AGENDA
BOARD OF FIRE AND POLICE PENSION
COMMISSIONERS
October 17, 2019
8:30 a.m.
Sam Diannitto Boardroom
Los Angeles Fire and Police Pensions Building
701 East 3rd Street, Suite 400
Los Angeles, CA 90013
An opportunity for the public to address the Board or Committee about any item on today’s agenda for which there
has been no previous opportunity for public comment will be provided before or during consideration of the item.
Members of the public who wish to speak on any item on today’s agenda are requested to complete a speaker card
for each item they wish to address, and present the completed card(s) to the commission executive assistant. Speaker
cards are available at the commission executive assistant’s desk.
In compliance with Government Code Section 54957.5, non-exempt writings that are distributed to a majority or all of
the Board or applicable Committee of the Board in advance of their meetings may be viewed at the office of the
Los Angeles Fire and Police Pension System (LAFPP), located at 701 East 3rd Street, 2nd Floor, Los Angeles,
California 90013, or by clicking on LAFPP’s website at www.lafpp.com, or at the scheduled meeting. Non-exempt
writings that are distributed to the Board or Committee at a scheduled meeting may be viewed at that meeting. In
addition, if you would like a copy of any record related to an item on the agenda, please contact the commission
executive assistant, at (213) 279-3038 or by e-mail at rhonda.ketay@lafpp.com.
Sign language interpreters, communication access real-time transcription, assistive listening devices, or other
auxiliary aids and/or services may be provided upon request. To ensure availability, you are advised to make your
request at least 72 hours prior to the meeting you wish to attend. Due to difficulties in securing sign language
interpreters, five or more business days notice is strongly recommended. For additional information, please contact
the Department of Fire and Police Pensions, (213) 279-3000 voice or (213) 628-7713 TDD.
A.

ITEMS FOR BOARD ACTION
1. REVIEW OF ALLIANCEBERNSTEIN, L.P.’S CONTRACT FOR DOMESTIC EQUITY
INDEX AND SYSTEMATIC VALUE MANAGEMENT AND POSSIBLE BOARD ACTION
2 PROVIDE DIRECTION TO STAFF AND RVK ON THE FIXED INCOME EMERGING
MANAGER SEARCH AND POSSIBLE BOARD ACTION
3. FIRST QUARTER UPDATE FOR THE 2019-20 BUSINESS PLAN AND POSSIBLE
BOARD ACTION

4. AUDIT OF ACCESS CONTROLS FOR PARIS AND POSSIBLE BOARD ACTION
5. NEW MEDICARE SUBSIDY, QUALIFIED SURVIVING SPOUSE/DOMESTIC
PARTNER SUBSIDY, AND DENTAL SUBSIDY MAXIMUMS FOR 2020 AND
POSSIBLE BOARD ACTION
B.

REPORTS TO THE BOARD
1. DISCUSSION OF INTERNATIONAL LARGE CAP EQUITY MANAGER
2. QUARTERLY TRAVEL REPORT FOR COMMISSIONERS AND STAFF
3. Miscellaneous correspondence from money managers, consultants, etc. – Received
and Filed.
4. General Manager’s Report
a. Monthly Report
b. Marketing Cessation Information
c. Benefits Actions approved by General Manager on October 3, 2019
d. Other business relating to Department operations

C.

CONSENT ITEM
1. Findings of Fact
a. Troy G. Collins – Tier 4

D.

CONSIDERATION OF FUTURE AGENDA ITEMS

E.

GENERAL PUBLIC COMMENT ON MATTERS WITHIN THE BOARD’S JURISDICTION

F.

DISABILITY CASES
Alternative 2
Amy L. Moorman, Surviving Spouse of Fire Captain II David T. Moorman. Mrs. Moorman
will be represented by Thomas J. Wicke, Esq. of Lewis, Marenstein, Wicke, Sherwin and
Lee.
Alternative 2
Police Detective III Humberto Jaime. Detective Jaime will be represented by Corina Lee of
the Los Angeles Police Protective League.
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G.

CLOSED SESSION
1. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54956.9(a)
AND (d)(1) TO CONFER WITH, AND/OR RECEIVE ADVICE FROM, LEGAL
COUNSEL REGARDING PENDING LITIGATION IN THE CASE ENTITLED IN RE
PG&E CORPORATION SECURITIES LITIGATION (Case no. 3:18-cv-03509-RS)
2 CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54956.81 TO
CONSIDER THE PURCHASE OF ONE (1) PARTICULAR, SPECIFIC PENSION FUND
INVESTMENT AND POSSIBLE BOARD ACTION
3. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54956.81 TO
CONSIDER THE PURCHASE OF ONE (1) PARTICULAR, SPECIFIC INVESTMENT
AND POSSIBLE BOARD ACTION
4. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54956.9(a)
AND (d)(1) TO CONFER WITH, AND/OR RECEIVE ADVICE FROM, LEGAL
COUNSEL REGARDING PENDING LITIGATION IN THE CASE ENTITLED SAM V.
KWAN ET AL. (Case no. BC 721121) AND POSSIBLE BOARD ACTION
5. CLOSED SESSION PURSUANT TO SUBDIVISIONS (a) and (d)(1) OF
GOVERNMENT CODE SECTION 54956.9 TO CONFER WITH, AND/OR RECEIVE
ADVICE FROM LEGAL COUNSEL REGARDING PENDING LITIGATION IN THE
CASE ENTITLED Waterford Township Police & Fire Ret. Sys. v. CVS Health Corp., et
al., CASE No. 19-cv-00434 (D. R.I) AND POSSIBLE BOARD ACTION
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DEPARTMENT OF FIRE AND POLICE PENSIONS
701 E. 3rd Street, Suite 200
Los Angeles, CA 90013
(213) 279-3000

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS
DATE:

OCTOBER 17, 2019

FROM:

RAYMOND P. CIRANNA, GENERAL MANAGER

ITEM: A.2

SUBJECT: PROVIDE DIRECTION TO STAFF AND RVK ON THE FIXED INCOME EMERGING
MANAGER SEARCH AND POSSIBLE BOARD ACTION
RECOMMENDATION
That the Board:
Provide direction to Staff and RVK, Inc. (RVK) on the Fixed Income Emerging Manager search that
was approved by the Board on July 18, 2019.
DISCUSSION
At the July 18, 2018 Board meeting, the Board requested a performance review of LAFPP’s
Emerging Manager program. Based on the limited amount of performance data at the time of
renewal for most of the emerging managers, the Board opted to review the program with at least a
three-year track record in place. On April 4, 2019 RVK presented an informational report on LAFPP’s
emerging managers. RVK’s report recommended that the Board terminate two equity emerging
managers. Subsequently, at its June 6, 2019 meeting, the Board approved the termination of the
two managers and approved a domestic small cap equity emerging manager search. The
approximately $146 million from the terminated managers would be allocated to the managers
selected from this small cap equity emerging manager search. However, Staff and RVK
recommended Board consideration of initiating emerging manager searches for both the domestic
small cap equity and fixed income asset classes based on the potential to outperform the respective
benchmarks and the larger universe of emerging managers available in both asset classes (see
Attachment I for additional information). After discussion by the Board, it chose to only approve the
small cap equity emerging manager search as the sole asset class to receive the proceeds from the
termination.
On July 18, 2019, the Board voted to rescind Resolution No. 19177, which authorized only the
domestic small cap emerging manager search. Instead the Board approved both the domestic small
cap search and a search for fixed income emerging managers. The Board also requested an
informational report on credit investing. The report (Attachment II) was presented to the Board on
September 19, 2019.

