand the rules of the Plan and actually administer those 
rules according to Plan documentation. As indicated above, we covered an extensive array of 
questions that were designed by Segal regarding Plan administration and operational issues. The 
interviews also provided an educational opportunity for Plan staff to address questions to our 
team of compliance experts on matters related to pension administration.  
 
Step Four: Review of Targeted Data Files 
After the on-site interviews, Segal reviewed the Plan’s processes and procedures and actual 
results regarding the application of IRC section 415(b) annual benefit limits and excess benefit 
plan payments for the 2014 limitation year, as well as the application of a recently updated basis 
recovery process for DROP payments to a sampling of participants during 2013 and 2014. 
 
Step Five: Written Report  
At the conclusion of our review, we prepared this written report of our findings, which identifies 
and outlines action items, including identification of areas requiring further inquiry, and 
recommendations on corrective action, if indicated. Subject to review and approval by LAFPP 
staff, the final report will be presented to the Board of Commissioners.  

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

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

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

 

2. Required minimum distributions 

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

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

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

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

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

  

 B.  Members reaching required beginning date 

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

 

3. Correction of benefit overpayments 

Findings and Analysis: 
Currently, LAFPP corrects erroneous payments (including overpayments and underpayments) to 
members and beneficiaries in accordance with a written Board policy whereby overpayments 
exceeding $100 are recovered by the Plan with interest in a lump sum and/or via reduction to 
monthly payments as agreed upon with the member. Based on discussions with LAFPP staff 
during on-site interviews, overpayments to members may also be recovered by an offset to any 
benefits payable after the death of the member. The staff requested that we provide our opinion 
regarding whether this offset is permissible under applicable IRS rules for correction of benefit 
payments, including the IRS Employee Plans Compliance Resolution System (EPCRS), Section 
6.06(3). 
 
EPCRS Section 6.06(3) refers to the correction method in Appendix B, Section 2.04(1) as the 
appropriate correction method for overpayments in a defined benefit plan. Appendix B, Section 
2.04(1) describes the required correction method for overpayments due to IRC section 415 
failures and indicates that other types of overpayments from a defined benefit plan may be 
corrected by return of the overpayment amount with interest and/or reduction in future benefit 
payments. 
 
Section 6.06(3) was recently revised by Rev. Proc. 2015-27 to specifically state there is 
flexibility in correcting overpayments in a defined benefit plan so long as the correction method 
is consistent with the corrections principles and other applicable rules under EPCRS. The 
Revenue Procedure provides examples of how flexibility may be used in correcting 
overpayments, such as having the employer or another person contribute the amount of 
overpayment, but the examples do not include offsetting death benefits to recoup overpayment to 
a member. The correction principles in EPCRS indicate that any correction should seek to fully 
restore the Plan, as well as participants and beneficiaries, to the position they would have been in 
had the failure not occurred, to consistently apply the correction method for all failures of the 
same type for a plan year, and to keep plan assets in the plan. 
 
Recommendations: 
The correction methods described in the EPCRS for overpayments in a defined benefit plan do 
not expressly approve or prohibit recouping overpayments to members from the benefits payable 
after the death of the member, although reduction in future benefit payments is permitted under 
the EPCRS. LAFPP’s current correction method satisfies some of the principles in the EPCRS 
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(e.g., keeping assets in the plan and restoring the plan to the position it would have been in but 
for the failure), but not all of those principles (e.g., restoring beneficiaries to the position they 
would have been in but for the failure). Absent direct guidance on the Plan’s current correction 
method from the IRS, it appears that continuing to offset death benefits to recoup overpayments 
to members is not specifically prohibited by IRS guidance and therefore exposes the Plan to 
minimal risk under IRS rules. However, based on the information you provided from the City 
Attorney’s office regarding applicable California case law on recoupment of overpayments to 
members from death benefits, there is a significant exposure to risk of litigation from surviving 
beneficiaries whose death benefits are subject to recoupment.  
 
Therefore, we recommend that the Plan discontinue offsetting death benefits to recoup 
overpayments to members. In addition, where the Plan discontinues offsetting death benefits to 
recoup overpayments to members we recommend that the Plan take additional, reasonable 
measures to recoup the overpayment, including requesting payment from the member’s estate, 
and to the extent the overpayment is not fully repaid by the member (or member’s estate), from 
the Plan sponsor. 
 

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

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

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

Recommendations: 
None.  

 

 B.  Tier 2 qualified survivors 

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

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

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

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

Recommendation: 
None. 
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 C. GOINS widows under Tier 1 

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

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

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

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

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

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

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

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

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

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

 

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

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

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

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

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

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

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

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

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

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

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

  

 B.  Section 415 plan document language 

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

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

 

 C.  Purchase of service credit 

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

 

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

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

   

 B.  Imputed income 
 
Findings and Analysis: 
Based on discussions with LAFPP during on-site interviews, staff requested that we review the 
LAFPP’s process for self-certification from a member regarding whether or not the member’s 
domestic partner and the partner’s children qualify as income tax dependents for purposes of 
determining imputed income for the value of retiree health coverage to individuals whose 
coverage is not excludable under IRC section 106. Further, LAFPP staff requested information 

ATTACHMENT 1



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

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

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

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

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

(2) Table. Adjusted employee/beneficiary age difference 

Applicable percentage 

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

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

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

Recom. 
No. Finding Recommendation LAFPP Comments

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

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

Recommendation currently being reviewed by City 
Attorney and outside tax counsel

2 Required minimum distributions

A

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

Staff to confer with City Attorney and outside tax 
counsel

B

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

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

Staff to document current administrative procedures

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

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

Outside tax counsel and City Attorney currently 
reviewing draft Board policy amendments

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

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

Recommendation currently being reviewed by City 
Attorney and outside tax counsel

5 Basis recovery from disability pensions

5.1

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

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

Reasonable retirement age to be established.  Staff to 
research the issuance of W-2s for taxable benefits prior 
to minimum retirement age. 

5.2

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

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

Reasonable retirement age to be established.  Staff to 
research the issuance of W-2s for taxable benefits prior 
to minimum retirement age. 

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

IRC OPERATIONAL COMPLIANCE AUDIT RECOMMENDATIONS LOG

7 DROP Benefits

A.

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

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

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

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

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

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

Staff will revise basis recovery procedures to address 
recovery for former domestic partners

8 IRC Section 415 rules and testing procedures

B

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

Staff to confer with City Attorney and outside tax 
counsel

9 Retiree health benefits

A

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

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

Staff to confer with City Attorney and tax counsel

B

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

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

Staff to research process of other City departments 
(i.e., Personnel).  Continue dependent status 
verification with the Associations, as per Operations 
Agreements.
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1 | Los Angeles Fire & Police Pensions 

In US dollars as of June 30, 2015. *Global and EAFE services, including those that invest in emerging markets, as well as stand-alone emerging-market services. †Regional services outside the US. 
‡Adjusted, fiscal year 2014. Source: AB 

Our Goal: To Keep Our Clients Ahead of Tomorrow 

 Assets Under Management  Strong Financials 

AB Snapshot 

 By Client Domicile 

 By Investment Orientation 

70% 
15% 

15% 0% 

47% 
48% 

5% 

Regional† US Global/Emerging* 

EMEA Americas Asia-Pacific 

Multi-Asset 
$125 

Alternatives 
$21 

Equities 
$102 Fixed  

Income 
$237 

Revenues‡ 

$2.5 
Billion 

Operating 
Income‡  

$608 

Million 

Credit 
Rating 

A+/A2 
Long-Term 
Debt 

0% 

$485USD Billion 

Presenter
Presentation Notes
 The time is right to invest with AllianceBernstein. We’re dedicated to addressing your evolving needs with a broad array of risk-reducing and return-seeking strategies across asset classes. By innovating and acquiring complementary services, we stay in tune with changing markets and client goals.By sharing research perspectives, we make connections that matter in delivering better outcomes. We’re also dedicated to communicating with you and keeping you in touch with our investment professionals on a regular basis.Our firm has been led by top talent for over 45 years, giving us the depth and experience needed to steer portfolios through changing markets with conviction. And with a strong financial foundation, we put this experience to work by reinvesting in designing new services to help clients in new ways. Key Messages:We are dedicated to addressing diverse client needsGlobal collaboration enhances the ability of our research expertise to deliver better outcomes for clientsWith over 45 years of experience and a global presence, our firm combines a long history of investing success with a vision that’s always prepared for the futureWednesday, 09 July 201414 The time is right to invest with AllianceBernstein. We’re dedicated to addressing your evolving needs with a broad array of risk-reducing and return-seeking strategies across asset classes. By innovating and acquiring complementary services, we stay in tune with changing markets and client goals.By sharing research perspectives, we make connections that matter in delivering better outcomes. We’re also dedicated to communicating with you and keeping you in touch with our investment professionals on a regular basis.Our firm has been led by top talent for over 45 years, giving us the depth and experience needed to steer portfolios through changing markets with conviction. And with a strong financial foundation, we put this experience to work by reinvesting in designing new services to help clients in new ways. Key Messages:We are dedicated to addressing diverse client needsGlobal collaboration enhances the ability of our research expertise to deliver better outcomes for clientsWith over 45 years of experience and a global presence, our firm combines a long history of investing success with a vision that’s always prepared for the future
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As of July 31, 2015 

Index Strategies AUM: $51 Billion 

Traditional Passive 

Bulk Beta Standard index mandates covering capitalization and alternative 
weighted indices developed by third parties 

Custom Beta Customized indices that target systematic risk anomalies 
implemented using predefined and transparent rules 

Structured Beta Low tracking error active portfolios employing fundamental and 
quantitative research in an optimized framework 

Risk Solutions Systematic de-risking strategies to manage multi-asset portfolio 
risk. Can incorporate option strategies 

Traditional Active 

AB Index Strategies: Business Overview 
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Our Philosophy: Best in Class Client Service, Implementation and Trading 

A Client 
Centric Approach 

Consultative approach focused on solutions 
Experience and Stability: Index Team averages 19 years at AB 
Client Focus: Index clients average 16 years at AB 

Benefiting from  
Smaller Size 

Flexibility 
Less trading impact 
Capture alpha from index reconstitution trading 

And “Best in Class” 
Trading Infrastructure 

Global trading platform 
Dedicated foreign currency traders 
No proprietary currency trading 
Focus on risk management 

AB Index Strategies: A Different Approach 
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As of June 30, 2015 
Source: AB 

Index Strategies Team  
 

AB Index Strategies: Experienced and Focused Team 

4 

Judith DeVivo—Senior Portfolio Manager New York 44 44 

Joshua Lisser—CIO, Index Strategies New York 25 23 

Michael Mon—Portfolio Manager  New York 24 16 

Ben Sklar—Portfolio Manager New York 9 8 

Geoff Tomlinson—Portfolio Analyst  New York 9 9 

Average  22 20 

Years 
Experience 

Years 
with Firm Location 

 
Global Equity Trading 

 
13 Global Equity Traders 

 

 
Portfolio Implementation Group 

 
12 Employees 

 

Global Operations 
 

520 Employees 

Presenter
Presentation Notes
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As of June 30, 2015 
Source: AB 

A Global Team of Experienced Traders 

 Regional desks provide 24 hour trading 
coverage 

 Leverages insight from both active and  
passive trading 

 Dedicated quantitative trading team 

 Dedicated foreign currency trading team 

Experience 

Average Years of Experience 17 
Average Years with Firm 10 

Global Traders 

39 Traders 

London 
New York 

Hong Kong 

Sydney 
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As of June 30, 2015 

Global Quantitative Trading 

 Dedicated quantitative trading team focused on tools, trading research and analytics 

 Broad mandate: advance execution efficiency and position trading as an integral part of AB’s 
investment process 
 Best execution policy across Equities, FX and Fixed Income 
 Global trading infrastructure to give traders venues/tools to minimize costs and capture alpha 
 Custom trading algorithms optimized to portfolio strategy 
 Pre-trade cost estimation tools 
 Real-time trade analytic tools 
 Risk tools 
 Macro and micro market structure research with publications, presentations to regulatory bodies 
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Trading Cost Components 
The primary objective of a trading strategy is to minimize all transaction costs within a timeframe 
consistent with a client’s investment objectives. 

Commissions  
and Taxes 

Market Impact 

Opportunity Cost 

Trading Cost Components   

Note: Depiction courtesy of Plexus Group 
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Execution: Monitoring Results 
We generate post trade analytics for every trade to monitor our trading results 

Measurement Criteria 

 Execution vs. prior market close 

 Execution vs. interval volume 
 weighted average price 

 Execution vs. full day volume 
 weighted average price 

 Execution vs. market close 

Presenter
Presentation Notes
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INDEX FUND MANAGEMENT 
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As of June 30, 2015 

The Large Shift to Passive Management May Be Slowing 
The large and ongoing shift from active to passive is driven by desire to reduce active risk, costs and 
portfolio governance. 

-50,000 
0 

50,000 
100,000 
150,000 
200,000 

Smart Beta - US Smart Beta - Non-US 

Index - US Index - Non-US 

0 
1,000,000 
2,000,000 
3,000,000 
4,000,000 
5,000,000 

Smart Beta - US Smart Beta - Non-US 

Index - US Index - Non-US 

eVestment - Fund Flows 

eVestment  - Fund AUM 

 Flows to indexing are still positive but still off the 
post-crisis pace. 

 Flows may be increasing with a substantial start in 
Q1 2015 

 Flows to open-end funds and ETF’s are still positive 
and not included in this data 

 

 

 While increasing, flows to Smart Beta still represent 
a very small percentage of AUM 

 The largest share of Smart Beta flows is within 
RAFI and dividend indices 
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Traditional Cap-Weighted Indices Still Dominant 

 Captures the opportunity set 

 Large capacity 

 Diversification 

 Automatic rebalancing 

 Low fees and expenses 

 Low due diligence and monitoring 

 Good performance versus many active managers 

The advantages of capitalization weighted benchmarks are compelling 
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Portfolio Construction Methodologies 

An investment manager has the ability to accommodate either full replication  
or stratified sampling 

Full Replication 

 Invest in every index security and its index weight 

Stratified Sampling 

 Invest in a subset of index securities that provide a reasonable proxy for the index 

 Stocks having an index weight above a minimum position size are included in the portfolio  
at their index weights 

 Stock below a minimum position size are sampled and equal weighted at this minimum  
position size 

 Sampled stocks are chosen to neutralize industry differences and capitalization biases while 
ensuring adequate liquidity 

 For global/international indexes, sampling also occurs at the country level 



13 | Los Angeles Fire & Police Pensions 

If an Index Strategy is a ‘buy/hold’, why trade? 