CONCLUSION
Staff and RVK are requesting further direction from the Board on the fixed income emerging manager
search. Fixed Income sub-sectors in which the Board can consider searching for managers include
securitized debt such as Asset Backed Securities, investment grade corporate credit, collateralized
loan obligations (structured credit), leveraged bank loans, convertibles, high yield, emerging market
debt and private credit. The Board can also consider multi-sector credit (unconstrained fixed income)
which may include some or all the above. Sub-sectors are listed in order of risk profile from low to
high. Direction to staff and RVK would assist in developing appropriate search criteria.
BUDGET
Approval of the recommendation is not anticipated to impact LAFPP’s annual budget as costs
associated with the search have already been projected and included in the budget.
POLICY
Approval of this recommendation will have no policy impact.
CONTRACTOR DISCLOSURE INFORMATION
There is no contractor disclosure information required with this report.
This report was prepared by:
Susan Liem, Investment Officer
Investments Division
RPC:TL:PP:SL
Attachments: Attachment I – Discussion of the Emerging Manager Program
Attachment II – Overview of Credit Investing
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ATTACHMENT I

DEPARTMENT OF FIRE AND POLICE PENSIONS
701 E. 3rd Street, Suite 200
Los Angeles, CA 90013
(213) 279-3000

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS
DATE:

JUNE 6, 2019

FROM:

RAYMOND P. CIRANNA, GENERAL MANAGER

SUBJECT:

ITEM: B.2

DISCUSSION OF THE EMERGING MANAGER PROGRAM AND POSSIBLE
BOARD ACTION

RECOMMENDATION
That the Board:
1. Terminate Redwood Investments, LLC contract for domestic large cap equity strategy;
2. Terminate FIS Group, Inc contract for the manager of emerging managers international equity
strategy;
3. Redeploy a portion ($25-50 million) of the approximately $146 million in assets to both Semper
Capital Management and GIA Partners;
4. Instruct Staff and RVK to initiate a new search for a fixed income emerging manager and/or a
domestic small cap emerging manager;
5. Report back on the results of the Board-approved search(es).
BACKGROUND
At the July 19, 2018 Board meeting, the Board requested a performance review of LAFPP’s
Emerging Manager Program. Based on the limited amount of performance data at the time of
renewal for most of the emerging managers, the Board opted to review the program with at least a
three-year track record in place.
During the April 4, 2019 Board meeting, RVK, the Board’s general consultant, presented an
informational report on all of LAFPP’s emerging managers. The report covered the merits and
challenges of establishing an emerging manager program, LAFPP’s history with emerging
managers, the performance and fees of the emerging managers and profiles on each emerging
manager. Within the report, RVK communicated to the Board that the termination of Redwood
Investments, LLC and FIS Group, Inc. was being considered. The Board requested that Staff and
RVK come back with formal recommendations including options on redeploying the assets.

DISCUSSION
Termination of Contracts
As of March 31, 2019, LAFPP’s investment in Redwood Large Cap Core (Redwood) equity strategy
was approximately $34.8 million. As shown on page 3 of Attachment I, Redwood has
underperformed the Russell 1000 benchmark in all relevant time periods (YTD, 1y, 2y, 3y and since
inception) on both a gross and net of fees basis. Redwood did outperform the benchmark on
calendar year 2017 net of fees but underperformed in calendar years 2016 and 2018. While Staff
and RVK expect all managers to go through a period of underperformance over a period of time,
the large cap core asset class is especially difficult to add risk adjusted returns due to the efficiency
of the asset class. The Board already declined to renew the contract for LAFPP’s other large cap
core emerging manager (Oakbrook) in 2018 due to underperformance.
As of March 31, 2019, LAFPP’s investment in FIS Group’s international manager of emerging
manager strategy (FIS) was approximately $111.8 million. As shown on page 4 of Attachment 1,
FIS has underperformed the MSCI All Country World ex US Index (ACW ex US) in all relevant time
periods (YTD, 1y, 2y 3y and since inception) on a net of fees basis while outperforming the
benchmark on a gross of fees basis for the since inception return. FIS has underperformed the
benchmark for calendar years 2018, 2017 and 2016 net of fees while outperforming for calendar
year 2015. FIS’ current international mandate has been in place since 2014, when they transitioned
their focus from domestic strategies to international strategies. However, the performance has not
improved over the last market cycle and structurally, Staff and RVK believe that a manager of
manager program is not the best way to access the international markets. The manager of manager
program embeds a double fee, split between FIS and the underlying managers, which may
negatively affect the returns, and having multiple managers (typically 8-10) can offset
outperformance with underperforming managers.
Redeployment of Assets
LAFPP’s assets with Redwood and FIS mandates total approximately $146.6 million as of March
31, 2019. Staff and RVK have developed the following options to redeploy these assets and the
Board has the flexibility to choose a combination of all options to continue investing in the emerging
manager program.
Option 1:
The Board can deploy the $146 million by initiating a search for a domestic small cap growth equity
and a fixed income manager(s). Staff and RVK believe that the small cap growth space is relatively
inefficient and increases the chance of outperformance for emerging managers. The Board may
benefit by adding another small cap growth manager as Frontier Capital Management is LAFPP’s
only small cap growth manager with $518.7 million under management for the Board.
For the fixed income asset class, LAFPP has had success with emerging managers GIA and
Semper beating the benchmark since inception and LM Capital Management graduating from the
emerging manager program. Initiating a search for fixed income managers allows the Board to
explore a large array of active managers that have a higher chance of outperforming their respective
benchmarks. Fees tend to be lower in the fixed income investment universe and the Board may
benefit from a diversification of strategies.
Emerging Manager Report
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Option 2:
The Board also has the option to split the $146 million in assets and redeploy a portion of the assets
to existing managers and initiate a search for a fixed income or domestic small cap growth emerging
manager. Staff and RVK both recommend that the Board redeploy a portion of the assets to the
two fixed income emerging managers that have had success against the benchmark, Semper and
GIA. Semper and GIA received additional assets from the Oakbrook termination in 2018 and
currently manage $50.1 million and $49.3 million respectively. Staff and RVK recommend adding
another $25-50 million to each manager and leave the remaining balance to either a fixed income
or a domestic small cap growth emerging manager search. Staff and RVK both believe the Board
should pursue an emerging manager search in asset class(es) that increase the chance of
outperformance (domestic small cap growth and fixed income). Of the two possible searches, Staff
would recommend pursuing a fixed income emerging manager due to the asset class being currently
under-allocated and the diverse field of candidates in the fixed income emerging manager universe.
Option 3:
The Board has the option to redeploy the $146 million assets entirely to existing managers and
programs. As previously conveyed in Option 2, both Staff and RVK recommend that the Board
redeploy a portion of the assets to Semper and GIA. Approximately $25-50 million could be
allocated to each manager and the remaining balance can be allocated to the Specialized Manager
Private Equity program.
The Board has other options in which to allocate all or a portion of the $146 million in assets. Staff
and RVK are available to discuss these alternatives. However, Staff is recommending that the
Board pursue Option 2 as outlined above. In addition, Staff is looking for direction on whether one
search for either a domestic small cap growth manager or fixed income manager, or two searches
for both a domestic small cap growth manager and fixed income manager should be conducted.
BUDGET
Approval of these recommendations are not anticipated to have an effect on LAFPP’s annual budget
as costs associated with the search have already been projected and included in the budget.
POLICY
Approval of recommendations will have no policy impact.
This report was prepared by:
Nathaniel Chang, Investment Officer
Investments Division
RPC:TL:PGP:NC
Attachment: RVK Memo, Emerging Manager Program Recommendation

Emerging Manager Report

Page 3

June 6, 2019

ATTACHMENT

Memorandum
To
From
Subject
Date

The Los Angeles Fire and Police Pension System (“LAFPP”)
RVK, Inc. (“RVK”)
Emerging Manager (“EM”) Program Recommendation
June 6, 2019

Background
The Board requested Staff and RVK perform a comprehensive review of the Emerging Manager
Program (excluding the Specialized Manager Program for private equity managers) given the
most recent set of emerging managers hired were approaching a 3-year track record with LAFPP.
This review was presented to the Board on April 4, 2019.

Recommendation
Based on our review, RVK is making the following recommendations to the Board:
1. Terminate Redwood Large Cap Core Equity (~$34.8 million)
2. Terminate FIS International Emerging Managers (~$111.8 million)
3. Allocate an additional $25 million each to Semper and GIA, two of the remaining emerging
managers within fixed income
4. Launch a search for 1-2 US small cap growth US equity emerging managers with an
allocation of $50 million in total
5. Launch a search for 1-2 US fixed income emerging managers with an allocation of $50
million in total

Additional Information

As with all managers, the relative performance of emerging managers varies. Given the evolution
of the marketplace in recent years, a deeper evaluation of the program was deemed beneficial
for LAFPP. Studies have shown that even long-term top quartile managers have interim periods
of poor, even bottom quartile performance and this phenomena is not specific to emerging
managers.
At the April 4, 2019 Board meeting, RVK provided a comprehensive review of the Emerging
Manager Program, and it was requested that RVK and Staff create a recommendation for the
program going forward assuming the proceeds from terminated managers are reallocated to
remaining emerging managers and/or intended for funding managers identified in recommended
searches.
Manager
Redwood
Oakbrook
Channing
Phocas
Granite
Attucks
FIS
Boston Common
Semper
GIA
TOTAL

Asset Class
Large Cap Core
Large Cap Core
Small Cap Value
Small Cap Value
Micro
US Equity
Int’l Equity
Int’l Equity
MBS Fixed Inc.
Core + Fixed Inc.

*previously managed a US Equity strategy

Year
Hired
2015
2015
2015
2015
2015
2005
2014*
2012
2015
2015

Initial Funding Add’l
3/31/19 Mandate Current EM Program Current Total Plan
Contrib.
Size ($M)
Allocation %
Allocation %
($M)
$25
-$34.8
8.5%
0.2%
$25
----$49
-$66.8
16.3%
0.3%
$49
-$64.7
15.8%
0.3%
$25
----$25
$25
---$96
-$111.8
27.4%
0.5%
$24
-$31.1
7.6%
0.1%
$25
$20
$50.1
12.3%
0.2%
$25
$20
$49.3
12.1%
0.2%
$408.6
100.0%
1.9%

RVKInc.com
Portland · Chicago · New York · Boise

As of March 31, 2019, Redwood Large Cap Core has underperformed its benchmark by 375 bps
net of fees since LAFPP inception (10/1/2015), ranking in the 87th percentile. Large cap US equity
is viewed as a relatively efficient asset class, where it can be more difficult for a manager to
outperform the index over time. Given Redwood’s underperformance, we recommend the Board
terminate Redwood and allocate the assets to other emerging managers that manage asset
classes considered less efficient.
FIS Group International Equity Emerging Managers has underperformed by 37 bps net of fees
since LAFPP inception (8/1/2014) as of March 31, 2019, ranking in the 69th percentile. Prior to
managing an international equity strategy, FIS managed a US equity manager of managers
strategy for LAFPP. At the time, FIS indicated a higher conviction to outperform in their
international equity product relative to their US equity approach. While RVK does agree that
international equity likely offers a better probability to generate excess return, there still exists at
least two potential significant headwinds to the FIS international strategy. First, international
equity is a more costly asset class compared to US equity, thus making it harder for smaller
emerging managers to outperform net of fees. Second, the manager of managers structure
introduces a second layer of fees (e.g. the manager of manager fee is charged on top of the
underlying manager fees). Should the Board wish to maintain exposure to international equity
emerging managers, given the additional layer of fees, we recommend FIS be terminated.
We have identified small cap growth US equity and fixed income as the places to focus on adding
additional emerging managers for multiple reasons.


Small Cap Growth US Equity – Small Cap US equity is a relatively inefficient asset class
where studies have shown a more consistent ability for active management to outperform
net of fees over extended time periods. Additionally, when examining the structure of the
LAFPP portfolio, small cap growth US equity is one of the least diversified exposures.
Currently, LAFPP has two emerging small cap value US equity managers (Channing and
Phocas) and two traditional small cap value US equity managers (AllianceBernstein and
Westwood). The only small cap growth US equity manager is Frontier Capital. We believe
there are many viable candidates in this space to evaluate.



Fixed Income – LAFPP has had success in hiring emerging fixed income managers. Both
GIA Partners and Semper Capital, existing emerging managers, have outperformed their
respective benchmarks net of fees and rank above median compared to peers since being
hired. As a result, both managers have already been awarded additional capital, and as
noted above, we are recommending additional funds be allocated. Although scale is
generally favorable for fixed income mandates, small managers have the ability to
participate in smaller offerings that larger managers are not able to access due to their
size. We recommend intentionally leaving this RFP broad so LAFPP can evaluate an array
of fixed income strategies.
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Emerging Manager Program Investment Policy Language
The Emerging Manager Program is detailed in Section 5.0 of the Board Investment Policies
including manager guidelines, search criteria, qualifications, monitoring, termination, graduation,
funding, quantity of managers, and private asset mandates.
“It is the policy of the City of Los Angeles to utilize Minority Business Enterprises (MBE), Women
Business Enterprises (WBE), and all Other Business Enterprises (OBE) in all aspects of contracting
relating to procurement, construction and personal services (Executive Directives 1-B and 1-C). In
addition, it has been the experience of the Board of Fire and Police Pension Commissioners that
certain minimum requirements of size and experience as a firm have excluded investment
managers whose past performance and style of management made them otherwise qualified to
manage the Pension System’s assets.
To further the City’s policy, and to provide the Board with opportunities to contract with managers
excluded from past searches, it shall be the policy of the Board that Emerging Managers be
provided opportunities to compete for and participate in investment manager contracts awarded by
the Board. This allows the Board to identify potentially talented investment management
organizations in their early growth stage, and also recognizes that smaller firms may be more
flexible and able to take advantage of opportunities to generate alpha because of their size. The
provision of these opportunities is to be consistent with the fiduciary responsibilities of the Board.
Staff will conduct outreach to identify firms that have ownership by one or more minorities, women,
disabled veterans, and/or Lesbian, Gay, Bisexual and Transgender (LGBT) individuals.”