 Reinvestment of dividends and income 

 Monies received from corporate actions, i.e., tenders, takeovers, mergers 

 Client-directed cash flows and 

 Changes made to the underlying benchmark 

 Market impact is proportional to trade size` 

 Large index managers must execute constituent trades on the effective date to “transfer” 
their market impact to the benchmark 

 Smaller index managers have flexibility to avoid the effective date and their price 
dislocations 
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Our Philosophy: Add Value Implementing Index Constituent Changes 
The massive size of index constituent trades and the compressed trading period creates 
significant market anomalies 
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Index Rebalancing Schedule 

Index Frequency 
S&P 500 Index As needed basis 

Russell Indexes Annually – June 

FTSE EPRA NAREIT Semi-Annually – March and September 

S&P MLP Annually – October 

S&P Global Natural Resources Quarterly – February, May, August and November 

S&P Global Timber & Forestry Semi-Annually – March and September 

S&P Global Water Semi-Annually – April and October 
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PERFORMANCE 
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LAFPP Account Performance 

One  
Year 

Three  
Years 

Five  
Years 

10  
Years 

Since  
Inception 

Inception  
Date 

S&P 500 Portfolio 0.49% 14.30% 15.83% 7.11% 9.88% December 31, 1986 
Index 0.48 14.31 15.87 7.15 10.05 
Relative Performance +0.01 (0.01) (0.04) (0.04) (0.17) 

Russell 1000 Growth Portfolio 4.24% 15.22% 17.26% NA 16.68% June 30, 2010 
Index 4.26 15.30 17.40 NA 16.81 

Relative Performance (0.02) (0.08) (0.14) NA (0.13) 

Russell 1000 Value Portfolio (3.44)% 13.82% 14.56% NA 16.65% April 1, 2009 
Index (3.48) 13.92 14.68 NA 16.81 
Relative Return +0.04 (0.10) (0.12) NA (0.16) 

Periods of more than one year are annualized. Columns may not sum due to rounding. Past performance is no guarantee of future results. The returns presented above are net of fees. This is 
supplemental information to the GIPS-compliant performance and disclosure page. 
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LAFPP Account Performance 

MTD QTD YTD Since  
Inception 

Inception  
Date 

Global REIT Portfolio (5.86)% (2.63)% N/A (9.67)% March 2, 2015 
Index (GDR) (5.89) (2.63) N/A (9.61) 
Relative Performance 0.03 0.00 N/A (0.06) 

MLP Portfolio (5.31)% (9.44)% (16.89)% (3.07)% September 30, 2013 
Index (GDR) (5.32) (9.47) (16.84) (2.72) 

Relative Performance 0.01 0.03 (0.05) (0.35) 

S&P Global Natural Resources Portfolio (7.62)% (14.17)% (16.45)% (11.84)% September 30, 2013 
Index (GDR) (7.68) (14.20) (16.34) (11.56) 
Relative Return 0.06 0.03 (0.11) (0.28) 

S&P Global Timber & Forestry Portfolio (5.82)% (8.08)% (7.98)% 0.01% September 30, 2013 
Index (GDR) (5.83) (8.08) (7.84) 0.37 
Relative Return 0.01 0.00 (0.14) (0.36) 

S&P Global Water Portfolio (6.02)% (6.37)% (4.85)% 4.22% September 30, 2013 
Index (GDR) (6.02) (6.36) (4.68) 4.51 
Relative Performance 0.00 (0.01) (0.16) (0.29) 

Periods of more than one year are annualized. Columns may not sum due to rounding. Past performance is no guarantee of future results. The returns presented above are net of fees. This is 
supplemental information to the GIPS-compliant performance and disclosure page.  
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Summary 

 LAFPP relationship continues to be the flagship of AB’s index management group. 

 For close to 29 years we have managed this relationship, we have delivered consistent 
investment results. 

 We are very appreciative of the opportunity to serve the LAFPP Board and Staff since 1986 and 
am committed to continuing to provide you with the highest level of performance and service. 
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APPENDIX 
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US Equity Index (S&P 500) Composite (in USD) 

As of December 31, 2014 

Performance Disclosure 

Period

Composite 
Assets (USD 

millions)

Composite 
Accounts at End of 

Period Gross Return (%) Net Return (%)

Internal 
Composite 

Dispersion (%)

Composite 3 Year 
Ann. Ex Post 

Standard Deviation 
(%)

Benchmark 3 Year 
Ann. Ex Post 

Standard Deviation 
(%)

Total Firm Assets 
(USD billions) S&P 500 Index Return (%)

2014 19,275.1 25 13.64 13.60 0.05 8.95 8.97 439.8 13.69
2013 16,187.4 25 32.29 32.23 0.08 11.90 11.94 416.5 32.39
2012 12,711.9 25 15.96 15.91 0.03 15.04 15.09 395.7 16.00
2011 10,656.7 19 2.18 2.14 0.04 18.61 18.71 336.5 2.11
2010 11,250.1 16 15.03 14.99 0.07 21.75 21.85 399.8 15.06
2009 10,966.2 19 26.55 26.50 0.40 19.53 19.63 419.8 26.46
2008 6,885.4 16 (36.80) (36.81) 0.22 15.03 15.08 389.1 (37.00)
2007 11,789.2 15 5.51 5.48 0.06 7.66 7.68 689.9 5.49
2006 17,408.7 17 15.79 15.76 0.04 6.80 6.82 622.0 15.79
2005 15,752.3 16 4.98 4.96 0.07 8.99 9.04 494.5 4.91
3 Years *   20.35 20.30     20.41
5 Years *   15.43 15.38     15.45
10 Years *   7.71 7.68     7.67

DISPERSION—Internal dispersion is calculated using the asset-weighted standard deviation of all accounts included in the Composite for the entire year; it is not presented for periods less than one year or when there were fewer than two accounts in the Composite for the entire year.  The 
three-year annualized ex post standard deviation measures the variability of the Composite and the benchmark returns over the preceding 36-month period; it is not presented for periods of less than three years.

The benchmark, which is not covered by the report of independent verifiers, is the S&P 500 Index.

*annualized through most recent year-end

PRESENTATION OF THE FIRM-AllianceBernstein L.P. (“ABLP”) is a registered investment advisor with the US Securities and Exchange Commission.  AB Institutional Investments and AB Investments (collectively, the “Firm”) are the institutional and retail sales, marketing and client 
service units of ABLP.  In February 2006, Alliance Capital Management L.P. changed its name to ABLP.
COMPLIANCE STATEMENT—The Firm claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS standards. The Firm has been independently verified on an annual basis from 1993 through 
2013. The verification reports are available upon request. Verification assesses whether (1) the Firm has complied with all the composite construction requirements of the GIPS standards on a firmwide basis and (2) the Firm's policies and procedures are designed to calculate and present 
performance in compliance with the GIPS standards.  Verification does not ensure the accuracy of any specific composite presentation.
COMPOSITE DESCRIPTION—The performance results displayed herein represent the investment performance record for the US Equity Index (S&P 500) Composite (the “Composite”).  The Composite includes all fee-paying discretionary non-tax-managed accounts and when applicable, 
pooled investment vehicles. The index fund operating system provides for the initialization, management and rebalancing of index funds based on the S&P 500 Float-Adjusted Composite Index. A client's tolerance for tracking deviation dictates portfolio structure, construction technique, 
and rebalancing activity. The Index Team utilizes both replication and stratified sampling construction technique.  Replication offers very tight tracking error while stratified sampling provides reasonable tracking accuracy while minimizing transaction, custodial and administrative costs. 
Prior to 2012, taxable accounts were excluded from the composite. The creation date of this Composite is July 2005. Prior to December 2009, the Composite was known as the Passive S&P 500 Full Float Adjusted Composite.
Accounts in the Composite may utilize derivative contracts, including but not limited to, swaps, swaptions, options, futures, options on futures and currency transactions for risk-management purposes or for enhancing expected returns by adjusting exposure to the markets, sectors, 
countries, currencies or specific securities permitted by these guidelines. The impact of all derivatives is fully incorporated into the calculation of risk and return and the use of derivatives shall not violate the investment guidelines that limit exposure to markets, sectors, countries, 
currencies or specific securities. Investment in non-exchange-traded (over-the-counter) derivatives exposes the accounts within the Composite to counterparty risk.
A complete list with descriptions of all composites managed by the Firm and/or additional information regarding policies for valuing accounts, calculating performance, and preparing compliant presentations is available upon request via email to CompositeRequests@ABglobal.com.

TOTAL RETURN METHODOLOGY AND FEE STRUCTURE-Performance figures in this report have been presented gross and net of investment-management fees.  Net performance figures have been calculated by deducting the highest fee payable by an account of this type; 0.04% of 
assets, annually.  The current investment advisory fee schedule applicable for this Composite is as follows:       
 
     0.040%  on the first 300 million in US Dollars      
     0.030%  on the next 200 million in US Dollars      
     0.020%  on the balance

RATE OF RETURN—No representation is made that the performance shown in this presentation is indicative of future performance. An account could incur losses as well as generate gains. Performance figures for each account are calculated monthly on a trade-date basis using a total 
rate-of-return calculation. Monthly fair values include income accruals, realized and unrealized gains and losses and reflect the daily weighting of cash flows.  The Composite returns are calculated based on the asset-weighted monthly composite constituent account returns where the 
weight is the beginning fair value of the accounts.
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US Equity Index (Russell 1000) Composite (in USD) 

As of December 31, 2014 

Performance Disclosure 

Period
Composite Assets 

(USD millions)
Composite Accounts 

at End of Period Gross Return (%) Net Return (%)
Internal Composite 

Dispersion (%)

Composite 3 Year Ann. 
Ex Post Standard 

Deviation (%)

Benchmark 3 Year Ann. 
Ex Post Standard 

Deviation (%)
Total Firm Assets (USD 

billions) Russell 1000 Index Return (%)
2014 1,312.1 2 13.19 13.14 0.00 9.09 9.12 439.8 13.24
2013 1,334.6 2 33.03 32.97 0.02 12.22 12.26 416.5 33.11
2012 1,051.6 2 16.33 16.28 0.01 15.34 15.40 395.7 16.42
2011 1,061.5 3 1.52 1.48 0.02 18.84 18.95 336.5 1.50
2010 881.9 2 16.05 16.00 0.01 22.17 22.29 399.8 16.10
2009 806.8 2 28.47 28.41 0.07 19.94 20.05 419.8 28.43
2008 624.1 2 (37.43) (37.45) 0.01 15.50 15.56 389.1 (37.60)
2007 1,518.1 2 5.85 5.82 0.01 7.77 7.81 689.9 5.77
2006 1,457.2 2 15.45 15.42 0.01 7.01 7.05 622.0 15.46
2005 1,292.9 2 6.31 6.28 NM 9.07 9.13 494.5 6.27
3 Years *   20.54 20.49     20.62
5 Years *   15.59 15.54     15.64
10 Years *   7.98 7.94     7.96
NM = not meaningful, fewer than two accounts were included in the Composite for the full period

TOTAL RETURN METHODOLOGY AND FEE STRUCTURE-Performance figures in this presentation have been presented gross and net of investment-management fees.  Net performance figures have been calculated by deducting the highest fee payable by an account of this type; 
0.04% of assets, annually.  Prior to 2009, the Composite’s net-of-fee return is calculated by deducting a weighted average of the actual fee rates charged to each account in the Composite.  The current investment advisory fee schedule applicable for this Composite is as follows:       
 
     0.040%  on the first 300 million in US Dollars      
     0.030%  on the next 200 million in US Dollars      
     0.020%  on the balance

RATE OF RETURN—No representation is made that the performance shown in this presentation is indicative of future performance. An account could incur losses as well as generate gains. Performance figures for each account are calculated monthly on a trade-date basis using a total 
rate-of-return calculation. Monthly fair values include income accruals, realized and unrealized gains and losses and reflect the daily weighting of cash flows.  The Composite returns are calculated based on the asset-weighted monthly composite constituent account returns where the 
weight is the beginning fair value of the accounts.

DISPERSION—Internal dispersion is calculated using the asset-weighted standard deviation of all accounts included in the Composite for the entire year; it is not presented for periods less than one year or when there were fewer than two accounts in the Composite for the entire year.  The 
three-year annualized ex post standard deviation measures the variability of the Composite and the benchmark returns over the preceding 36-month period; it is not presented for periods of less than three years.

The benchmark, which is not covered by the report of independent verifiers, is the Russell 1000 Index.

*annualized through most recent year-end
PRESENTATION OF THE FIRM-AllianceBernstein L.P. (“ABLP”) is a registered investment advisor with the US Securities and Exchange Commission.  AB Institutional Investments and AB Investments (collectively, the “Firm”) are the institutional and retail sales, marketing and client 
service units of ABLP.  In February 2006, Alliance Capital Management L.P. changed its name to ABLP.
COMPLIANCE STATEMENT—The Firm claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS standards. The Firm has been independently verified on an annual basis from 1993 through 
2013. The verification reports are available upon request. Verification assesses whether (1) the Firm has complied with all the composite construction requirements of the GIPS standards on a firmwide basis and (2) the Firm's policies and procedures are designed to calculate and present 
performance in compliance with the GIPS standards.  Verification does not ensure the accuracy of any specific composite presentation.

COMPOSITE DESCRIPTION—The performance results displayed herein represent the investment performance record for the US Equity Index (Russell 1000) Composite (the “Composite”).  The Composite includes all fee-paying discretionary non-tax-managed accounts and when 
applicable, pooled investment vehicles. The index fund operating system provides for the initialization, management and rebalancing of index funds based on the Russell 1000 Index. A client's tolerance for tracking deviation dictates portfolio structure, construction technique, and 
rebalancing activity. The Index Team utilizes both replication and stratified sampling construction technique.  Replication offers very tight tracking error while stratified sampling provides reasonable tracking accuracy while minimizing transaction, custodial and administrative costs. The 
creation date of this Composite is August 2007. Prior to December 2009, the Composite was known as the Passive Russell 1000 Composite.

Accounts in the Composite may utilize derivative contracts, including but not limited to, swaps, swaptions, options, futures, options on futures and currency transactions for risk-management purposes or for enhancing expected returns by adjusting exposure to the markets, sectors, 
countries, currencies or specific securities permitted by these guidelines. The impact of all derivatives is fully incorporated into the calculation of risk and return and the use of derivatives shall not violate the investment guidelines that limit exposure to markets, sectors, countries, 
currencies or specific securities. Investment in non-exchange-traded (over-the-counter) derivatives exposes the accounts within the Composite to counterparty risk.
A complete list with descriptions of all composites managed by the Firm and/or additional information regarding policies for valuing accounts, calculating performance, and preparing compliant presentations is available upon request via email to CompositeRequests@ABglobal.com.
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PRINCIPAL REAL ESTATE SECURITIES 

2 

2015 ORGANIZATION HIGHLIGHTS  

As of 30 June 2015 
Due to rounding, figures and percentages shown may not add to the totals or equal 100% 
1Due to real estate assets managed by another affiliate, figures shown may not add to the total real estate AUM for Principal Global Investors. Includes assets 
managed by Principal Enterprise Capital, LLC.  

Australia 

 $55 million 

1% 

U.S. Total 
Return 

$3,271 million 
34% 

Global Total 
Return 

$5,899 million 
60% 

Global 
Income 

$525 million 
5% 

• $61.0 billion1 in real estate assets under 
management across all four quadrants of 
Principal Real Estate Investors 

 

• $9.7 billion in real estate securities assets under 
management. 

 

• $511 million net contributions YTD. 3 new 
separate account mandates won and funded; 1 
account lost.  

 

• One new staff addition in 2015:  

– Ying Luo, Analyst – Sydney.  