Appendix

Performance (Gross & Net of Fees) through 3/31/2019
CYTD

FYTD

1
Year

2
Years

3
Years

2018

2017

2016

Since
Incep.

Redwood Large Cap Core (SA)
Russell 1000 Index
Difference
Redwood Large Cap Core (SA) - Net
Russell 1000 Index
Difference
IM U.S. Large Cap Core Equity (SA+CF) Median
Rank

13.18
14.00
-0.82
13.07
14.00
-0.93
13.23
53

-0.75
5.54
-6.29
-1.09
5.54
-6.63
4.42
93

2.09
9.30
-7.21
1.64
9.30
-7.66
7.74
92

9.03
11.62
-2.59
8.58
11.62
-3.04
10.87
78

11.63
13.52
-1.89
11.18
13.52
-2.34
12.88
72

-9.42
-4.78
-4.64
-9.87
-4.78
-5.09
-5.24
90

23.98
21.69
2.29
23.53
21.69
1.84
21.83
25

5.78
12.05
-6.27
5.33
12.05
-6.72
10.52
90

10.58
13.88
-3.30
10.13
13.88
-3.75
12.87
87

10/01/2015

0.45%

$34.8

Phocas Small Cap Value (SA)*
Russell 2000 Val Index
Difference
Phocas Small Cap Value (SA)* - Net
Russell 2000 Val Index
Difference
IM U.S. Small Cap Value Equity (SA+CF) Median
Rank

14.30
11.93
2.37
14.15
11.93
2.22
12.95
25

-8.51
-7.51
-1.00
-8.96
-7.51
-1.45
-7.18
64

-4.00
0.17
-4.17
-4.61
0.17
-4.78
-1.63
76

1.89
2.62
-0.73
1.28
2.62
-1.34
2.97
68

8.75
10.86
-2.11
8.14
10.86
-2.72
9.78
71

-16.69
-12.86
-3.83
-17.30
-12.86
-4.44
-14.39
73

9.27
7.84
1.43
8.66
7.84
0.82
11.60
66

24.45
31.74
-7.29
23.84
31.74
-7.90
26.17
61

8.30
10.66
-2.36
7.69
10.66
-2.97
9.98
77

10/01/2015

0.61%

$64.7
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Inception Expense
Date
Ratio

CYTD

FYTD

1
Year

2
Years

3
Years

2018

2017

2016

Since
Incep.

Channing Small Cap Value (SA)
Russell 2000 Val Index
Difference
Channing Small Cap Value (SA) - Net
Russell 2000 Val Index
Difference
IM U.S. Small Cap Value Equity (SA+CF) Median
Rank

15.32
11.93
3.39
15.14
11.93
3.21
12.95
13

-6.91
-7.51
0.60
-7.44
-7.51
0.07
-7.18
47

-2.53
0.17
-2.70
-3.24
0.17
-3.41
-1.63
58

1.59
2.62
-1.03
0.88
2.62
-1.74
2.97
74

10.05
10.86
-0.81
9.34
10.86
-1.52
9.78
44

-16.60
-12.86
-3.74
-17.31
-12.86
-4.45
-14.39
72

7.60
7.84
-0.24
6.89
7.84
-0.95
11.60
77

29.42
31.74
-2.32
28.71
31.74
-3.03
26.17
29

9.42
10.66
-1.24
8.71
10.66
-1.95
9.98
58

10/01/2015

0.71%

$66.8

Boston Common Int'l Large Cap (SA)
MSCI EAFE Index (USD) (Gross)
Difference
Boston Common Int'l Large Cap (SA) - Net
MSCI EAFE Index (USD) (Gross)
Difference
IM All EAFE (SA+CF) Median
Rank

9.93
10.13
-0.20
9.79
10.13
-0.34
10.54
69

-3.18
-2.27
-0.91
-3.60
-2.27
-1.33
-3.14
51

-4.09
-3.22
-0.87
-4.65
-3.22
-1.43
-4.32
49

6.11
5.65
0.46
5.55
5.65
-0.10
5.46
37

7.85
7.80
0.05
7.29
7.80
-0.51
7.35
37

-12.73
-13.36
0.63
-13.29
-13.36
0.07
-14.47
32

27.83
25.62
2.21
27.27
25.62
1.65
26.37
39

0.36
1.51
-1.15
-0.20
1.51
-1.71
1.07
64

6.22
6.67
-0.45
5.66
6.67
-1.01
6.98
77

10/01/2012

0.56%

$31.1

FIS Group International Emerging Managers (SA)* 10.22
MSCI ACW Ex US Index (USD) (Gross)
10.44
Difference
-0.22
FIS Group International Emerging Managers (SA)* - Net
10.07
MSCI ACW Ex US Index (USD) (Gross)
10.44
Difference
-0.37
IM All ACWI Ex US (SA+CF) Median
11.06
Rank
68

-2.87
-1.38
-1.49
-3.32
-1.38
-1.94
-3.05
47

-5.52
-3.74
-1.78
-6.12
-3.74
-2.38
-4.82
60

5.47
6.15
-0.68
4.87
6.15
-1.28
6.35
60

7.29
8.61
-1.32
6.69
8.61
-1.92
8.15
63

-14.78
-13.78
-1.00
-15.38
-13.78
-1.60
-14.75
51

28.01
27.77
0.24
27.41
27.77
-0.36
28.74
56

1.23
5.01
-3.78
0.63
5.01
-4.38
2.09
59

2.59
2.36
0.23
1.99
2.36
-0.37
3.46
69

08/01/2014

0.60%

$111.8

Semper MBS (SA)
Bloomberg US MBS Index
Difference
Semper MBS (SA) - Net
Bloomberg US MBS Index
Difference
IM U.S. Mortgage Backed Bonds (SA+CF) Median
Rank

3.95
4.17
-0.22
3.72
4.17
-0.45
4.31
66

4.65
4.42
0.23
4.35
4.42
-0.07
4.59
43

4.03
2.58
1.45
3.73
2.58
1.15
3.02
32

4.62
1.77
2.85
4.32
1.77
2.55
2.48
23

2.66
0.99
1.67
2.36
0.99
1.37
1.47
31

4.68
2.47
2.21
4.38
2.47
1.91
3.59
30

7.92
1.67
6.25
7.62
1.67
5.95
2.38
2

4.84
2.06
2.78
4.54
2.06
2.48
2.60
20

10/01/2015

0.30%

$50.1

3.71
2.95
0.76
3.43
2.95
0.48
3.52
42
staff.