 

REAL ESTATE SECURITIES AUM 



For One-on-One Use Only 

  
Best Global Real Estate Securities Fund  
Award from Lipper over the trailing 5 year period;  
awarded for the third year in a row1 
 

 
 

Morningstar 5-star rated funds: 
 
• U.S.: Principal Real Estate Securities Fund Class I2 
• Global: Principal Global Real Estate Securities Fund Class I2  

*Morningstar ratings may vary between share classes, are based on historical risk-adjusted total returns,  load 
waived, and are subject to change  

       

3 

As of 30 June 2015 
1The Principal Real Estate Investors portfolio management team subadvises the Principal Global Real Estate Securities Fund-Class I, which received the Best Global 
Real Estate Fund over the 5-year Period Award from Lipper, Inc. Individual fund classification awards extend over 3, 5, and 10 years. The highest Lipper Leader for 
Consistent Return value within each eligible classification determines the fund classification winner over 3, 5, and 10 years. Principal Global Real Estate Securities 
Fund rankings were as follows: 2013 – 3 yrs: 2/92 funds; 5 yrs: 1/66 funds; 10 yrs: N/A. 2014 – 3 yrs: 3/95 funds; 5 yrs: 1/81 funds; 10 yrs: N/A. 2015 – 3 yrs: 6/106 
funds; 5 yrs: 1/92 funds; 10 yrs: N/A.  
2See important disclosures slide for Morningstar ratings for other periods.  Due to rounding, figures and percentages shown may not add to the totals or equal 100% 

INDUSTRY RECOGNITION 
 

 

As of 06/30/2015 As of 06/30/2015 
Among 187 Global 

Real Estate Funds 
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GLOBAL REAL ESTATE SECURITIES TEAM 
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16 DEDICATED INVESTMENT PROFESSIONALS, IN 5 GLOBAL LOCATIONS 

As of 30 June 2015 
 

Kelly Rush, CFA 
Chief Investment Officer 

Des Moines Simon Hedger 
Global Portfolio Manager 

London 

Matt Schilling, CFA 
Analyst 

Des Moines 

Todd Kellenberger, CFA 
Analyst/Portfolio Specialist 

Des Moines 

Huaian (Ian) Zheng 
Analyst 

Singapore 

Janine Yoong, CFA 
Portfolio Manager – 

Australia & N. Zealand 
Sydney 

Tony Kenkel, CFA, FRM 
Global Portfolio Manager 

Chicago 

Keith Bokota, CFA 
Portfolio Manager – 

Americas 
Chicago 

Andrew Dalby, CFA 
Portfolio Manager – 

Europe, M. East, Africa 
London 

Julian Mittag, CREA 
Portfolio Manager – 

Japan, Singapore 
Singapore 

Shern-Ling Koh, CFA 
Portfolio Manager – 

HK/China, Emerging Asia 
Singapore 

Shi Hui (Eileen) Goh, CFA 
Associate Analyst 

Singapore 

Hai (Michael) Wei, CFA 
Analyst 
Chicago 

John Minor, CFA 
Analyst 
Chicago 

GLOBAL  
PMs 

LOCAL 
PMs 

Jay Lakhani 
Associate Analyst 

London 

ANALYSTS 
Ying Luo 

Analyst 
Sydney 
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GLOBAL PERFORMANCE SUMMARY 

5 

YEAR-TO-DATE 

As of 31 August 2015 Source: Factset 
FTSE EPRA/NAREIT Developed Index, MSCI World Equity Index, JP Morgan Global Bond Index, FactSet (returns in USD). 
Past performance is not a reliable indicator of future performance and should not be relied upon to make investment decisions.  
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GLOBAL REAL ESTATE SECURITIES PERFORMANCE 
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YEAR-TO-DATE TOTAL RETURNS BY COUNTRY 

As of 31 August 2015 Source: Factset 
Past performance is not a reliable indicator of future performance and should not be relied upon to make investment decisions.  
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As of 31 August 2015 Source: Factset 
S&P 500 Index, MSCI U.S. REIT Index, Barclays U.S. Aggregate, FactSet (returns in USD). 
Past performance is not a reliable indicator of future performance and should not be relied upon to make investment decisions.  
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U.S REAL ESTATE SECURITIES PERFORMANCE 
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YEAR-TO-DATE BY PROPERTY TYPE 

As of 31 August 2015 Source: Factset 
Past performance is not a reliable indicator of future performance and should not be relied upon to make investment decisions.  
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GLOBAL PERFORMANCE SUMMARY 
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PORTFOLIO PERFORMANCE 

As of 31 August 2015 Source: FTSE 
1Performance Start Date: 12 January 2014 
Past performance is not a reliable indicator of future performance and should not be relied upon to make investment decisions. Due to rounding, figures and 
percentages shown may not add to the totals or equal 100%. Please refer to the accompanying notes to performance for additional disclosures and important 
information. 

  ONE CURRENT YEAR TO  ONE SINCE 

  
MONTH QUARTER DATE YEAR INCEPTION 

        

LA FIRE & POLICE PORTFOLIO (Gross) -5.83% -2.14% -3.59% -0.81% 7.31% 

        
     FTSE EPRA NAREIT DEVELOPED NTR INDEX -5.96% -2.74% -5.85% -4.79% 4.57% 

     Excess Return 0.13% 0.60% 2.26% 3.98% 2.74% 

LA FIRE & POLICE PORTFOLIO (Net) -5.86% -2.22% -3.88% -1.25% 6.84% 
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GLOBAL PERFORMANCE ATTRIBUTION 
YEAR-TO-DATE BY COUNTRY 

11 

As of 31 August 2015  *Return-based performance attribution is calculated using Factset and will result in differences from official performance results generated through  our 
portfolio accounting and performance measurement systems. These differences are generally minor over short time periods but compound over longer time horizons, and 
will be greater during periods of market volatility. The primary factor contributing factor is the difference in calculation methodology as Factset does not account for portfolio 
trades on a real time basis. While the attribution data can provide a high level perspective on the proportional sources of value added, such as the relative contribution of stock 
selection versus sector allocation, the nominal returns generated by the attribution will differ from those of the official portfolio results. 

-0.40

-0.20

0.00

0.20

0.40

0.60

0.80

1.00

United States United Kingdom Japan Hong Kong Canada Continental
Europe / Emea

Singapore Australia / New
Zealand

CONTRIBUTORS AND DETRACTORS TO EXCESS RETURNS 



For One-on-One Use Only 

12 

AVERAGE 
PORTFOLIO     

WEIGHT1 

PORTFOLIO 
RETURN 

(LOCAL)1 

AVERAGE 
INDEX 

WEIGHT2 

INDEX 
RETURN 

(LOCAL)2 

TOTAL 
EFFECT  
(USD) 

FIVE LARGEST CONTRIBUTORS 

Unite Group Plc 1.33% 41.89% 0.15% 39.75% 0.45% 

Cubesmart 1.69% 16.14% 0.31% 16.16% 0.28% 

Workspace Group Plc 1.17% 19.00% 0.12% 19.00% 0.22% 

Essex Property Trust, Inc. 3.29% 5.21% 1.11% 5.24% 0.22% 

Great Portland Estates Plc 1.52% 12.65% 0.33% 11.46% 0.20% 

FIVE LARGEST DETRACTORS 

Vonovia Se 0.05% 2.77% 0.88% 12.00% -0.16% 

Capitaland Ltd. 1.23% -13.79% 0.50% -12.71% -0.16% 

Brookdale Senior Living Inc. 0.74% -24.92% -- -- -0.16% 

Pebblebrook Hotel Trust 1.53% -15.44% 0.25% -15.42% -0.14% 

Ardent Leisure Group 0.12% -26.10% -- -- -0.14% 

LARGEST GLOBAL CONTRIBUTORS / DETRACTORS 
YEAR-TO-DATE 2015 BY STOCK TO EXCESS RETURNS 

As of 31  August 2015. Source: FactSet, FTSE  
1Contributors and Detractors are from the LA Fire & Police Portfolio and are shown as supplemental information to the Annual Disclosure Presentation which can 
be found in the notes to performance section.  
2FTSE EPRA/NAREIT Developed NTR Index 
Due to rounding, figures and percentages shown may not add to the totals or equal 100.  



For One-on-One Use Only 

U.S. PERFORMANCE SUMMARY 

13 

PORTFOLIO PERFORMANCE 

As of 31 August 2015 
1Performance Start Date: 31 May 2006 
Past performance is not a reliable indicator of future performance and should not be relied upon to make investment decisions. Due to rounding, figures and 
percentages shown may not add to the totals or equal 100%. Please refer to the accompanying notes to performance for additional disclosures and important 
information. 

  ONE CURRENT YEAR TO ONE THREE  FIVE  SINCE 

  MONTH QUARTER DATE YEAR YEARS YEARS INCEPTION 

      
LA FIRE & POLICE PORTFOLIO (Gross) -5.91% -0.08% -5.05% 3.97% 10.21% 13.86% 7.50% 

      

    DJ WILSHIRE/DOW JONES CUSTOM  RE  INDEX -5.88% -0.29% -5.97% 1.88% 8.00% 12.49% 5.57% 

      Excess Return -0.03% 0.21% 0.92% 2.09% 2.21% 1.37% 1.93% 

LA FIRE & POLICE PORTFOLIO (Net) -5.94% -0.16% -5.33% 3.50% 9.72% 13.35% 7.02% 



For One-on-One Use Only 

U.S. PERFORMANCE ATTRIBUTION 
YEAR-TO-DATE BY SECTOR 
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As of 31 August 2015  *Return-based performance attribution is calculated using Factset and will result in differences from official performance results generated through  our 
portfolio accounting and performance measurement systems. These differences are generally minor over short time periods but compound over longer time horizons, and 
will be greater during periods of market volatility. The primary factor contributing factor is the difference in calculation methodology as Factset does not account for portfolio 
trades on a real time basis. While the attribution data can provide a high level perspective on the proportional sources of value added, such as the relative contribution of stock 
selection versus sector allocation, the nominal returns generated by the attribution will differ from those of the official portfolio results. 
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AVERAGE 
PORTFOLIO     

WEIGHT1 

PORTFOLIO 
RETURN 

(LOCAL)1 

AVERAGE 
INDEX 

WEIGHT2 

INDEX 
RETURN 

(LOCAL)2 

TOTAL 
EFFECT 
(USD) 

FIVE LARGEST CONTRIBUTORS 

Essex Property Trust, Inc. 5.16% 5.22% 2.45% 5.23% 0.29% 

Cubesmart 1.91% 16.15% 0.67% 16.16% 0.25% 

Hcp Inc 0.07% 8.70% 3.19% -12.26% 0.23% 

Senior Housing Properties Trust -- -- 0.78% -24.82% 0.16% 

Sun Communities, Inc. 1.43% 10.04% 0.55% 10.04% 0.13% 

FIVE LARGEST DETRACTORS 

Pebblebrook Hotel Trust 2.58% -15.42% 0.54% -15.42% -0.20% 

Udr Inc. -- -- 1.44% 7.45% -0.18% 

Brookdale Senior Living Inc. 1.03% -25.01% -- -- -0.18% 

Host Hotels & Resorts, Inc. 3.37% -23.93% 2.67% -23.92% -0.17% 

SL Green Realty Corp. 4.35% -12.16% 2.01% -12.15% -0.14% 

LARGEST U.S. CONTRIBUTORS / DETRACTORS 
YEAR-TO-DATE 2015 BY STOCK TO EXCESS RETURNS 

As of 31 August 2015. Source: FactSet, FTSE  
1Portfolio holdings and weightings are from the LA Fire & Police Portfolio and are shown as supplemental information to the annual disclosure presentation which 
can be found in the notes to performance section. 2Dow Jones U.S. Select RESI   
2FTSE EPRA/NAREIT Developed NTR Index 
Due to rounding, figures and percentages shown may not add to the totals or equal 100.  
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GLOBAL PORTFOLIO CHARACTERISTICS 
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As of 31 August 2015 
Source: FactSet, FTSE 
1Portfolio holdings and weightings are from the LA Fire & Police Portfolio and are shown as supplemental information to the Annual Disclosure Presentation 
which can be found in the notes to performance section. 2FTSE EPRA/NAREIT Developed NTR Index  

PORTFOLIO1 BENCHMARK2 

CAPITALIZATION & LIQUIDITY 

Leverage (Net Debt & Preferred / Total Cap) 28.6% 33.1% 

Free Float (billions of USD) 15.1 12.3 

Daily Dollar Volume (millions of USD) 80.3 66.3 

VALUATION & GROWTH 

Price to Net Asset Value (NAV) 94.0% 92.9% 

Price / Funds From Operations (FY1) 17.9 17.8 

Price / Earnings Per Share (FY1) 19.1 20.7 

Enterprise Value to EBITDA 18.9 18.2 

Dividend Yield 3.0% 3.7% 

Dividend Growth (FY1) 9.9% 5.0% 

Earnings Growth (FY1) 10.4% 6.6% 

CONSTITUENCY  

Active Share Ratio 53.1% 0% 

Beta Versus Benchmark 1.1 1.0 

Number of Constituents 72 327 

Non-REIT Property Stocks 25.5% 20.4% 

Non-Index Holdings 4.7% 0.0% 
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GLOBAL PORTFOLIO HOLDINGS 
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TOP 10 HOLDINGS COUNTRY PROPERTY SECTOR 
PORTFOLIO     

WEIGHT1 
BENCHMARK 

WEIGHT2 
ACTIVE 
WEIGHT 

1 Simon Property Group, Inc. United States Retail 6.9% 4.6% 2.3% 

2 Mitsui Fudosan Co., Ltd. Japan Diversified 3.6% 2.2% 1.4% 

3 Essex Property Trust, Inc. United States Residential 3.5% 1.2% 2.2% 

4 Public Storage United States Self-Storage 3.2% 2.4% 0.8% 

5 Westfield Corporation Australia / New Zealand Retail 2.8% 1.1% 1.7% 

6 Land Securities Group PLC United Kingdom Diversified 2.7% 1.3% 1.5% 

7 Prologis, Inc. United States Office & Industrial 2.7% 1.7% 1.1% 

8 AvalonBay Communities, Inc. United States Residential 2.6% 1.8% 0.8% 

9 Mitsubishi Estate Company, Limited Japan Diversified 2.6% 2.3% 0.3% 

10 Equity Residential United States Residential 2.5% 2.1% 0.3% 

TOP 5 OVERWEIGHTS 

1 Simon Property Group, Inc. United States Retail 6.9% 4.6% 2.3% 

2 Essex Property Trust, Inc. United States Residential 3.5% 1.2% 2.3% 

3 Westfield Group Australia Australia / New Zealand Retail 2.8% 1.1% 1.7% 

4 Cubesmart United States Self-Storage 1.9% 0.4% 1.6% 

5 Land Securities Group Plc United Kingdom Diversified 2.8% 1.3% 1.5% 

TOP 5 UNDERWEIGHTS 

1 Hcp Inc United States Healthcare 0.0% 1.4% -1.4% 

2 Vonovia Se Continental Europe / Emea Residential 0.0% 1.2% -1.2% 

3 Sumitomo Realty & Development Co., Ltd. Japan Diversified 0.0% 1.2% -1.2% 

4 Scentre Group Australia / New Zealand Retail 0.0% 1.1% -1.1% 

5 British Land Company Plc United Kingdom Diversified 0.0% 1.0% -1.0% 

As of 31 August 2015. Source: FactSet, FTSE.  1Portfolio holdings and weightings are from the LA Fire & Police portfolio .   
2FTSE EPRA/NAREIT Developed NTR Index.  3Portfolio security weight minus the benchmark security weight.  Due to rounding, figures and percentages shown may 
not add to the totals or equal 100.  It should not be assumed that securities identified above will prove to be profitable. Any reference to a specific security does not 
constitute a recommendation to buy, sell or hold such security. 
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GLOBAL WEIGHT CHANGES 
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As of 31 August 2015. Source: FactSet, FTSE  
Portfolio holdings and weightings are from the LA Fire & Police Pension and are shown as supplemental information to the Annual Disclosure Presentation 
which can be found in the notes to performance section.  
FTSE EPRA/NAREIT Developed NTR Index 
 

YEAR-TO-DATE 2015 

TOP 5 ACTIVE WEIGHT INCREASES SECTOR COUNTRY 
12/31/2014 

ACTIVE WEIGHT 
08/31/2015 

ACTIVE WEIGHT 
ACTIVE WEIGHT 

CHANGE 

Deutsche Wohnen AG Residential Continental Europe/EMEA -0.54% 1.36% 1.90% 

Public Storage Self-Storage United States -0.76% 0.82% 1.58% 

AEON Mall Co., Ltd. Retail Japan -0.17% 1.32% 1.48% 

Merlin Properties SOCIMI S.A Diversified Continental Europe/EMEA -0.12% 1.32% 1.44% 

Equity Residential Residential United States -1.03% 0.33% 1.36% 

TOP 5 ACTIVE WEIGHT DECREASES 

Vonovia SE Residential Continental Europe/EMEA 0.23% -1.23% -1.46% 

Extra Space Storage Inc. Self-Storage United States 0.63% -0.66% -1.29% 

Vornado Realty Trust Diversified United States 0.54% -0.67% -1.21% 

Federation Centres Retail Australia/New Zealand 0.61% -0.55% -1.16% 

Wereldhave N.V. Diversified Continental Europe/EMEA 0.76% -0.19% -0.95% 
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-4.0% 0.0% 4.0%

RELATIVE  EXPOSURE 

Underweight Overweight 

PORTFOLIO    
WEIGHT1 

  
BENCHMARK 

WEIGHT2 

UNITED KINGDOM 9.4%   7.1% 

UNITED STATES 54.6%   52.7% 

HONG KONG 7.9%   6.7% 

CONTINENTAL EUROPE / EMEA 11.4%   11.1% 

AUSTRALIA / NEW ZEALAND 5.7%   5.8% 

SINGAPORE 1.5%   2.4% 

JAPAN 8.7%   11.5% 

CANADA 0.0%   2.8% 

As of 31 August 2015. Source: FactSet, FTSE 
1Portfolio holdings and weightings are from the LA Fire & Police portfolio  
2FTSE EPRA/NAREIT Developed NTR Index.  
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RELATIVE  EXPOSURE 

-6.0% 0.0% 6.0%
Underweight Overweight 

PORTFOLIO 
 WEIGHT1 

  
BENCHMARK 

WEIGHT2 

RESIDENTIAL 17.6% 
  

13.8% 

OFFICE & INDUSTRIAL 20.3% 
  

17.4% 

SELF-STORAGE 5.8% 
  

3.9% 

LODGING 5.4% 
  

4.2% 

TECHNOLOGY 0.8% 
  

1.0% 

RETAIL 21.0% 
  

22.5% 

NET LEASE 1.4% 
  

3.7% 

HEALTHCARE 4.9% 
  

7.4% 

DIVERSIFIED 22.1% 
  

26.1% 

As of 31 August 2015. Source: FactSet, FTSE  
1Portfolio holdings and weightings are from the representative portfolio of our LA Fire & Police account and are shown as supplemental information to the Annual 
Disclosure Presentation which can be found in the notes to performance section.  
2FTSE EPRA/NAREIT Developed NTR Index 
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PORTFOLIO1 BENCHMARK2 

CAPITALIZATION & LIQUIDITY 

Leverage (Net Debt & Preferred / Total Cap) 28.7% 32.7% 

Free Float (billions of USD) 19.0 16.8 

Daily Dollar Volume (millions of USD) 107.5 99.7 

VALUATION & GROWTH 

Price to Net Asset Value (NAV) 84.6% 84.6% 

Price / Funds From Operations (FY1) 16.5 16.0 

Enterprise Value to EBITDA 17.1 16.9 

Dividend Yield 3.1% 3.4% 

Dividend Growth (FY1)  11.9% 7.3% 

Earnings Growth (FY1) 13.1% 13.1% 

CONSTITUENCY  

Active Share Ratio 37% 0% 

Beta Versus Benchmark 1.0 1.0 

Number of Constituents 41 93 

Non-REIT Property Stocks 0.8% 0.8% 

Non-Index Holdings 7.3% 0.00% 

As of 31 August 2015. Source: FactSet, Dow Jones 
1Portfolio holdings and weightings are from the LA Fire & Police Portfolio and are shown as supplemental information to the annual disclosure presentation 
which can be found in the notes to performance section. 2Dow Jones U.S. Select RESI   
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TOP 10 HOLDINGS PROPERTY SECTOR 
PORTFOLIO     

WEIGHT1 
BENCHMARK 

WEIGHT2 
ACTIVE 
WEIGHT 

1 Simon Property Group, Inc. Retail 11.9% 10.8% 1.8% 

2 Public Storage Self-Storage 6.6% 5.3% 1.3% 

3 Essex Property Trust, Inc. Residential 5.4% 2.6% 2.9% 

4 Equity Residential Residential 5.0% 4.7% 0.3% 

5 Health Care REIT, Inc. Healthcare 4.2% 4.0% 0.1% 

6 Ventas, Inc. Healthcare 4.1% 3.3% 0.8% 

7 Prologis, Inc. Office & Industrial 4.1% 3.6% 0.5% 

8 SL Green Realty Corp. Office & Industrial 4.0% 1.9% 2.2% 

9 AvalonBay Communities, Inc. Residential 4.0% 4.0% 0.1% 

10 Boston Properties, Inc. Office & Industrial 4.0% 3.2% 0.8% 

TOP 5 OVERWEIGHTS 

1 Essex Property Trust, Inc. Residential 5.4% 2.6% 2.8% 

2 SI Green Realty Corporation Office & Industrial 4.0% 1.9% 2.2% 

3 Apartment Investment & Management Residential 3.2% 1.0% 2.1% 

4 First Industrial Realty Trust, Inc. Office & Industrial 2.4% 0.4% 2.0% 

5 Pebblebrook Hotel Trust Lodging 2.4% 0.5% 1.9% 

TOP 5 UNDERWEIGHTS 

1 Hcp Inc Healthcare 0.0% 3.2% -3.2% 

2 Kimco Realty Corporation Shopping Centers 0.0% 1.7% -1.7% 

3 Macerich Company Retail 0.3% 2.0% -1.7% 

4 Digital Realty Trust, Inc. Office 0.0% 1.6% -1.6% 

5 Udr Inc. Apartments & Related 0.0% 1.5% -1.5% 

As of 31 August 2015. Source: FactSet, Dow Jones 
1Portfolio holdings and weightings are from the LA Fire & Police Portfolio and are shown as supplemental information to the annual disclosure presentation which 
can be found in the notes to performance section. 2Dow Jones U.S. Select RESI   
 Due to rounding, figures and percentages shown may not add to the totals or equal 100%. It should not be assumed that securities identified above will prove to be 
profitable. Any reference to a specific security does not constitute a recommendation to buy, sell or hold such security. 
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As of 31 August 2015. Source: FactSet, Dow Jones 
1Portfolio holdings and weightings are from the LA Fire & Police Portfolio and are shown as supplemental information to the annual disclosure presentation which can be found 
in the notes to performance section. 2Dow Jones U.S. Select RESI   
 

YEAR-TO-DATE 2015 

TOP 5 ACTIVE WEIGHT INCREASES SECTOR 
1Q 2015 ACTIVE 

WEIGHT 
2Q 2015 ACTIVE 

WEIGHT 
ACTIVE WEIGHT 

CHANGE 

Public Storage Self-Storage -0.89% 1.27% 2.16% 

Alexandria Real Estate Equities, Inc. Office & Industrial -1.10% 0.91% 2.00% 

Equity Residential Residential -1.62% 0.28% 1.90% 

American Tower Corporation Technology Space -- 1.59% 1.59% 

Hudson Pacific Properties, Inc. Office & Industrial -- 0.95% 0.95% 

TOP 5 ACTIVE WEIGHT DECREASES 

Vornado Realty Trust Diversified 0.49% -1.47% -1.95% 

Extra Space Storage Inc. Self-Storage 0.92% -0.90% -1.82% 

Taubman Centers, Inc. Retail 0.73% -0.78% -1.51% 

Jones Lang LaSalle Incorporated Other 1.29% -- -1.29% 

Camden Property Trust Residential 1.24% -0.02% -1.26% 
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RELATIVE  EXPOSURE 

Underweight Overweight 

PORTFOLIO    
WEIGHT1 

  
BENCHMARK 

WEIGHT2 

NET LEASE 
3.2% 0.0% 

HOTELS & RELATED 
8.9%   6.9% 

TECHNOLOGY 
1.6%   0.0% 

SELF-STORAGE 
9.5% 8.3% 

OFFICE 
13.4%   12.2% 

APARTMENTS & RELATED 
21.1%   20.3% 

INDUSTRIAL 
8.1% 7.2% 

DATA CENTERS 
0.8% 1.9% 

MALLS & OUTLETS 
16.3%   17.6% 

SHOPPING CENTERS 6.2%   8.5% 

DIVERSIFIED 
1.3%   4.7% 

HEALTHCARE 
9.1%   12.4% 

As of 31 August 2015.  Source: FactSet, Dow Jones 
1Portfolio holdings and weightings are from the representative portfolio of our U.S. Real Estate Equity Securities Composite and are shown as supplemental 
information to the annual disclosure presentation which can be found in the notes to performance section. 2Dow Jones U.S. Select RESI  
Due to rounding, figures and percentages shown may not add to the totals or equal 100%. May not reflect current allocations. 



For One-on-One Use Only 

MARKET OUTLOOK 

26 

• We believe a modest increase in U.S. short-term interest rates away from ultra-accommodative low 
levels is not a prelude to a large structural rise in long-term sovereign bond yields globally.  A 
meaningful rise in long-term U.S. interest rates appears to be looking less likely given a low inflation 
outlook.  

 

• Increasing space demand has led to lifted rates in many markets, resulting in sustainable and 
growing property cash flows. We see little risk, in nearly all markets, of new supply additions 
outstripping demand anytime soon, resulting in steady earnings growth for real estate stocks in the 
foreseeable future. 

 

• Real estate stocks are currently trading roughly in line with their private real values and in some cases 
even at discounts. The most discounted real estate stocks in the world today can be found in Asia 
and specifically Hong Kong listed stocks.  

 

• We find valuations and growth prospects to be quite attractive in the U.S. for many real estate stocks. 
Strong underlying real estate fundamentals are driving company earnings higher and the stocks have 
recently sold-off on the prospect of rising interest rates.  
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GLOBAL VALUATION 
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PERFORMANCE 

As of August 31, 2015 
Source: PGI, Factset, UBS 
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GLOBAL VALUATION 
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PERFORMANCE 

As of August 31, 2015 
Source: PGI, Factset, UBS 
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GLOBAL IMPLIED INTERNAL RATE OF RETURN 
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PERFORMANCE 

As of August 31, 2015 
Source: FactSet, Principal 

GLOBAL IRR AND RISK SPREAD 
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U.S. VALUATION 
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PERFORMANCE 

As of August 31, 2015 
Source: Factset 
Calculated using weighted average P/NAV values by sector in the MSCI US REIT Index 
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U.S. VALUATION 
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PERFORMANCE 

As of August 31, 2015 
Source: PGI, Factset, UBS 
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EUROPE VALUATION 
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PERFORMANCE 

As of August 31, 2015 
Source: UBS 
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HONG KONG/CHINA VALUATION 
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PERFORMANCE 

As of August 31, 2015 
Source: UBS 
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JAPAN VALUATION 
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PERFORMANCE 

As of August 31, 2015 
Source: UBS 

-80%

-60%

-40%

-20%

0%

20%

40%

60%

80%

PREMIUM / DISCOUNT TO NET ASSET VALUE 

Japan Developers J-REIT

Historical Average Historical Average



For One-on-One Use Only 

AUSTRALIA VALUATION 
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PERFORMANCE 

As of August 31, 2015 
Source: PGI, Factset, UBS 
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SINGAPORE VALUATION 
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PERFORMANCE 

As of August 31, 2015 
Source: UBS 
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YEAR TO DATE 2015 RETURNS 
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STYLE ANALYSIS BY DIVIDEND YIELD 
 

No clear leadership trends. 

STYLE ANALYSIS BY MARKET CAPITALIZATION 
 

Largest companies tended to outperform. 

Note: Q1 = Lowest yield, Q5 = Highest yield Note: Q1 = Lowest market cap, Q5 = Highest market cap 

STYLE ANALYSIS BY DEBT TO TOTAL CAPITAL 
 

Companies with the highest leverage levels outperformed. 

STYLE ANALYSIS BY 100 DAY STANDARD DEVIATION 
 

Stocks with the highest volatility outperformed. 

Note: Q1 = Lowest leverage, Q5 = Highest leverage. 
Note: Q1 = Lowest deviation, Q5 = Highest deviation. 

As of August 31, 2015 
Source: Data is sourced by Factset and compiled by Principal Global Investors. Universe is all securities in the FTSE EPRA/NAREIT Developed index. Quintiles based 
on equal number of securities. All data in USD. 
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CURRENT INCOME PROFILE 
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PERFORMANCE 

As of August 31, 2015 
Source: FactSet, 
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PRINCIPAL GLOBAL INVESTORS 
DIVERSIFIED GLOBAL ASSET MANAGEMENT ORGANIZATION 
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ASSETS UNDER MANAGEMENT  

$346.2 (BILLIONS) 
By Asset Class 

Alternatives 

$14.0 

Fixed Income 

$152.8 Equity 

$118.3 

Real Estate 

$61.0 

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

• An investor base spanning across  over 75 countries  

• Office locations in major financial markets worldwide 

• Long-standing commitment to corporate stewardship 

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

 

 

 

 

• Principal Financial Group® again earned 
the top spot in its category in Pensions 
& Investments' annual survey of the 
Best Places  to Work in Money 
Management                                                 

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

 

As of 30 June 2015 
Due to rounding, figures and percentages shown may not add to the totals or equal 100% 
1Pensions & Investments, “the Best Places to Work in Money Management”12/08/2014. 
See Important Information page for AUM description. 
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PRINCIPAL REAL ESTATE INVESTORS 

• $61.0 billion1 in real estate assets under 
management 

• Draw from six decades of real estate 
investment experience2  

• In-depth coverage of over 45 U.S. 
metropolitan real estate markets 

• Over 280 unaffiliated institutional clients 

• Top 10 manager of real estate3 
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FOUR QUADRANT REAL ESTATE PLATFORM 

As of 30 June 2015. See Important Information page for AUM description. 
1Due to real estate assets managed by another affiliate, figures shown may not add to the total real estate AUM for Principal Global Investors. Includes assets 
managed by Principal Enterprise Capital, LLC.  2Experience includes investment activities beginning in the real estate investment area of Principal Life Insurance 
Company and continuing through the firm to present. 3Managers ranked by total worldwide real estate assets (net of leverage), as of 30 June 2014. “Largest Real 
Estate Managers”, PENSIONS & INVESTMENTS, 27 October 2014. 
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VALUE PROPOSITION 
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WE OFFER… 
 
an approach designed to deliver superior risk-adjusted 
returns to our clients. 
 
WE FOCUS… 
 
on constructing benchmark-differentiated portfolios with 
our sources of alpha broadly diversified. 
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PORTFOLIO CONSTRUCTION KEY BELIEFS 
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WE BELIEVE… 
 

bottom-up security selection is the most reliable and 
repeatable source of consistent performance. 
 
WE FOCUS ON… 
 

constructing portfolios with high Active Share ratios and 
our sources of alpha distributed across a relatively large 
number of medium-sized active weight positions. 
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INVESTMENT PROCESS OVERVIEW  
BOTTOM-UP APPROACH FOCUSED ON STOCK SELECTION 
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RESEARCH & 
RECOMMEND 

DEBATE &  
ENRICH 

 
 
 
 
 
 

DECIDE &  
EXECUTE 

QUANTITATIVE MODEL RANKINGS 
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DISTINGUISHING FEATURES 
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TEAM 

RESOURCES 

PORTFOLIO CONSTRUCTION 

Stable & proven portfolio management team 

Fundamental process enhanced by in-house 
resources and a proprietary model 

 

Portfolio construction designed to deliver consistent 
excess returns through diversified alpha generation 
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Kelly D. Rush, CFA - Chief Investment Officer, Global Real Estate Securities  
As head of global real estate securities, Kelly directs the domestic and global real estate investment trust (REIT) activity for Principal Real 
Estate Investors, the dedicated real estate unit of Principal Global Investors.  He has experience in both separate account and pooled fund 
management, and has been managing real estate stock portfolios since 1997. Previously, Kelly participated in structuring commercial 
mortgage loans for public real estate companies and the analysis of real estate investment trust issued bonds. He has been with the real 
estate investment area of the firm since 1987. Kelly received an MBA in business administration and a bachelor's degree in finance from the 
University of Iowa. He has earned the right to use the Chartered Financial Analyst designation. Kelly is a member of the Iowa Society of 
Financial Analysts and the CFA Institute. Kelly is an active supporter of the Toigo Foundation and is currently serving as a mentor to a 2007 
Toigo Fellow. Kelly’s prior speaking engagements include the Institutional Investor Endowments & Foundations Roundtable, the NAREIT 
Institutional Investor Forum, the National Conference of Public Employee Retirement Systems (NCPERS), and the International Council of 
Shopping Centers (ICSC) Law Conference. 
 
 
Simon Hedger - Managing Director, Real Estate Securities Portfolio Management   
Simon is a managing director of real estate securities portfolio management for Principal Real Estate Investors, the dedicated real estate 
unit of Principal Global Investors. Based in London, he is responsible for the firm's European, Middle East, and Africa real estate capability 
in REITs and listed real estate securities. Simon has over 34 years of real estate experience, including extensive time spent in both the 
United Kingdom and Australia markets. This includes positions both as an analyst and as a portfolio manager. He joined Principal Global 
Investors in 2003. Previously, Simon worked for Domaine real estate funds, managing the assets of its real estate syndicates. Prior to this, 
he was a senior equities analyst at Prudential Bache/BNP Equities. His background also includes positions as fund manager for Paladin 
Commercial Trust and GEM Commercial Property Trust, as well as a variety of real estate related roles with Prudential Assurance Company 
in both Australia and the United Kingdom. Simon received an MBA from the University of New England and is an associate member of both 
the Royal Institute of Chartered Surveyors and of the Australian Property Institute. He is a U.K. qualified chartered surveyor (ARICS). 
 