10/01/2015

0.28%

$49.3

2.00
2.17
-0.17
1.92
2.17
-0.25
2.27
73

GIA Partners Fixed Income (SA)
3.47
5.03
4.36
3.16
3.43
-0.62
5.24
5.66
Bloomberg US Agg Bond Index+0.50%
3.07
5.04
5.00
3.34
2.54
0.51
4.06
3.16
Difference
0.40
-0.01
-0.64
-0.18
0.89
-1.13
1.18
2.50
GIA Partners Fixed Income (SA) - Net
3.40
4.82
4.08
2.88
3.15
-0.90
4.96
5.38
Bloomberg US Agg Bond Index+0.50%
3.07
5.04
5.00
3.34
2.54
0.51
4.06
3.16
Difference
0.33
-0.22
-0.92
-0.46
0.61
-1.41
0.90
2.22
IM U.S. Brd Mkt Core+ Fixed Income (SA+CF) Median
3.64
4.85
4.68
3.47
3.29
-0.42
4.79
4.67
Rank
64
33
73
76
46
62
33
31
● Expense Ratios shown are estimated based on the fee schedules provided by the investment managers and provided by LAFPP
● *Indicates manager's use of a performance based fee structure.
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Date
Ratio

ATTACHMENT II

DEPARTMENT OF FIRE AND POLICE PENSIONS
701 E. 3rd Street, Suite 200
Los Angeles, CA 90013
(213) 279-3000

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS
DATE:

SEPTEMBER 19, 2019

FROM:

RAYMOND P. CIRANNA, GENERAL MANAGER

ITEM: B.2

SUBJECT: OVERVIEW OF CREDIT INVESTING
THIS REPORT IS PROVIDED TO THE BOARD FOR INFORMATIONAL PURPOSES.
BACKGROUND
During the July 18, 2019 Board meeting, the Board requested an informational report on credit
investing.
FIXED INCOME
The fixed income asset class includes a wide variety of different investments. At their core the
different fixed income investments include some variation of lending money and collecting interest
for loaning the money out. Fixed income includes U.S. Treasuries, agency debentures, mortgagebacked securities, asset-backed securities, corporate (investment grade or high yield) bonds,
convertible bonds, municipal bonds, emerging market bonds, loans (large syndicated bank loans or
private credit). The basic characteristics of these sub-asset classes is provided in Attachment I for
additional background information.
The report provides a summary of various fixed income securities for the Board’s information.
Additionally, this report provides information on credit quality, capital structure, and loan
characteristics, structure, risks and covenants.
U.S. TREASURIES AND TREASURY INFLATION PROTECTION SECURITIES (TIPS)
Both U.S. Treasury securities, known as Treasuries (or fixed rate Treasuries) and Treasury Inflation
Protection Securities (TIPS) are backed by the full faith and credit of the U.S. government. They
are considered free of credit risk. Treasuries are issued in the form of Treasury bills with maturities
of 1 year or less, Treasury notes with maturities of 2 to 10 years and Treasury bonds with maturities
out to 30 years. Among all fixed income securities, Treasuries have the highest liquidity and credit
quality. Within the LAFPP fixed income allocation, these securities are used by 1) the core/core plus
managers, 2) the long duration manager, 3) the unconstrained fixed income managers.
TIPS are issued with maturities of 5, 10 or 30 years. Although the coupon of TIPS is a fixed rate,
the par value adjusts to the consumer price index (CPI). As a result, both the interest income and
principal value move with inflation. Despite its link to inflation, TIPS prices are also sensitive to