 
Anthony Kenkel, CFA, FRM - Managing Director, Real Estate Securities Portfolio Management   
Anthony is a managing director of real estate securities portfolio management for Principal Real Estate Investors, the dedicated real estate 
unit of Principal Global Investors. Currently based in Chicago, he is responsible for the firm’s Asia Pacific real estate capability in REITs and 
listed real estate securities, and has prior experience managing the firm’s Americas real estate capabilities. He also remains active in 
managing U.S. securities as one of the teams listed U.S. portfolio managers. Anthony joined Principal in 1997. In 2000, he became a real 
estate consultant for Arthur Andersen before joining GATX Corporation as a senior financial analyst in 2002. Anthony rejoined Principal in 
2005 in his current position. He received a bachelor's degree in finance from Drake University and an MBA from the University of Chicago 
Graduate School of Business. Anthony has earned the right to use the Chartered Financial Analyst and Financial Risk Manager designations. 
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Andrew Dalby, CFA - Director, Real Estate Securities Portfolio Management   
Andrew is a director of real estate securities portfolio management for Principal Global Investors (Europe). Based in London, he co-heads 
the firm's European real estate investment team specializing in real estate investment trusts and listed property securities. Andrew joined 
the firm in 2007. Previously, he was an analyst/fund manager at Marriott Asset Management, part of Old Mutual. He received an MBA in 
economics and finance from Edinburgh Business School, Heriot-Watt University, and a BCom(Hons) in finance as well as a bachelor's 
degree in economics, business management and psychology from the University of South Africa. Andrew has earned the right to use the 
Chartered Financial Analyst designation and is a member of the U.K. Society of Investment Professionals (UKSIP). 
 
 
Shern–Ling Koh, CFA - Director, Real Estate Securities Portfolio Management   
Shern is a director of real estate securities portfolio management for Principal Global Investors Real Estate, the dedicated real estate unit of 
Principal Global Investors. He is responsible for researching Asian Pacific listed property securities for the team’s global real estate 
strategies. Shern joined the firm in early 2014, and was previously the CEO/CIO at OSK International Asset Management where he 
managed all investment mandates for their public and private equity business in Singapore.   He served  as an investment analyst at 
Fidelity International Ltd from 2007 to 2011 where he was responsible for identifying publicly listed real estate securities investment 
opportunities for Fidelity’s global funds, including their flagship global real estate fund. Shern received his bachelor’s degree from 
Cambridge University, a master’s degree from Yale University and an MBA from Harvard Business School. He has earned the right to use 
the Chartered Financial Analyst designation and speaks Mandarin and French. 
 

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



For One-on-One Use Only 

BIOGRAPHIES 

49 

Keith Bokota, CFA - Real Estate Securities Portfolio Management   
Keith is an associate director of real estate securities portfolio management for Principal Real Estate Investors, the dedicated real estate 
group of Principal Global Investors. He is responsible for analyzing real estate investment trusts and is a member of the real estate 
securities portfolio management team. Keith joined the firm in 2007 as an analyst and moved to his current position in 2013. Before 
joining Principal Real Estate Investors, Keith worked as an analyst for Jones Lang LaSalle. Keith received his bachelor’s degree in finance and 
international business from Georgetown University and has earned the right to use the Chartered Financial Analyst designation. 
 
 
Todd Kellenberger, CFA - Analyst/Portfolio Specialist, Real Estate Securities   
Todd is an analyst/portfolio specialist of real estate securities for Principal Real Estate Investors, the dedicated real estate group of Principal 
Global Investors. He is responsible for the investment analysis of real estate investment trust companies and a member of the real estate 
securities portfolio management team. He covers U.S. hotel and industrial REITs. In addition, he plays a key role in investment marketing 
activities and new business efforts for the real estate securities team. Todd joined the firm in 2006. He received a bachelor's degree in 
finance from the University of Northern Iowa. He has earned the right to use the Chartered Financial Analyst designation and is a member 
of the CFA Institute. 
 
 
Michael Wei, CFA – Associate Director-Analyst, Real Estate Securities   
Michael is an associate director-analyst of real estate securities for Principal Real Estate Investors, the dedicated real estate group of 
Principal Global Investors. He is responsible for the investment analysis of real estate investment trust (REIT) companies and is a member of 
the real estate securities portfolio management team. Michael joined Principal in 2006. Before joining the firm, he was an investment 
banker at Deutsche Bank Corporate Finance Group. Prior to that, he was a quantitative analyst with Quantitative Services Group (QSG). 
Michael received an MBA in finance from the University of Illinois and a bachelor's degree in English from Nanjing University in China. 
Michael has earned the right to use the Chartered Financial Analyst designation.  
 
 
Matthew Schilling, CFA – Analyst, Real Estate Securities    
Matt is an analyst of real estate securities for Principal Real Estate Investors, the dedicated real estate group of Principal Global Investors. He 
is responsible for the investment analysis of real estate investment trust companies and a member of the real estate securities portfolio 
management team. Matt joined the firm in 2005. Prior to his current role, he was an asset manager for Principal Global Investors. He 
received a bachelor's degree in finance and his master’s degree in business administration from the University of Iowa.  He has earned the 
right to use the Chartered Financial Analyst designation and is a member of the CFA Institute. 
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Ian Zheng - Analyst, Real Estate Securities 
Ian is an analyst of real estate securities for Principal Real Estate Investors, the dedicated real estate group of Principal Global Investors. He 
is responsible for the investment analysis of real estate investment trust (REIT) companies. Huaian joined the firm in 2013. Prior to his 
current role, Huaian served as a portfolio performance junior analyst at Cambridge Associates. He received a bachelor's degree in finance 
from The University of Queensland. 
 
 
 
 
John Minor, CFA- Analyst, Real Estate Securities   
John is an analyst of real estate securities for Principal Real Estate Investors, the dedicated real estate group of Principal Global Investors. He 
is responsible for the investment analysis of real estate investment trust companies and a member of the real estate securities portfolio 
management team. John joined the firm in 2014. Prior to his current role, he was an account executive at FactSet Research Systems. He 
received a bachelor's degree in finance from Miami University. John  has earned the right to use the Chartered Financial Analyst 
designation. 
 
 
Eileen Goh, CFA – Associate Analyst, Real Estate Securities   
Eileen is an associate analyst of real estate securities for Principal Global Investors. She is responsible for supporting the data analysis needs 
of the global portfolio team, primary stock coverage of selected Asia Pacific real estate securities, financial modeling, and providing 
support to senior team members. Eileen joined the firm in 2014. Prior to her current role, Eileen served as a an equity research analyst at 
AmFraser Securities where she had primary coverage for Singapore REITs and Business Trusts. Eileen received a bachelor’s degree in 
finance Nanyang Technological University and has earned the right to use the Chartered Financial Analyst designation.  
 
 
Jay Lakhani - PMA Real Estate Securities 
Jay is an associate analyst of real estate securities for Principal Real Estate Investors, the dedicated real estate group of Principal Global 
Investors. He is responsible for conducting fundamental stock analysis involving financial statement review, modeling and security 
valuation analysis. He joined the firm in 2014. Prior to his current role, he served as an intern for JP Morgan where he participated in their 
sales, trading and research rotation program. He graduated from the University of Oxford (Christ’s Church) with an engineering science 
degree. Jay is a level two candidate for the CFA Program. 
 
 
Ying Luo, CFA - Analyst, Real Estate Securities   
Ying is an analyst of real estate securities for Principal Real Estate Investors, the dedicated real estate group of Principal Global Investors. 
She is responsible for the investment analysis of real estate investment trust companies. Ying joined the firm in 2015. Prior to her current 
role, she worked as a Senior Investment Analyst for AMP Capital Investors in Sydney and Beijing. She received her master’s in commerce 
(advanced finance) from the University of New South Wales, Australia and her bachelor of commerce majoring in accounting and finance 
from the University of Melbourne, Australia. She has earned the right to use the Chartered Financial Analyst designation.  
 
 
 
 



REACH    RESEARCH    RESULTS 

NOTES TO PERFORMANCE 



For One-on-One Use Only 

ANNUAL DISCLOSURE PRESENTATION 

52 

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

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

Principal Real Estate Investors, LLC claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS® standards.  Principal Real 
Estate Investors, LLC has been independently verified for the periods of April 1, 2000 through December 31, 2014.  A copy of the verification report(s) is/are available upon request. 
 
Verification assesses whether (1) the firm has complied with all the composite construction requirements of the GIPS® standards on a firm-wide basis and (2) the firm’s policies and procedures are designed to calculate 
and present performance in compliance with the GIPS® standards.  Verification does not ensure the accuracy of any specific composite presentation. 

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

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

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

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

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

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

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

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

                        

  GLOBAL REAL ESTATE SECURITIES (USD) 
                      

    Total Firm Assets (USD) 
   Composite 

Assets   Annual Performance Results (USD) 

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

Annual Composite Composite Benchmark 

  Year End (millions) (millions) (millions) Accounts Return Return Return Dispersion 3-Yr St Dev 3-Yr St Dev 
  2014 57,229 48,135 5,061 15 17.57% 16.95% 15.02% 0.22% 12.10 12.49 

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

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

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

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

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

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

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

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

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

  

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

  

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

  

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

  

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

  

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

  

FEES-The standard applicable Global Real Estate Securities asset management (USD) fee schedule is 0.75% on the first $25 million, 0.65% on the next $25 million, and 0.55% thereafter.  Actual 
investment advisory fees incurred by clients may vary.   
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Past performance is no guarantee of future results.  

Real estate investment options are subject to some risks inherent in real estate and real estate investment trusts (REITs), such as risks associated with general and local economic 
conditions. Investing in REITs involves special risks, including interest rate fluctuation, credit risks, and liquidity risks, interest conditions on real estate values and occupancy rates.  As a 
general matter, the strategy entails a high degree of risk and is suitable only for sophisticated investors for whom such an investment is not a complete investment program and who fully 
understand and is capable of bearing the risks associated with such strategy. Investments in real estate securities are subject to the same stock market risks of investing in common stocks, 
which is the risk that stock prices overall will decline over short or long periods. There are special risk considerations with investing in REITs similar to those associated with the direct 
ownership of real estate, including falling property values due to increasing vacancies, declining rents resulting from economic, legal, tax or political developments, lack of liquidity, 
limited diversification and sensitivity to certain economic factors such as interest rate changes and market recessions. Foreign securities involve special risks, including currency 
fluctuations, lower liquidity, political and economic uncertainties, and differences in accounting standards. Some global securities may represent small- and medium-sized companies, 
which may be more susceptible to price volatility and less liquid than larger companies. There can be no assurance that the strategy’s objectives will be achieved, and investors must be 
prepared to bear capital losses, including a loss of capital invested. 

Morningstar Ratings Disclosures  

Principal Real Estate Securities Fund: 

Morningstar ratings for the other time periods as of 06/30/2015 are as follows: Class I, 3-year (4 stars/234 funds), 5-year (5 stars/199 funds), 10-year (5 stars/150 funds). 

Principal Global Real Estate Securities Fund: 

Morningstar ratings for the other time periods as of 06/30/2015 are as follows: Class I, 3-year (5 stars/187 funds), 5-year (5 stars/154 funds). Past performance is no guarantee of future 
results. Morningstar proprietary ratings reflect historical risk-adjusted performance for funds with at least a 3-year performance history and are subject to change each month. 
Morningstar Ratings™ are calculated from a fund’s three-, five-, and ten-year average annual returns in excess of the 90-day U.S. Treasury bill returns, with appropriate fee adjustments, 
and a risk factor that reflects performance below the 90-day Treasury bill return. Within each asset class the top 10% of funds receive 5 stars (Highest); the next 22.5% receive 4 stars 
(Above Average); the middle 35% earn 3 stars (Average); the next 22.5% receive 2 stars (Below Average); and the bottom 10% receive 1 star (Lowest). The Overall Morningstar Rating for 
a fund is derived from a weighted average of the performance figures associated with its three-, five-, and ten-year (if applicable) Morningstar Rating metrics. ©2015 Morningstar, Inc. All 
rights reserved. Part of the mutual fund data contained herein: (1) is proprietary to Morningstar and/ or its content providers; (2) may not be copied or distributed; and (3) is not 
warranted to be accurate, complete, or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information. 
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This document is intended for sophisticated institutional and professional investors only and is delivered on an individual basis to the recipient and should not be passed on or otherwise distributed 
by the recipient to any other person or organization. 

The information in this document has been derived from sources believed to be accurate as of June 2015. Information derived from sources other than Principal Global Investors or its affiliates is 
believed to be reliable; however we do not independently verify or guarantee its accuracy or validity. 

The information in this document contains general information only on investment matters and should not be considered as a comprehensive statement on any matter and should not be relied upon 
as such nor should it be construed as specific investment advice, an opinion or recommendation. The general information it contains does not take account of any investor’s investment objectives, 
particular needs or financial situation, nor should it be relied upon in any way as a forecast or guarantee of future events regarding a particular investment or the markets in general. All expressions of 
opinion and predictions in this document are subject to change without notice. Any reference to a specific investment or security does not constitute a recommendation to buy, sell, or hold such 
investment or security. 

Past performance is not a reliable indicator of future performance and should not be relied upon as a significant basis for an investment decision. You should consider whether an investment fits your 
investment objectives, particular needs and financial situation before making any investment decision. 

Subject to any contrary provisions of applicable law, no company in the Principal Financial Group nor any of their employees or directors gives any warranty of reliability or accuracy nor accepts any 
responsibility arising in any other way (including by reason of negligence) for errors or omissions in this document. 

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

Principal Global Investors, LLC  is registered with the U.S. Commodity Futures Trading Commission (CFTC) as a commodity trading advisor (CTA) and is a member of the National Futures Association 
(NFA). Principal Global Investors advises qualified eligible persons (QEPs) under CFTC Regulation 4.7. 

Security and portfolio level analytics with respect to fixed income portfolios in this document are derived from opinions and market assumptions made by Principal Global Investors or its affiliates. 
Some of the assumptions with respect to fixed income portfolios and the underlying investments include, but are not limited to, expected levels of volatility, prepayment, defaults, and recovery rates 
of certain assets held in the portfolio. Future market experience may differ from these opinions and assumptions. 

This document is issued in: 

• The United States by Principal Global Investors, LLC, which is regulated by the U.S. Securities and Exchange Commission. 

• The United Kingdom by Principal Global Investors (Europe) Limited, Level 1, 1 Wood Street, London, EC2V 7JB, registered in England, No. 03819986, which has approved its contents, and which 
is authorised and regulated by the Financial Conduct Authority.  

• Singapore by Principal Global Investors (Singapore) Limited (ACRA Reg. No. 199603735H), which is regulated by the Monetary Authority of Singapore and is directed exclusively at institutional 
investors as defined by the Securities and Futures Act (Chapter 289). 

• Hong Kong by Principal Global Investors (Hong Kong) Limited, which is regulated by the Securities and Futures Commission and is directed exclusively at professional investors as defined by the 
Securities and Futures Ordinance.. 

• Australia by Principal Global Investors (Australia) Limited (ABN 45 102 488 068, AFS Licence No. 225385), which is regulated by the Australian Securities and Investments Commission. 

• Japan by Principal Global Investors (Japan) Ltd. (Kanto Local Finance Bureau (Kinsho) No. 462, Japan Investment Advisers Association; Membership No. 011-01627). 

• This document is issued by Principal Global Investors LLC, a branch registered in the Dubai International Financial Centre and authorized by the Dubai Financial Services Authority as a 
representative office and is delivered on an individual basis to the recipient and should not be passed on or otherwise distributed by the recipient to any other person or organization. This 
document is intended for sophisticated institutional and professional investors only. 
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Principal Global Investors is the asset management arm of the Principal Financial Group ® (The Principal ®)¹ and includes the asset management operations of the following subsidiaries of The 
Principal: Principal Global Investors, LLC; Principal Real Estate Investors, LLC; Principal Enterprise Capital, LLC; Liongate Capital Management LLP; Spectrum Asset Management, Inc.; Post Advisory 
Group, LLC; Columbus Circle Investors; Edge Asset Management, Inc.; Morley Financial Services Inc.; Finisterre Capital, LLP; Origin Asset Management, LLP; Principal Global Investors (Europe) 
Limited; Principal Global Investors (Singapore) Ltd.; Principal Global Investors (Australia) Ltd.; Principal Global Investors (Japan) Ltd.; Principal Global Investors (Hong Kong) Ltd.; CIMB-Principal 
Islamic Asset Management Sdn. Bhd.; and the majority owned affiliates of Principal International, Inc. Assets under management includes assets managed by investment professionals of Principal 
Global Investors under dual employee arrangements with other subsidiaries of The Principal and assets managed in accordance with investment advice provided by Principal Global Investors through 
the delivery of a model. 

1"The Principal Financial Group" and "The Principal" are registered trademarks of Principal Financial Services, Inc., a member of the Principal Financial Group. 

This document is intended for sophisticated institutional and professional investors only. 

The name of the Swiss representative is ACOLIN Fund Services AG, Stadelhoferstrasse 18, CH-8001 Zürich. The name of the paying agent is Société Générale Paris, Zweigniederlassung Zürich, 
Talacker 50, CH-8021 Zürich. Investors can obtain the prospectus, trust deed, the Key Investor Information Document and the annual and semi-annual reports free of charge from the representative 
in Switzerland. 

The value of units may fall as well as rise as a result of market movements as well as currency fluctuations. Past performance is no guide to the future. Full details of the risks of investing in the Fund 
are contained in the prospectus. Investors should obtain and read a copy of the prospectus and Key Investor Information Document before investing, these are available at principalglobalfunds.com.  
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Principal Real Estate Investors is committed to operating practices that are environmentally responsible.  

30% 

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



  ITEM:  E  

M I N U T E S 
 

OF THE 
 

BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 

BOARD MEETING OF MAY 21, 2015 
 
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. 
 
COMMISSIONERS PRESENT: Belinda Vega, President  

Robert von Voigt, Vice President 
Cielo Castro 
Sam Diannitto (participated telephonically) 
Ruben Navarro  
Corinne Tapia 
 

COMMISSIONERS ABSENT: George Aliano 
 Adam Nathanson 
 Pedram Salimpour 
 
DEPARTMENT OF FIRE AND 
  POLICE PENSIONS:   Raymond P. Ciranna 

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 
 
President Vega called the meeting to order at 8:48 a.m. All of the above-listed Commissioners were 
present at the start of the meeting with the exception of Commissioner Tapia, who arrived at 9:08 a.m.  
 
A. ITEMS FOR BOARD ACTION 

 
1. EMERGING MANAGER ALLOCATION PLAN AND POSSIBLE BOARD ACTION 

 
Mr. Rick Rogers, Investment Officer III presented the recommendation to hire up to two fixed 
income emerging managers; up to three small cap/micro cap managers; and up to three large 
cap emerging managers. Secondly, that the Board affirm that the emerging managers hired will 
be funded from the $125M previously approved for that purpose. He asked the Board to let Staff 
know what they would like done.  
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President Vega noted that if the Board allocates $125M, but determines to allocate additional 
money, it would take it directly from one of our emerging manager fund of funds.  
 
The Board discussed the number of managers to interview and how much money to allocate 
to each of the managers.  
 
General Manager Ciranna stated that depending on how many managers the Board wishes to 
select, it is possible to allocate $25M to each manager. He further discussed the number of 
managers to hire for each category. If the Board chooses to select only two managers, then the 
Board may interview five managers according to our investment policy.  
 
President Vega stated that the Board needed to decide on how to proceed. She preferred not to 
interview seven managers and that it would be hel pful if staff narrowed down the list of 
managers to interview.   
 
Commissioner von Voigt moved that the Board hire two managers in each category. He 
discussed raising the dollar amount depending on the firm and how much money the Board is 
allocating to each manager.  
 
General Manager Ciranna suggested giving each the manager up to $25M, and to hire two 
managers from each category.  
 
Commissioner von Voigt amended his motion that the Board hire two managers from each of 
the categories and allocate up to $25M to each manager.  

 
General Manager Ciranna suggested that the Board interview on three separate dates. Once the 
Board interviews and makes its final selections, it can then decide on the allocation. If the Board 
chooses to allocate up to $25M, then staff can move money to the new manager from the fund 
of fund managers.  
 

RESOLUTION 15120 
 
Commissioner von Voigt moved as amended that the Board: 

 
1) Approve hiring up to two (2) fixed income emerging managers, up to two (2) small cap and/or 

micro cap emerging managers, and up to two (2) large cap emerging mangers; and investing 
up to $25 million with each manager; and  

 
2) Affirm that the emerging managers hired will be funded from the $125 million previously 

approved for that purpose at the Board meetings of April 17, 2014 and February 5, 2015, 
which was seconded by Commissioner Castro and approved by the following vote: ayes, 
Commissioners Castro, Diannitto, Navarro, von Voigt, and President Vega – 5; nays, none.  
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2. DISCUSSION OF FINALIST CANDIDATES FOR THE EMERGING FIXED INCOME 

MANAGER SEARCH AND POSSIBLE BOARD ACTION 
 

Commissioner Tapia arrived to the meeting at 9:08 a.m.  
 
Mr. Derek Niu, Investment Officer II; Mr. Jim Voytko, Chief Operating Officer, and Ms. Sonia 
Ruiz, Manager Research Analyst from RVK were before the Board. Mr. Niu said that the Board 
could select five firms to interview or waive the policy and interview more or all of the semi-
finalists.   
 
Mr. Voytko stated that this amount of money in fixed income will not change the profile of the 
fixed income structure.  Given the size of the search this represents an opportunity to have small 
amounts of money in unique categories of fixed income if the Board desires. The Board could 
interview all eight managers but that is not his recommendation.  
 
Ms. Sonia Ruiz provided a brief overview of each of the five firms and answered the Board’s 
questions.  
 
Some Board members stated their opinions on how many firms to interview.  
 
President Vega entertained a motion but Commissioner von Voigt stated he would initiate the 
motion.   

 
RESOLUTION 15121 

 
Commissioner von Voigt moved that the Board approve the five (5) emerging fixed income firms as 
recommended in the RVK report and listed below for presentation to the Board with the intent of hiring 
two (2) firms:  
 

o GIA Partners, LLC 
o New Century Advisors, LLC 
o Semper Capital Management, L.P. 
o Strategic Income Management, LLC 
o The Patterson Capital Corporation 

 
which was seconded by Commissioner Castro and appr oved by the following vote: ayes, 
Commissioners Castro, Diannitto, Navarro, Tapia, von Voigt, and President Vega – 6; nays, 
none.  
 

3. REVISION TO BOARD POLICY ON REVOCATION OF DROP ENROLLMENT AND 
POSSIBLE BOARD ACTION  
 
Mr. Joseph Salazar, Assistant General Manager and Ms. Kimberly McCullough, Management 
Analyst I, DROP/Service Pensions Section from Pensions Division were before the Board. 
Ms. McCullough stated that currently there is an i ncrease in member enrollment in DROP 
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entries, DROP exits, and service pensions. The current DROP enrollment policy sometimes 
makes it difficult for staff and the employing departments to obtain the proper documents and 
schedule counseling appointments when we experience increases in enrollment activity. Staff is 
requesting to extend the application period to better service the members.  
 
Mr. Salazar stated that he intends to extend the application timeframe from 30 to 60 days, which 
will be documented in departmental internal procedures.  

 
RESOLUTION 15122 

 
Commissioner Navarro moved that the Board approve the proposed amendment to Board 
Operating Policies and Procedures, Section 3.2.2: Revocation of DROP Enrollment, which was 
seconded by Commissioner von Voigt and approved by the following vote: ayes, Commissioners 
Castro, Diannitto, Navarro, Tapia, von Voigt, and President Vega – 6; nays, none.  
 
 

4. RECOMMENDATION TO AWARD A PENSION ADMINISTRATION SYSTEM CONTRACT 
WITH XEROX STATE AND LOCAL SOLUTIONS, INC. AND APPROVE A CONTRACT 
AMENDMENT WITH LRWL, INC. FOR OVERSIGHT PROJECT MANAGEMENT AND 
QUALITY ASSURANCE SERVICES 
 
Ms. Erin Kenney, Departmental Audit Manager stated that she received the disclosure forms 
from Xerox State and Local Solutions, Inc. and LRWL, Inc., and there is nothing to report.  
 
Messrs. Alfred Domagat, Senior Systems Analyst II and Bob Yan, Information Systems Manager 
II from Systems Section; and Jeff Mills, Project Manager from LRWL, Inc. (LRWL) were before 
the Board. Mr. Domagat provided a summary of the Pension Administration System (PAS), the 
status of the project, the current system in place, and the need for a new system. He discussed 
the need for retaining LRWL for an additional three years while the PAS project is implemented.  
 
General Manager Ciranna stated that recommendation number four allows staff the flexibility to 
move money if needed due to change orders, and ensure that payments are made. Included in 
the budget is a 15% contingency amount which is normal for the size and scope of a project of 
this type. He is committed to meeting the internal needs of the department and the members as 
there will be an enhanced self-service portal available for them. He wants to ensure the member 
information contained is easy to interpret. In regards to LRWL, there is a need f or quality 
assurance in a large project through a third party.  

 
RESOLUTION 15123 

 
Commissioner Navarro moved that the Board:  
  
PENSION ADMINSTRATION SYSTEM PROJECT 
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1. Approve an eight-year contract with Xerox State & Local Solutions, Inc. to implement a new 

Pension Administration System and provide post-implementation support services for an 
amount not to exceed $9,017,706 (The approved contract amount includes $8,337,308 in 
implementation and post-implementation costs, and $680,398 in contingency funding (15%) 
in the event change orders are necessary during implementation.);  

 
2. Authorize the General Manager to negotiate and execute the terms and conditions of the 

contract;  
 
3. Authorize the President of the Board, on behalf of the Board, to execute the contract 

subject to the approval of the City Attorney; and, 
 
4. Authorize staff the requisite flexibility to reallocate approved funds between project fiscal 

years and line items to most efficiently oversee the project. 
 
OVERSIGHT PROJECT MANAGEMENT AND QUALITY ASSURANCE 
 
That the Board: 
 
5. Approve the first amendment to the Los Angeles Fire and Police Pension (LAFPP) contract 

with LRWL, Inc. for oversight project management and quality assurance services (not to 
exceed $1,160,000), extend the contract term to December 31, 2018, and authorize the 
General Manager to execute the LRWL, Inc. contract amendment, which was seconded by 
Commissioner Tapia and approved by the following vote: ayes, Commissioners Castro, 
Diannitto, Navarro, Tapia, von Voigt, and President Vega – 6; nays, none. 

 
5. CITY CLERK – ELECTION DIVISION’S CERTIFICATION OF THE POLICE DEPARTMENT 

ACTIVE BOARD MEMBER GENERAL ELECTION RESULTS AND BOARD DECLARATION 
OF ELECTED MEMBER 
 
Ms. Wendy Kamayatsu, Management Analyst II, Administrative Service Section presented the 
election results of the active Police Department member held on April 28, 2015, recommending 
that the Board declare Robert von Voigt the elected member for a new term beginning July 1, 
2015 through June 30, 2020.  
 

RESOLUTION 15124 
 

Commissioner Navarro moved that the Board declare Robert von Voigt the elected Police 
Department Active Member of the Board of Fire and Police Pension Commissioners for the term 
beginning July 1, 2015 and ending June 30, 2020, based on the official election results provided 
by the Office of the City Clerk, which was seconded by Commissioner Castro and approved by 
the following vote: ayes, Commissioners Castro, Diannitto, Navarro, Tapia, von Voigt, and 
President Vega – 6; nays, none.  
 

B. REPORTS TO THE BOARD 
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1. Miscellaneous correspondence from money managers, consultants, etc. – Received and 

Filed.  
 
2. General Manager’s Report 
 

a. Monthly Report 
 

b. Marketing Cessation Information 
 

c. Benefits Actions approved by General Manager on May 7, 2015 
 

Pursuant to Resolution 04008, adopted by the Board of Fire & Police Pension 
Commissioners on August 7, 2003, the following benefit actions have been approved by the 
General Manager on May 7, 2015. 

 
DISCONTINUED PENSIONS – TIER 1 – 6 
 
Jeffrey R. Squires Police Service Retired: 03-01-64 Died: 03-11-15 
Peter E. Stafford Police Disability Retired: 04-28-64 Died: 01-20-15 
Edna L. Richards Fire Widow Retired: 03-01-78 Died: 02-28-15 
Mary F. Lindsey Police Widow Retired: 01-24-03 Died: 03-20-15 
Lucy R. Vargas Police Widow Retired: 12-28-68 Died: 03-30-15 
Darlene E. Wright Police Widow Retired: 03-16-91 Died: 01-03-15 

 
DISCONTINUED PENSIONS – TIER 2 – 15 
 
Burton M. Hosterman Fire Service Retired: 07-06-86 Died: 03-25-15 
Robert A. Moore Fire Service Retired: 04-09-78 Died: 03-21-15 
Richard P. Denver Police Service Retired: 10-02-78 Died: 01-31-15 
George K. Goland Police Service Retired: 12-27-77 Died: 03-26-15 
James L. Staub Police Service Retired: 01-01-78 Died: 03-05-15 
Fred C. Tepstein Police Service Retired: 12-04-94 Died: 02-20-15 
Dudley D. Varney Police Service Retired: 08-21-84 Died: 04-07-15 
Richard J. Knott Police Disability Retired: 11-29-79 Died: 03-26-15 
Barbara W. Brown Fire Widow Retired: 08-01-76 Died: 03-09-15 
Jeanne M. Christopher Fire Widow Retired: 06-19-14 Died: 03-27-15 
Dorothy M. Davis Fire Widow Retired: 06-14-01 Died: 03-28-15 
Geraldine A. Forler Fire Widow Retired: 10-04-09 Died: 03-29-15 
Betty L. Turley Fire Widow Retired: 08-07-99 Died: 11-24-14 
Bonnie M. Young Fire Widow Retired: 07-23-92 Died: 02-14-15 
June R. Vaile Police Widow Retired: 06-01-74 Died: 03-27-15 

 
DISCONTINUED PENSIONS – TIER 5 – 1 
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James D. Olson Fire Service Retired: 05-01-02 Died: 03-07-15 

 
ELIGIBLE SURVIVING SPOUSE’S PENSION – TIER 2 – 2 
 
Name Deceased Member Member’s Class Effective Date 
Shirley M. Moore Robert A. Moore Fire Service 03-22-15 
Marilyn V. Varney Dudley D. Varney Police Service 04-08-15 

 
ELIGIBLE SURVIVING SPOUSE’S PENSION – TIER 5 – 1 
 
Name Deceased Member Member’s Class Effective Date 
Janine V. Olson James D. Olson Fire Service 03-08-15 

 
SURVIVOR BENEFIT PURCHASE PROGRAM – TIER 2 – 1 
 
Name Member’s Class Effective Date Survivor Benefit % 
Franklin D. Garcia Police Service 05-01-15 30% 

 
SURVIVOR BENEFIT PURCHASE PROGRAM VESTED MEMBERS – TIER 2 – 1 
 
Name   Member’s Class Effective Date Vested Date Survivor Benefit % 
David K. Weller Police Service 05-01-14 05-01-15 70% 

 
SURVIVING CHILD’S PENSION – TIER 3 – 1 

 
Surviving child benefits are now payable to Samantha C. Cuesta, surviving child of deceased Police Officer II, 
Filbert H. Cuesta, effective May 2, 2015, due to the attainment of age 18 and the continuation of full-time 
student status. 
 
REINSTATE SURVIVING CHILD’S PENSION – TIER 3 – 1 
 
Pension payable to Sawyer L. Esparza, surviving child of deceased Detective II, Jeffery T. Esparza, reinstated 
effective February 1, 2015.  Documentation has been submitted for full-time student status. 
 
DECREASE SURVIVING SPOUSE’S PENSION – TIER 3 – 2 
 
Decrease the pension payable to Sylvia R. Cuesta, surviving spouse of deceased Police Officer II, Filbert H. 
Cuesta, due to the attainment of age 18 and full-time student status by Samantha C. Cuesta, effective May 2, 
2015. 
 