interest rate movements. In the event of deflation, investors are assured of getting at least the initial
issuance par value, and base rate at maturity. TIPS also have the highest credit quality. Their
liquidity is high but slightly less than Treasuries. Within the LAFPP fixed income allocation, we have
two TIPS managers (approximately $1.1 billion invested as of 8/31/2019).
AGENCY DEBENTURES OR GOVERNMENT SPONSORED ENTERPRISES (GSE)
These are debt securities issued by agencies that were created by an act of Congress to fulfill a
public purpose. These agencies include Freddie Mac and Fannie Mae which were created to
provide a secondary market for residential mortgages and the Federal Home Loan Bank System
(FHLB), an agency that provides funds to mortgage lenders. These debentures are not guaranteed
by the U.S. government, but they are deemed to have an implicit U.S. government guarantee.
Consequently, they are usually priced at a slight premium to the U.S. Treasuries. Due to the implicit
government guarantee the credit quality is high, and their liquidity is also high. Maturities of these
securities range from overnight to 30 years. Within the LAFPP fixed income allocation, these
securities are used by 1) the core/core plus managers, 2) the long duration manager, 3) the
unconstrained fixed income managers.
RESIDENTIAL MORTGAGE-BACKED SECURITIES (RMBS)
RMBS are created by securitizing residential mortgages. The securitization process involves
pooling loans originated by either banks/ mortgage companies (originators) and converting them
into packages of securities linking the home loan market with the securities markets. The originators
sell pools of mortgages to either Government Sponsored Enterprises or private companies typically
structured as bankruptcy-remote trusts (the investor does not have recourse against the issuer).
The RMBSs that are issued by Government Sponsored Enterprises are known as agency RMBS
(i.e. implicit guarantee from U.S. government) while the ones issued by private companies are called
non-agency RMBSs. After the 2008 financial crisis, non-agency RMBS issuance was almost nonexistent due to losses experienced by investors. RMBS are composed of largely fixed rate
mortgages and to a lesser extent adjustable rate mortgages. The coupon of a RMBS is usually the
weighted average of the underlying mortgage interest rates and a RMBS investor receives a monthly
payment that is composed of principal and interest on the outstanding mortgages. The actual
maturity of a RMBS is uncertain as homeowners have the option of prepaying the mortgage before
the stated maturity by refinancing. Under that scenario, investors would receive their principal back
sooner.
For agency RMBS, the credit quality and liquidity are high. For non-agency RMBS, both credit
quality and liquidity can vary substantially depending on the underlying loans as well as the structure
of the securities. Maturities of these securities usually range from 10 to 30 years. Within the LAFPP
fixed income allocation, these securities are invested in by 1) the core/core plus managers, 2) the
unconstrained fixed income managers.
COMMERCIAL MORTGAGE-BACKED SECURITIES (CMBS)
CMBSs differ from RMBSs in several ways. The mortgages included in these securities are backed
by commercial and multifamily real estate instead of single-family houses. Most CMBSs are issued
by bankruptcy-remote private companies. The cash flow associated with a CMBS is more certain
as the underlying commercial mortgages are usually locked out from prepayment for a portion of
the loan term and then the loans often have a high prepayment penalty.
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Similar to non-agency RMBS, there is a large range of credit quality and liquidity depending largely
on the structure of the securities. Maturities of these bonds range from 5 to 10 years. Within the
LAFPP fixed income allocation, these securities are invested in by 1) the core/core plus managers,
2) the unconstrained fixed income managers.
ASSET BACKED SECURITIES (ABS)
Similar to non-agency RMBSs, these securities are issued by bankruptcy-remote private companies
and backed by pools of consumer non-mortgage financial assets such as auto, credit card and
home equity loans. Before the 2008 financial crisis, sub-prime mortgages were also included in this
category. The underlying loans are not subject to prepayment penalty.
Similar to non-agency RMBS, there is a large range of credit quality and liquidity depending largely
on the structure of the securities. These are short duration securities with maturities usually up to 5
years. Within the LAFPP fixed income allocation, these securities are invested in by 1) the core/core
plus managers, 2) the unconstrained fixed income managers.
INVESTMENT GRADE CORPORATE BONDS
These are bonds issued in the U.S. by either domestic or foreign corporations denominated in
dollars. Due to their credit worthiness, their credit ratings range from AAA (highest) to BBB (lowest).
The annual default rate on these bonds is typically less than 1%. As a result, the credit quality of
investment grade corporate bonds is considered high. The liquidity of these bonds is usually high
to moderate depending on the issuance size as well as the trading volume. Maturities of these
securities can range from short-term commercial paper (overnight to 270 days) to 30 years. Some
corporations such as Disney and Coca Cola were able to issue bonds with 100-year maturities.
Within the LAFPP fixed income allocation, these securities are invested in by 1) the core/core plus
managers, 2) the long duration manager, 3) the unconstrained fixed income managers.
HIGH YIELD CORPORATE BONDS
In this category of fixed income instruments, the credit worthiness of these issuers/borrowers is low,
and their credit ratings range from BB (highest) to C (lowest). When an issuer defaults, the rating
would be downgraded to D. Most high yield bonds which are also known as below-investment
grade/junk bonds, are issued by ‘fallen angels. The term describes companies that were formerly
rated investment grade but were downgraded to below-investment grade due to either deteriorating
operating performance or an increased debt burden often from leveraged buyouts (LBO’s).
The other types of issuers are young and growing companies. Due to the riskiness of these bonds,
their interest rates demanded by investors are substantially higher than investment grade corporate
bonds. During the 2008 financial crisis, their average credit spread was about 14% (a yield of about
20%) while their average price decline was in excess of 40%.
The average issuance size of high yield corporate bonds is smaller than investment grade corporate
bonds. Consequently, its average liquidity is moderate. For distressed credit, the bonds are illiquid.
These bonds are typically issued with maturities of 10 years or less and callable/prepay in 4-5 years
after issuance. Within the LAFPP fixed income allocation, these securities are invested in by 1) the
core/core plus managers, 2) the high yield manager (approximately $600 million invested as of
8/31/2019), 3) the unconstrained fixed income managers.
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CONVERTIBLES
Convertible bonds are fixed income securities that may be exchanged for a fixed number of shares
of common stock. Due to this option, convertibles are considered hybrid securities. The fixed
income aspect (i.e. the coupon and the principal value) provides downside support while the
embedded option to convert to common stock supplies the potential gain in the equity market. As
a result, the valuation of these securities can get complex due to the factors influencing either the
bond market or the equity market.
The credit quality of convertibles is moderate (low end of investment grade) to low (high yield). The
liquidity of these bonds is generally moderate. Typical maturities of convertible bonds range from 510 years. Due to the equity option of these securities and lower yield, our fixed income managers
usually do not invest in these securities.
MUNICIPAL BONDS (MUNIS)
These are debt securities issued by state or local governments (such as the City of Los Angeles).
The interest on these bonds is largely exempt from federal taxation with certain exceptions. Most
states do not tax the interest income from their own bonds but do tax the bonds issued by other
states. Munis can generally be categorized as either general obligation (GO) bonds or revenue
bonds. GO bonds are supported by the taxing authority of the issuer while revenue bonds are tied
to the income generated from a specific project such as an airport.
Similar to corporate bonds, the credit quality of munis range from investment grade to below
investment grade. The liquidity of these bonds is high to moderate and maturities of these bonds
are usually 20 years or less. Since these bonds have substantially lower yield and LAFPP is a taxexempt organization, our fixed income managers usually do not invest in these securities.
SOVEREIGN BONDS
These are bonds issued by foreign governments (either developed or emerging markets)
denominated in either in foreign or local currencies. In addition to the returns associated with
interest and principal value, currency would also affect the returns of these bonds.
For developed countries such as Germany, the German bund (bond issued by Germany’s federal
government) is highly liquid and its credit quality is similar to Treasuries. German Bunds also have
maturities up to 30 years. For emerging markets sovereign bonds, there is a wide range in terms
of liquidity and credit quality. Within the LAFPP fixed income allocation, these securities are
invested in by 1) the core/core plus managers, 2) the unconstrained fixed income managers.
EMERGING MARKET BONDS
These are bonds issued by borrowers located in developing countries/emerging markets. The
issuer can be a foreign government or a corporation. Government bonds issued by Mexico can be
classified as either a sovereign bond or an emerging market bond. For an issuer such as Petrobras,
a Brazilian petroleum company, its bonds would be classified as an emerging market bond only.
These bonds can be denominated in either local or foreign currency. Within the LAFPP fixed income
allocation, these securities are invested in by 1) the core/core plus managers, 2) the unconstrained
fixed income managers.
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SYNDICATED BANK LOANS AND PRIVATE CREDIT/DIRECT LENDING
This part of the fixed income world is getting a lot of attention currently as more investors reach for
higher returns.
Syndicated Leveraged Bank loans and Private Credit (also known as Direct Lending) generally refer
to the senior loans of corporate borrowers. They can be invested in a separate account or a private
equity like investment structure. For Private Credit, the investments usually target higher returns
and in so doing, may have a higher risk of loss of the investor’s capital. In addition, they have limited
liquidity or no liquidity.
SYNDICATED BANK LOANS
Debt funding sources for large corporations are composed of 1) investment grade or high yield
bonds and 2) syndicated bank loans. For syndicated bank loans, the loan size ranges from several
hundred million to several billion dollars. They are underwritten and administered by one or several
commercial or investment banks and sold to institutions and investment vehicles which include 1)
banks, 2) insurance companies, 3) investment managers, and 4) commingled funds structured as
a private equity or hedge fund.
For large corporations with good (investment grade) credit ratings, their syndicated bank loans are
typically in the form of a revolver structure (like a credit card) and are unsecured. These loans have
lower interest rates and are typically held by banks. For below investment grade issuers, the loans
are riskier in nature due to the lower credit quality of the issuers. These bank loans are structured
as term loans with higher interest rates and secured by certain assets such as the firm’s accounts
receivables. These loans are also known as syndicated leveraged bank loans (leverage loans) for
borrowers that have a substantial amount of debt. They are often marketed as senior and secured
loans with the implication that they are safer investments than loans that are less senior or not
secured. However, the designation “secured” is somewhat misleading as the loans are not secured
by cash. The amount and type of collateral is determined by the credit worthiness of the borrower.
The average credit rating of these loans is in the single B category (as of June 30, 2019). Since
these loans are callable (the loan may be paid off before its maturity date), the borrower can
refinance its existing loan when it may be advantageous for them to do so. Due to the prepayment
feature, the loans have reinvestment risk (the chance that you may not be able to reinvest the loan
proceeds at a comparable or higher interest rate).
Private equity sponsors can use leveraged loans to acquire large companies. The sponsor may
then refinance the loan into a high yield bond through the bond market. This is why leveraged loans
are sometimes referred to as bridge loans.
An investor can participate in these leveraged loans through a separate account. Fees charged
range from 40-75 basis points (bps). The liquidity of these loans is like high yield bonds. The bid
and offer spreads (loans with higher spreads are less liquid) range from 50 bps to 75bps in a normal
market environment and 100 bps to 150 bps during a distressed market environment. The current
average yield is about 6% and the credit spread (see Attachment I for explanation) is approximately
400 bps (as of June 30, 2019). The historical yield and spread are illustrated in Exhibit I while the
historical returns of leveraged loans and high yield are shown in Exhibit II.
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Because of the senior and secured nature of these loans, their recovery rate on average from
payment default is substantially higher than high yield bonds. However, pricing can be quite volatile
as the average leveraged loan price was about 60% (or a loss of 40% in value) during the Great
Financial Crisis (GFC) – as shown in Exhibit III.
PRIVATE CREDIT/DIRECT LENDING
For small and mid-size companies, the loan sizes are substantially smaller than for large companies.
They are usually below $100 million. The credit quality can also be divided into investment grade
or below-investment grade. However, these companies are typically not rated and do not have
access to the bond market. Their debt funding is largely dependent on the loan market.
For private equity sponsors that invest in lower to middle market (small to medium size) companies,
loans are used to finance these purchases. Due to the riskiness of these loans (average credit
quality is single B) and bank regulations imposed after the Great Financial Crisis of 2008, many
banks are unwilling to participate in this sector. Many established or newly formed investment firms
viewed this as an opportunity and entered the market to fill the void left by the banks. These belowinvestment grade lower to middle market loans were relabeled as private credit, middle market or
direct lending.
Since the size of the loan is relatively small, company management usually will borrow from one
lender (i.e. the direct lender) to satisfy its financing needs. Since smaller companies have higher
risk premiums (although their loans are typically senior and secured) and their smaller loans have
limited or virtually no liquidity, the interest rates on these loans are higher - about 1-3% higher on
average than large leveraged loans. With limited financing options available to smaller companies,
lenders are in a better position to incorporate covenants in loans (see Loan Covenants section
below). As a result, there are substantially fewer covenant-lite middle market loans. The sizes of
these loans are too small to trade so there’s no secondary market for them. Many investment
managers either structure a private equity like commingled fund or form a business development
company (BDC) to invest in these loans. A BDC is a closed-end investment vehicle in which the
ownership can be private or publicly traded.
In order to justify the private equity-like commingled fund fee (management fees of 1% to1.25% and
carried interest of 10% to 15%), many managers use fund leverage (typically 1:1 or 50% debt and
50% investor capital) to increase their fund returns. In a severe economic downturn, the additional
leverage can magnify losses. Managers may include mezzanine/subordinated debt that is lower in
the capital structure (i.e. higher risk) to these funds in order to generate higher returns. The
historical return of middle-market loans is illustrated in Exhibit II.
During the last 4-5 years, these loans in the form of commingled funds are being been marketed to
many institutional investors to fill the void left by commercial banks. These investments were not
included as a separate asset class in our asset allocation due to their unbalanced risk and return
profile in addition to the private equity like fees that are charged by these funds. As illustrated in
the historical return data, these loans experienced high losses during market crisis and only low to
moderate returns during strong markets. There are several debt funds within our private equity
allocation. Most of these funds consist of loans or debt securities of dislocated companies in which
yields of these debts are substantially higher.
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ADDITIONAL INFORMATION
CREDIT QUALITY AND ASSESSMENT
Credit rating is an important measurement in determining the credit quality of a borrower. The rating
scale from both S&P and Moody’s can be classified as investment grade (high credit quality) and
below-investment grade (low credit quality). For investment grade ratings, S&P rating scale ranges
from AAA (highest) to BBB- (lowest), while Moody’s rating scale ranges from Aaa (highest) to Baa3
(lowest). For below investment grade (also known as high yield) ratings, they range from BB+
(highest) to C (lowest) for S&P and Ba1 (highest) to C (lowest) for Moody’s.
To assess the credit quality or a borrower’s likelihood of repayment of a debt, a lender or a rating
agency will examine the three Cs of the borrower:
1) Character – whether the borrower possesses the honesty and reliability to repay a debt. In many
cases, a borrower with bad character/history will refuse to repay debt even though cash and
other financial resources are available. For corporations, the track record of repayment history
and the firm’s integrity, among other factors, will be examined.
2) Capital – whether the borrower has enough liquid and illiquid assets to repay debt. The firm’s
balance sheet will be reviewed to assess the values and quality of its assets.
3) Capacity – whether the borrower is able to repay its debt. Company earnings and cash flow will
be assessed.
CAPITAL STRUCTURE
The capital structure should be considered when lending to companies. As illustrated on the
following chart, the balance sheet of a company can be divided into 1) assets and 2) liabilities and
owner equity. Its assets include cash, accounts receivables, inventory. The liabilities include money
owed to creditors such as vendors and debt holders. The capital structure (shown in the following
table) provides the debt and equity structure of a business.
Balance Sheet