Decrease the pension payable to Lorna L. Esparza, surviving spouse of deceased Detective II, Jeffery T. 
Esparza, due to the full-time student status by Sawyer L. Esparza, effective February 1, 2015. 
 
INCREASE SURVIVING SPOUSE’S PENSION – TIER 5 – 1 
 
Increase the pension payable to Lori A. Kilker, surviving spouse of deceased Apparatus Operator, Bret H. 
Harris, effective January 1, 2015, due to the discontinuance of full-time student status by Adam H. Harris.  
There are two remaining minor children. 
 
DISCONTINUE SURVIVING CHILD’S PENSION – TIER 5 – 2 
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Discontinue the pension payable to Alexander T. Dunn, surviving child of deceased Firefighter III, William A. 
Dunn, effective May 25, 2015, due to the attainment of age 22 on May 26, 2015.  There are no remaining 
minor children. 

 
Discontinue the pension payable to Adam H. Harris, surviving child of deceased Apparatus Operator, Bret H. 
Harris, effective January 1, 2015, due to the discontinuance of full-time student status. 

 
GUARDIANSHIP – TIER – 2 – 1 
 
A certified copy of the Letters of Guardianship for Vernon A. Knauff, issued in the Superior Court of the State of 
Washington, Lewis County, Case Number 15-4-00030-1, appointing Security State Bank Trust Department, 
Guardian for Vernon A. Knauff, retired Police Pensioner, effective February 27, 2015, has been filed with this 
office. 
 
Pension payments will be paid to Security State Bank Trust Department for the benefit of Vernon A. Knauff, 
effective May 1, 2015. 

 
CONSERVATORSHIP – TIER – 1 – 1 
 
A certified copy of the Letters of Conservatorship for Dondi L. O’Connell, issued in the Circuit Court of the State 
of Oregon, County of Washington, Case Number C14-0073PG, appointing Cheryl Feuerstein, Conservator for 
Dondi L. O’Connell, dependent child of deceased Police Officer, Richard L. O’Connell, effective March 16, 2015, 
has been filed with this office.   
 
Pension payments will be paid to Cheryl Feuerstein for the benefit of Dondi L. O’Connell, effective 
February 7, 2013. 
 
CONSERVATORSHIP – TIER – 2 – 2 
 
A certified copy of the Letters of Conservatorship for Jack E. Chiquet, issued in the District Court of the State of 
Colorado, Mesa County, Case Number 14PR30207, appointing Rhea I. Chiquet, Conservator for Jack E. 
Chiquet, retired Police Pensioner, effective January 9, 2015, has been filed with this office. 
 
Pension payments will be paid to Rhea I. Chiquet for the benefit of Jack E. Chiquet, effective May 1, 2015. 

 
A certified copy of the Letters of Conservatorship for Robert T. Wachter, issued in the Superior Court of the 
State of California, Los Angeles County, Case Number BP158633, appointing Patricia L. Barr, Conservator for 
Robert T. Wachter, retired Police Pensioner, effective March 12, 2015, has been filed with this office. 

 
Pension payments will be paid to Patricia L. Barr for the benefit of Robert T. Wachter, effective May 1, 
2015. 

 
SERVICE PENSION – TIER 3 – 1 
 
Police 
Carlos J. Baca Police Officer II Eff: 04-05-15 21 Years 64 Days 
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SERVICE PENSION – TIER 5 – 1 
 
Police 
Cynthia G. Gomez Police Officer III Eff: 04-05-15 26 Years 103 Days 

 
SERVICE PENSION/DROP – TIER 3 – 2 
 
Police 
Munir A. Manjra Police Officer III Eff: 03-02-15 25 Years 192 Days 
Darell L. Matthews Police Officer III Eff: 03-01-15 25 Years 186 Days 

 
SERVICE PENSION/DROP – TIER 5 – 17 
 
Fire        
Steven Martinez Firefighter III Eff: 02-06-15 27 Years 172 Days 
Brett W. Merrell Captain II Eff: 02-03-15 27 Years 181 Days 
 
Police 
Dario F. Delcore Police Officer III +1 Eff: 02-01-15 25 Years 20 Days 
Steven M. Krauss Detective III Eff: 04-01-15 27 Years 0 Days 
Paola A. Kreefft Lieutenant II Eff: 04-01-15 26 Years 242 Days 
Terri L. Lujan-Illsley Detective II Eff: 04-01-15 25 Years 303 Days 
Kevin H. Malm Police Officer II Eff: 03-01-15 25 Years 116 Days 
Timothy G. Marcia Detective III Eff: 03-01-15 28 Years 68 Days 
John D. Marroquin Sergeant II Eff: 03-01-15 27 Years 244 Days 
Martee V. Miyakawa Detective III Eff: 03-02-15 25 Years 273 Days 
Janet T. Owens Detective II Eff: 03-02-15 27  Years 56 Days 
Maria E. Palacios Detective II Eff: 03-02-15 27 Years 228 Days 
Michael J. Picardi Detective II Eff: 03-02-15 25 Years 0 Days 
Ann V. Pickering Sergeant II Eff: 03-01-15 26 Years 160 Days 
Kathleen R. Ryan Sergeant I Eff: 03-02-15 25 Years 10 Days 
Gevork Shamlyan Detective II Eff: 03-01-15 27 Years 37 Days 
James L. Williams Detective III Eff: 04-01-15 26 Years 187 Days 

 
SERVICE CONNECTED DISABILITY PENSION – TIER 3 – 1 
 
Name Member’s Rank Percentage Effective Date Board Date 
Kellie A. Ellwood Sergeant I 55% 03-28-13 04-16-15 

 

d. Other business relating to Department operations 
 

General Manager Ciranna gave the following updates:  
 

1.  The following private equity announcements have closed for Pelion Venture Partners VI, 
LP, and Institutional Venture Partners XV, LP.   
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2. Related to the DROP item, on page 10 of the Monthly Report are charts reflecting the 

DROP entries. The number of participants has increased from the previous years. Staff 
has received numerous inquiries regarding DROP.  

 
Commissioner Navarro stated his concern that there are many people marketing financial 
products to the members. He believed the Board should provide communications to the 
members so that they may make informed decisions, such as when to enter and exit 
DROP and when or when not to retire.  
 
General Manager Ciranna stated that there have been a c ouple of articles in the 
Grapevine publication by a particular financial advisor. There has been concern over the 
years regarding members who may not have had financial education or information 
available and may be swayed by a sales pitch. The City has the Deferred Compensation 
Program which is a good program. Staff is working on a report requesting to contract with 
LAFPP’s own financial advisor. He intends to pursue the option of providing members 
with a neutral party to give information, provide a one-on-one counseling opportunity, and 
a variety of avenues for members to get information.   
 
Mr. Ken Buzzell, Director, Los Angeles Retired Fire & Police Association, Inc. (LARPFA) 
was in support of General Manager Ciranna’s recommendation. He believed that financial 
advisors should not be selling products that benefit themselves.  

 
General Manager Ciranna stated that the discussion has been about active members, 
but a huge part of LAFPP’s retiree population is also subject to solicitations.  

 
3. Staff is moving forward in regards to the new Headquarters building. We are in 

discussions with the audio visual consultant regarding the boardroom. Some of the 
features discussed were cameras and el ectronic voting in the board room. We are 
considering the possibility streaming the board meetings. If Board members have 
concerns or suggestions, let him know.  

 
Ms. Elsa Moy gave a public comment.  

 
C. COMMITTEE CALENDAR 
 

1. Audit Committee – Last met: 04/16/15; next meeting: 07/16/15 
 
2. Benefits Committee – Last met: 04/02/15; next meeting: 06/04/15 
 
3. Governance Committee – Last met: 04/02/15; next meeting: 05/21/15 
 
4. Ad Hoc Emerging Investment Managers – Last met: 11/06/14; next meeting: TBD 

 
President Vega stated the committee meetings are scheduled. The Ad Hoc Emerging Investment 
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Managers is not meeting because the Board is dealing with Emerging Manager Program at the 
Board level.  

 
D.  CONSIDERATION OF FUTURE AGENDA ITEMS 
 
 No items were referred for future discussion. 
 
E. GENERAL PUBLIC COMMENT ON MATTERS WITHIN THE BOARD’S JURISDICTION 
 

Ms. Elsa Moy gave a public comment. 
 

 
The meeting adjourned at 9:44 a.m.  
 
 
 

                                      
          President  
 
  
                                                                     Secretary 



   ITEM E  
 

M I N U T E S 
 

OF THE 
 

BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 

BOARD MEETING OF JUNE 4, 2015 
 
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, June 4, 2015. 
 
COMMISSIONERS PRESENT: Belinda Vega, President  

George Aliano  
Cielo Castro 
Sam Diannitto (participated telephonically) 
Adam Nathanson 
Ruben Navarro 

 Pedram Salimpour 
Corinne Tapia 
 

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

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 
     Josh Geller, Deputy City Attorney II  
 
COURT REPORTER:   Diane L. Panicca, U.S. Legal Support 
 
President Vega called the meeting to order at 8:53 a.m. All of the above-listed Commissioners were 
present at the start of the meeting. 
 
On behalf of LAFPP, President Vega presented a plaque to former Commissioner Carl Cade for his 
contribution as a member of the Board and Fire and Police Pension Commissioners. Mr. Cade gave a 
speech.  
 
President Vega welcomed newly appointed Commissioner Adam Nathanson to the Board.  
A. COMMITTEE REPORTS 
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1. REVIEW OF BOARD OPERATING POLICIES AND PROCEDURES, SECTION 1.0 AND 
POSSIBLE BOARD ACTION 

 
Ms. Diana Pointer, Senior Management Analyst I, Administrative Services Section presented the 
policy amendments to Section 1.0: Ethics training, Statement of Economic Interest filings, gifts, 
no solicitations, and marketing cessation. Ms. Pointer clarified that the marketing cessation 
policy was updated as a r esult of the LAFPP ethics policy, not due to the City Ethics 
Commission.  
 
Ms. Elsa Moy gave a public comment.  
 

RESOLUTION 15125 
 

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

 
2. REVIEW OF BOARD GOVERNANCE POLICIES, SECTION 2.0 AND POSSIBLE BOARD 

ACTION 
 
Ms. Stephanie Clements, Chief Management Analyst, Administrative Operations Division 
highlighted the changes to the Board Governance Policies I, Section 2.0. The mission statement 
was updated, and the vision statement was added as well as a regular review period.  
 
Ms. Elsa Moy gave a public comment. 
 
Commissioner Navarro stated his concern that public comment during a specific item should be 
directed to the current topic discussion.  Is it not the responsibility of the City Attorney to stop the 
public commenter? President Vega stated that that is ideal but the public is allowed their first 
amendment right. Mr. Alan Manning, Assistant City Attorney stated that normally the public 
speaker in question is brief.  
 
General Manager Ciranna stated that there are two types of public comment. One is general and 
the other allows comment on a specific item, which should address specific items.  
 
President Vega stated that for the future for the responsible parties to be more diligent to stop 
the public comment if the commenter is selling a product.    
 

RESOLUTION 15126 
 

Commissioner Navarro moved that the Board amend Board Governance Policies, Section 2.0 – 
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Governance Principles to reflect recent changes, which was seconded by Commissioner Castro 
and approved by the following vote: ayes, Commissioners Aliano, Castro, Diannitto, Nathanson, 
Navarro, Salimpour, Tapia, and President Vega – 8; nays, none. 
 

3. REVIEW OF BOARD GOVERNANCE POLICIES, SECTION 17.0, CITY ATTORNEY 
PERFORMANCE EVALUATION POLICY, AND SURVEY INSTRUMENT AND POSSIBLE 
BOARD ACTION 
 
Ms. Stephanie Clements presented the revisions to the City Attorney performance evaluation 
and survey instrument policy. The rating scale is changing from 1-4 to 1-5 which mirrors the GM 
evaluation and the City’s evaluation. Only key staff will evaluate the city attorney. The City 
Attorney is in agreement with the changes to the policy. The evaluations will be distributed to the 
Board electronically in July 2015.  
 
President Vega stated the benefits of evaluating the City Attorney.  
 

RESOLUTION 15127 
 

Commissioner Navarro moved 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, which was seconded by Commissioner Salimpour and appr oved by the 
following vote: ayes, Commissioners Aliano, Castro, Diannitto, Nathanson, Navarro, 
Salimpour, Tapia, and President Vega – 8; nays, none. 

 
B. ITEMS FOR BOARD ACTION 
 

1. APPROVAL TO ISSUE A REQUEST FOR PROPOSAL FOR FINANCIAL PLANNING 
EDUCATION AND COUNSELING SERVICES AND POSSIBLE BOARD ACTION 
 
Mr. Gregory Mack, Manager of Active Member Services and Communications, and Ms. Carol 
Tavares, Sr. Management Analyst I, Communications and Special Projects Section presented 
the recommendation for the release of a Request for Proposal (RFP). She gave an overview of 
the current services provided to members and the new services to be added to the contract, 
such as possible new formats for mid-career or retired members, and financial planning 
education counseling. The plan is to have the members attend a LAFPP seminar; thereafter, 
take the information they received from the seminar to a financial planner who will provide them 
an individual comprehensive plan. The financial counseling will be f ree of charge, without 
promoting specific products. The financial counselor may not gain any income from any of the 
advice given to members.  
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Commissioner Navarro commended staff for moving in the right direction by providing financial 
education to members.  
 
General Manager Ciranna stated that he intends to reach out to retirees because they are 
solicited as well as active members.   
 
Ms. Tavares stated that the current financial planning education consultant has received good 
reviews and she provided an overview of the seminars.  
 
General Manager Ciranna stated that an additional staff person was added t o the 
Communications and Special Projects Section as part of the proposed budget. 

 
RESOLUTION 15128 

 
Commissioner Navarro moved that the Board authorize the General Manager to issue a 
Request for Proposal for financial planning education and counseling services, which was 
seconded by Commissioner Aliano and approved by the following vote: ayes, Commissioners 
Aliano, Castro, Diannitto, Nathanson, Navarro, Salimpour, Tapia, and President Vega – 8; nays, 
none. 

 
2. APPROVAL TO AMEND CONTRACT WITH NOSSAMAN, LLP FOR INVESTMENT AND 

REAL ESTATE LEGAL SERVICES AND POSSIBLE BOARD ACTION 
 
Ms. Yolanda Huang, Departmental Chief Accountant III and Ms. Cecilia De Los Angeles, 
Principal Accountant I, presented the recommendation to increase the annual spending cap to 
$235,000 and the total contract amount to $605,000. Staff requested a third amendment to the 
contract, to reduce the first year annual cap to $135,000 to accommodate the increase in the 
total spending for year two and three. The total amount of the contract will continue to equal 
$605,000. 
 
General Manager Ciranna stated that the third amendment allows staff to stay within the total 
spending cap of $605,000. It is a t echnical accounting issue dealing with the Financial 
Management System.  
 
President Vega requested details on how the contract is managed, and how to determine if the 
firm’s billing is legitimate.      
 
Mr. Alan Manning, Assistant City Attorney provided a br ief overview of how the costs are 
controlled. The law firm is given specific projects and for each project the firm gives the City 
Attorney an estimate of the cost.  
 
On this particular contract, there were unexpected issues dealing with the new headquarters 
facility requiring additional work. The City Attorney and staff both oversee the budget for legal 
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services.   
 
Commissioner Nathanson requested more data such as the hourly rate, the discounts given, 
and how services are tracked.  
 
General Manager Ciranna stated that he will provide the contract and the different rates for 
paying the partner or person working within the firm. There have been several increases for work 
 related to the new building. There have also been a couple of real estate and private equity 
deals where we have engaged in Nossaman’s service.   
 
Commissioner Nathanson stated his concerns that believed that the Board should review the 
issue in detail. President Vega stated she agreed.  
 
Ms. Yolanda Huang agreed to provide details of the different projects assigned to Nossaman, 
how much money has been spent on each of the projects, and copies of the contract for the 
next Board meeting.   
 
This item was continued.  
 

C. REPORTS TO THE BOARD 
 
1. FINAL REPORT ON EARLY RETIREE REINSURANCE PROGRAM FUNDS 
 

Ms. Jennifer Chan, Management Assistant, Medical and Dental Benefits Section stated that 
all three retiree health plan administrators have used their early retiree reinsurance program 
funds.  
 
The board report was received and filed.  

 
2. REVIEW OF 2015 PRIVATE EQUITY AND COMMODITIES INVESTMENT ACTIVITY BY 

PORTFOLIO ADVISORS, LLC 
 

Ms. Elizabeth M. Campbell, Vice President from Portfolio Advisors provided an update of the 
private equity portfolio and c ommodities activity. She will present in closed session two 
specialized manager candidates for possible investment. She clarified the allocations for 
Commissioner Nathanson.  
 
Commissioner Nathanson was concerned that the commitments to the venture capital sector 
were too much.   
 
The board report was received and filed.  

 
3. CONTRACTOR DISCLOSURE POLICY – QUARTERLY REPORT 

 
Ms. Caroline Dinu, Senior Management Analyst II, Internal Audit Section (IAS) presented the 
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report stating that IAS received the expected 79 disclosure reports.  
 
The board report was received and filed.  

 
4. President Vega asked if any Board Member made any expenditure to influence State legislative 

or administrative action to which their reply was negative. 
 
5. Miscellaneous correspondence from money managers, consultants, etc. – Received and Filed.  
 
6. General Manager’s Report 
 

a. Benefits Actions approved by General Manager on May 21, 2015 
 

Pursuant to Resolution 04008, adopted by the Board of Fire & Police Pension 
Commissioners on August 7, 2003, the following benefit actions have been approved by the 
General Manager. 

 
DISCONTINUED PENSIONS – TIER 1 – 5 
 
Santina V. Margucci Police Service Retired: 02-01-66 Died: 04-12-15 
Beryl F. Jarrett Fire Widow Retired: 01-23-05 Died: 03-22-15 
Mary E. Bouscher Police Widow Retired: 06-13-01 Died: 04-14-15 
Virginia L. German Police Widow Retired: 09-02-07 Died: 03-26-15 
Maryann Rogalsky Police Widow Retired: 12-11-97 Died: 03-31-15 

 

DISCONTINUED PENSIONS – TIER 2 – 15 
 
Burdette Creath Fire Service Retired: 06-11-96 Died: 04-08-15 
Charles H. Harvey Fire Service Retired: 02-01-69 Died: 04-16-15 
Donald R. Koppel Fire Service Retired: 06-19-77 Died: 02-24-15 
Donald L. Miller Fire Service Retired: 09-19-71 Died: 04-14-15 
Harold Myers, Jr. Fire Service Retired: 07-03-77 Died: 04-10-15 
Frank P. Wells Fire Service Retired: 07-17-77 Died: 04-19-15 
Fanchon G. Blake Police Service Retired: 12-01-73 Died: 04-28-15 
James D. Evans Police Service Retired: 11-20-71 Died: 03-04-15 
Geo W. Kellenberger Police Service Retired: 01-01-74 Died: 04-18-15 
James N. Ryner Police Service Retired: 06-30-78 Died: 04-04-15 
Jackie W. Whitehead Police Service Retired: 01-08-84 Died: 04-10-15 
Dennis S. Massa Police Disability Retired: 05-02-02 Died: 02-11-15 
Tyrone R. Young Police Disability Retired: 11-21-96 Died: 04-15-15 
Marie Crowley Police Widow Retired: 07-26-01 Died: 02-13-14 
Dorothy V. Fowler Police Widow Retired: 09-09-89 Died: 04-11-15 
 
ELIGIBLE SURVIVING SPOUSE’S PENSION – TIER 2 – 9 
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Name Deceased Member Member’s Class Effective Date 
Mary L. Creath Burdette Creath Fire Service 04-09-15 
Maureen K. Koppel Donald R. Koppel Fire Service 02-25-15 
Rose P. Miller Donald L. Miller Fire Service 04-15-15 
Gloria T. Myers Harold Myers, Jr. Fire Service 04-11-15 
Rose M. Wells Frank P. Wells Fire Service 04-20-15 
Bernadette E. Leiker Philip A. Leiker Police Service 03-13-15 
Claudia A. Ryner James N. Ryner Police Service 04-05-15 
Kay D. Whitehead Jackie W. Whitehead Police Service 04-11-15 
Cynthia M. Young Tyrone R. Young Police Disability 04-16-15 

 
PARTIAL PAYMENT OF PENSION – TIER 2 – 1 
 
In accordance with the City Attorney’s advice, a designated proportion of the community property interest of the 
pension payable to Larry J. Kounalis, Police Service Pensioner, is to be paid to his former spouse, Denice M. 
Kounalis, effective May 1, 2015. Ms. Kounalis will receive cost of living adjustments. 

 
PARTIAL PAYMENT OF PENSION – TIER 3 – 1 
 
In accordance with the City Attorney’s advice, a designated proportion of the community property interest of the 
pension payable to Manfred G. Merkens, Jr., Police Service Pensioner, is to be withheld for his former spouse, 
Deida N. Merkens, effective April 28, 2015.  Ms. Merkens will receive cost of living adjustments.  

 
PARTIAL PAYMENT OF PENSION – TIER 4 – 1 
 
In accordance with the City Attorney’s advice, a designated proportion of the community property interest of the 
pension payable to Larry Delgado, Police Service Pensioner, is to be paid to his former spouse, Phyllis 
Delgado, effective April 1, 2015.  Ms. Delgado will receive cost of living adjustments. 

 
PARTIAL PAYMENT OF PENSION – TIER 5 – 3 
 
In accordance with the City Attorney’s advice, a designated proportion of the community property interest of the 
pension payable to Fabian E. Lizarraga, Police Service Pensioner, is to be paid to his former spouse, Claudia 
Lizarraga, effective May 3, 2015.  Ms. Lizarraga will receive cost of living adjustments. 
 
In accordance with the City Attorney’s advice, a designated proportion of the community property interest of the 
pension payable to Daryl L. Maxwell, Police Service Pensioner, is to be withheld for his former spouse, Victoria 
A. Maxwell, effective April 30, 2015.  Ms. Maxwell will receive cost of living adjustments. 
 
 

In accordance with the City Attorney’s advice, a designated proportion of the community property interest of the 
pension payable to Gregory J. Resendez, Fire Service Pensioner, is to be paid to his former spouse, Diane H. 
Resendez, effective April 26, 2015.  Ms. Resendez will receive cost of living adjustments.  

 
PARTIAL PAYMENT OF SURVIVING SPOUSE’S PENSION – TIER 2 – 1 
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In accordance with the City Attorney’s advice, a designated proportion of the community property interest of the 
surviving spouse pension payable to Bernadette E. Leiker, surviving spouse of deceased Police Service 
Pensioner, Philip A. Leiker, is to be paid to his former spouse, Marsha K. Brychta, effective March 13, 2015. 
Ms. Brychta will receive cost of living adjustments. 

 
MODIFIED PARTIAL PAYMENT OF PENSION – TIER 5 – 1 
 
In accordance with the City Attorney’s advice, a designated proportion of the community property interest of the 
pension payable to Keith R. Young, Fire Service Pensioner, being withheld for his former spouse, Chelsa T. 
Young, since February 1, 2015, should be partially released effective May 1, 2015.  The balance of the 
designated proportion of the community property interest of the pension continues to be withheld for Ms. 
Young. 

 
DISCONTINUE PARTIAL PAYMENT OF PENSION – TIER 2 – 1 
 
In accordance with the City Attorney’s advice, the designated proportion of the community property interest of 
the pension payable to Edward O. Deane, Fire Disability Pensioner, which was being paid to his former 
spouse, Betty L. Woodson, has been discontinued due to Ms. Woodson’s death on March 8, 2015. Ms. 
Woodson’s portion reverts to Mr. Deane, effective March 9, 2015. 

 
CONSERVATORSHIP – TIER 2 – 1 
 
A certified copy of the Letters of Temporary Conservatorship, issued in the Superior Court of California, County of 
Orange, Case Number 30-2015-00771249-PR-CP-CJC, appointing Esther Velderrain, Conservator of the Estate 
of Lillian M. Hansen, surviving spouse of deceased Fire Pensioner, Douglas W. Hansen, effective May 5, 2015, 
has been filed with this office. 
 
Pension payments will be paid to Esther Velderrain for the benefit of Lillian M. Hansen, effective December 1, 
2014. 

 
DEFERRED SERVICE PENSION – TIER 3 – 2 
 
Police 
Hubert A. Nino  Police Officer III Eff: 04-08-15 17 Years 218 Days 
Manfred G. Merkens, Jr. Police Officer III Eff: 04-28-15 10 Years 207 Days 

 
SERVICE PENSION – TIER 5 – 4 
 
Harbor 
Michael D. Kettelkamp Lieutenant Eff: 05-03-15 28 Years 203 Days 
 
Police 
Phillip Carr Police Officer II +2 Eff: 04-01-15 29 Years 345 Days 
James D. Clifford Detective II Eff: 04-19-15 24  Years 154 Days 
Fabian E. Lizarraga Captain II Eff: 05-03-15 37 Years 77 Days 

 
SERVICE PENSION/DROP – TIER 5 – 7 
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Fire        
Brian R. Koneval Engineer Eff: 03-08-15 29 Years 34  Days 
Michael T. McDonough Firefighter III Eff: 02-02-15 28 Years 212 Days 
Gary C. Smith Captain II Eff: 03-02-15 26 Years 139 Days 
Thomas Valdespino Firefighter III Eff: 04-01-15 26 Years 265 Days 
Adam B. Zimmerman Captain I Eff: 03-05-15 28 Years 20 Days 
 
Police 
Joey L. Rivera Police Officer III +3 Eff: 03-01-15 27 Years 202 Days 
Timothy D. Surette Sergeant II Eff: 03-02-15 30 Years 15 Days 

 
DISCONTINUE DROP – TIER 2 – 2 
 
Police 
Terry B. Carlos Retired: 06-01-10 Exit Close of: 05-31-15 
Robert S. Veliz Retired: 06-01-10 Exit Close of: 05-31-15 
 
DISCONTINUE DROP – TIER 4 – 2 

 
Police     
Marcia A Chopp Retired: 06-01-10 Exit Close of: 05-31-15 
Barbara A. Hodgin Retired: 06-01-10 Exit Close of: 05-31-15 

 
DISCONTINUE DROP – TIER 5 – 27 
 
Fire 
Dennis J. Adkins Retired: 05-31-10 Exit Close of: 05-30-15 
Abraham J. Carreto Retired: 05-31-10 Exit Close of: 05-30-15 
Dane P. Coyle Retired: 06-02-10 Exit Close of: 05-31-15 
Kelly S. Faulkner Retired: 06-02-10 Exit Close of: 05-29-15 
Michael P. Gameroz Retired: 06-01-10 Exit Close of: 05-31-15 
Manuel E. Hernandez Retired: 05-18-10 Exit Close of: 05-17-15 
Robert M. Lopez Retired: 05-27-10 Exit Close of: 05-26-15 
Michael D. Porper Retired: 06-02-10 Exit Close of: 05-31-15 
Merrill F. Purcell Retired: 02-19-14 Exit Close of: 05-31-15 
Fernando A. Sanchez Retired: 02-27-11 Exit Close of: 05-31-15 
Tim E. Traurig Retired: 06-02-10 Exit Close of: 05-31-15 
John A. Wilkins Retired: 05-31-10 Exit Close of: 05-30-15 
Juan J. Zabalza Retired: 05-28-10 Exit Close of: 05-27-15 
     
Police     
Steven J. Biczo Retired: 06-01-10 Exit Close of: 05-31-15 
Wayne C. Blandin Retired: 06-01-10 Exit Close of: 05-31-15 
Arthur J. Duran Retired: 06-01-10 Exit Close of: 05-31-15 
Ulysses M. Gasca Retired: 02-01-12 Exit Close of: 05-31-15 
Chris H. Graciano Retired: 08-02-10 Exit Close of: 05-31-15 
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James G. Jimenez Retired: 02-01-12 Exit Close of: 05-31-15 
Lorrayne C. Jordane Retired: 06-01-13 Exit Close of: 05-31-15 
Rick L. Madrigal Retired: 06-01-10 Exit Close of: 05-31-15 
Victor J. McDowell Retired: 06-01-10 Exit Close of: 05-31-15 
Antonio R. Morris Retired: 06-01-10 Exit Close of: 05-31-15 
Neal L. Peterson Retired: 04-08-12 Exit Close of: 05-31-15 
Rosibel F. Smith Retired: 02-01-12 Exit Close of: 05-31-15 
Stanley M. Sokolis Retired: 06-01-10 Exit Close of: 05-31-15 
Jon L. Walker Retired: 05-30-14 Exit Close of: 05-31-15 

 
PARTIAL PAYMENT OF DROP FUNDS – TIER 5 – 3 
 
In accordance with the City Attorney’s advice, a designated proportion of the community property interest of the 
DROP funds payable to Dennis J. Adkins, Fire Service Pensioner, is to be withheld for his former spouse, 
Denise Iracondo-Adkins, effective May 30, 2015. 
 
In accordance with the City Attorney’s advice, a designated proportion of the community property interest of the 
DROP funds payable to Steven J. Biczo, Police Service Pensioner, is to be paid to his former spouse, Annette 
R. Cassidy, effective May 31, 2015. 
 
In accordance with the City Attorney’s advice, a designated proportion of the community property interest of the 
DROP funds payable to Arthur J. Duran, Police Service Pensioner, is to be paid to his former spouse, 
Jacqueline F. Newby, effective May 31, 2015. 

 
b. Other business relating to Department operations 
 

General Manager Ciranna gave the following updates:  
 
1. The new LAFPP website design is being implemented today. 
2. He attended the Los Angeles Retired Fire & Police Association Annual Barbeque 

luncheon at the Grace Simons Lodge yesterday. He provided an update of the System.  
3. He apologized for being late to the meeting. There was flooding and substantial water 

damage at the LAFPP 4th floor office. The 4th floor will be closed today and tomorrow. He 
expects the office to re-open on Monday, June 8th.  

4. He received word from Mr. Tom Lopez, CIO that the return for the fiscal year through 
May is approximately 5%. 

 
D. COMMITTEE CALENDAR 
 

1. Audit Committee – Last met: 04/16/15; next meeting: 07/16/15 
 
2. Benefits Committee – Last met: 04/02/15; next meeting: 07/16/15 
 
3. Governance Committee – Last met: 05/21/15; next meeting: 09/17/15 
 
4. Ad Hoc Emerging Investment Managers – Last met: 11/06/14; next meeting: TBD 
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President Vega noted the upcoming committee meetings.  

 
E.  CONSIDERATION OF FUTURE AGENDA ITEMS 

 
No items were referred for consideration.  

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

 
Ken Buzzell made a public comment.  

 
G.  DISABILITY CASES 

 
Gregory A. Bielman (P) Sergeant I (Retired) 
 
Prior Board Action of June 11, 1992, granting a service-connected disability pension of 50% is 
adjusted to 55% with no scheduled review. Motion made by Commissioner Tapia, seconded by 
Commissioner Salimpour and adopted by the following vote: ayes, Commissioners Castro, 
Nathanson, Salimpour, Tapia, and President Vega – 5; nays, Commissioners Aliano, Diannitto, and 
Navarro - 3. (Commissioner Aliano moved to amend the motion to increase the service-connected 
disability pension to 60%.  The amendment failed for lack of a second.) Mr. Christopher Annala, 
Senior Management Analyst II, Disability Pension Section, LAFPP addressed the Board’s 
questions.  Mr. Bielman was present and was represented by his attorney, Mr. Thomas J. Wicke. 

 
H. CLOSED SESSION ITEMS FOR POSSIBLE BOARD ACTION  
 

1. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54956.81 TO 
CONSIDER THE PURCHASE OF TWO (2) PARTICULAR, SPECIFIC INVESTMENTS AND 
POSSIBLE BOARD ACTION 
 
The Board met in closed session.  

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

General Manager Ciranna stated that Mr. Chuck Reed has filed a ballot initiative regarding pension 
reform. Staff will provide an update on the initiative at a future meeting.   
 
The meeting adjourned at 12:03 p.m.  
 
 
 

                                      
          President  
 
  
                                                                     Secretary 
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