Capital Structure

Liabilities
(including
Debt)
Assets
Equity

Within the capital structure, loans are typically senior in nature and have the first claim to the assets
of a firm. High yield or mezzanine securities are next in line in while equity holders have the last
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claim to the assets. As a result, senior loans have the lowest risk and equity holders have the
highest risk. As with all asset classes, returns are proportional to risk, i.e. higher risk should produce
higher return. The maximum return that a senior loan holder is entitled to is the return of its principal
plus interest payments while the maximum theoretical return for an equity holder is unlimited. In a
bankruptcy scenario, an equity holder can lose 100% of its investment. A debt holder such as a loan
investor can also lose a substantial portion or all of its investment depending on a) the total value
of a company’s assets and b) its capital structure. Additionally, if the company is leveraged (debt
is substantially higher than equity), the loss for the debt holder is typically higher.
LOAN CHARACTERISTICS
A corporate loan is a debt instrument that usually has the following characteristics: 1) a fixed
maturity date, 2) is senior in the capital structure, 3) has a floating interest rate determined by a
base rate such as the 3-month LIBOR plus a certain spread, 4) is unsecured or secured depending
on the company’s credit risk, and 5) is callable and usually has no prepayment penalty. Spread is
the difference between the actual interest rate charged and the base rate. For example, if the actual
rate is 5% and the 3-month LIBOR rate is 2%, the spread is 3% or 300 bps.
Before the Great Financial Crisis, the corporate loan market was largely funded by banks and
finance companies. Post Great Financial Crisis, many of these institutions either went out of
business or curtailed their lending business due to increased regulations.
LOAN STRUCTURE
Corporate loans are organized largely into two different structures: 1) a revolving line of credit and
2) term loans. A revolving line of credit (or revolver) is like a credit card where the borrower can
draw on the line to fund its working capital needs on a temporary basis or as a funding alternative
to provide support for issuance of short term commercial paper (debt with maturities of less than
270 days). A term loan is like a bond where the loan is funded from the beginning of a loan period
until its maturity date. The maturity of loans usually ranges from 3-7 years.
LOAN RISKS
Credit Risk - The principal risk of investing in loans is payment default in which a borrower does not
pay the interest or principal on time. This event is usually caused by a borrower’s distressed
financial condition which may ultimately lead to bankruptcy. The historic default rate of leverage
loans is displayed in Exhibit IV.
A lender would typically recover a portion of the principal depending on the loan’s debt structure.
For a senior secured lender (secured by collateral such as accounts receivables or inventory), the
recovery rate is substantially higher as the collateral can be sold to repay the debt. For unsecured
creditors, the recovery will depend on the type of bankruptcy restructuring implemented. Banks or
large lenders often have a workout group or special assets group to manage troubled loans in order
to maximize the loan recovery value. Overall, the recovery rate for senior loan secured loans is
substantially higher than high yield bonds (Exhibit V). The covenant-lite loans will likely have lower
recovery rates in an economic downturn scenario and the consensus recovery rate is expected to
be in the range of 40-50%.
Liquidity Risk – Loans to lower middle market or middle market companies are not frequently traded
or not traded at all (i.e. illiquid) due to their sizes as well as the number of lenders holding the loans.
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In many cases, there is only one lender and the transaction cost to sell a loan is enormous despite
the loan’s good standing. When the financial markets are in distress, liquidity usually does not exist
for lower or middle market loans.
LOAN COVENANTS
To protect lenders, loan agreements often include a series of restrictions known as covenants.
These covenants are generally categorized into two types: negative and financial. Negative
covenants usually restrict the borrower’s activities in terms of additional borrowing, making
acquisitions, collateral pledging, and debt repayment. Financial covenants are a set of tests to
ensure certain levels of financial performance are met. They include 1) debt to cash flow ratio, 2)
interest and short-term debt coverage ratio, and 3) tangible net worth.
The purpose of financial covenants is to mitigate loan losses when a borrower’s financial condition
starts to deteriorate. When a borrower violates these covenants, a lender can restructure the loan
such that the borrower might need to a) pledge more collateral, b) change the repayment schedule,
c) increase the interest rate or loan fee, d) sell assets or issue equity, e) do a combination of these
remedies.
In recent years and in 2006/2007, due to the high demand for syndicated bank loans, borrowers
were able to demand looser or no covenants in their loan agreements. These loans are known as
covenant-lite loans. The negative trend of covenant-lite loans is illustrated in Exhibit VI. Although
the covenants are not the main factors in making lending decisions, they are important to mitigate
loss and increase the recovery value of a loan when a borrower defaults on its loan. For example,
private equity sponsors often recover part of their investments in the form of a dividend
recapitalization (or dividend recap) by issuing new debt. The new debt will add risk to the existing
credit investors as there will be more claims for the same assets.
This report was prepared by:
Derek Niu
Investment Officer
RPC:TL:PGP:DN:AP
Attachment: Bond Basics
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EXHIBIT I

Bank Syndicated Yield and Spread
25.00%

L+1800.00
L+1600.00

20.00%

L+1400.00

15.00%

Yield

L+1000.00
L+800.00
10.00%

Libor Spread

L+1200.00

L+600.00
L+400.00

5.00%

L+200.00
L+.00
1/31/1997
11/30/1998
9/30/2000
7/31/2002
5/28/2004
3/31/2006
1/31/2008
1/16/2009
6/5/2009
10/16/2009
3/12/2010
7/30/2010
12/17/2010
4/29/2011
9/9/2011
1/27/2012
6/1/2012
10/26/2012
3/1/2013
7/26/2013
12/6/2013
4/25/2014
9/5/2014
1/23/2015
6/12/2015
10/23/2015
3/11/2016
7/22/2016
12/2/2016
4/21/2017
9/1/2017
1/19/2018
5/31/2018
10/19/2018
2/28/2019
7/19/2019

0.00%

Yield-to-Maturity

Spread-to-Maturity

Source: S&P/LSTA Leverage Loan Index*
*S&P stands for Standard and Poor; LSTA stands for Loan Syndications and Trading Association

During the Great Financial Crisis when the market was under great stress, the spreads (the difference
between the yield and 3-month LIBOR) were the widest while the yields were the highest (close to
20%).
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EXHIBIT II
% Rate of Return
Index
ICE ML HY Master II Index *
S&P/LSTA Lev Loan Index **
MM Loan LCD Index ***

LTM Jun
19
7.58
3.97
5.4

2018
-2.27
0.44
1.72

2017
7.48
4.12
8.3

2016
17.49
10.16
7.04

2015
-4.61
-0.69
4.28

2014
2.51
1.60
3.48

Index
ICE ML HY Master II Index *
S&P/LSTA Lev Loan Index **
MM Loan LCD Index ***

2013
7.41
5.29
7.78

2012
15.55
9.66
11.21

2011
4.37
1.52
5.81

2010
15.07
10.13
16.4

2009
58.10
51.62
34.23

2008
-26.11
-29.10
-25.22

* ICE (Intercontinental Exchange)/ ML (Merrill Lynch) HY (High Yield) Master II Index is a benchmark for LAFPP high yield.
** S&P (Standard and Poor)/LSTA (Loan Syndications and Trading Association) Leveraged Loan Index is a benchmark for
syndicated bank leveraged loans.
*** MM (Middle Market) Loan LCD (Leveraged Commentary & Data) Index is a benchmark for middle market loans.

Source: Northern Trust and LCD
All three types of debt experienced substantial return volatility during the Great Financial Crisis.
Similar to real estate and private equity, middle market loans are not liquid, and their returns are
based largely on appraisals and cash flow. As a result, returns on middle market loans are less
volatile. High yield bonds do have better prepay protection resulting in further price appreciation
during a market rebound.
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Exhibit III

Source: S&P/LSTA Leveraged Loan Index*
*S&P stands for Standard and Poor; LSTA stands for Loan Syndications and Trading Association
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Exhibit IV

Default Rates
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Both bank loans and high yield bonds have similar historical default patterns. Default rates for high
yield bonds in general are higher due to 1) loan with covenants that allow lenders to force asset sales
to repay loans before the company goes into default, 2) loans are usually at operating company level
while bonds are at holding company level (e.g. the issuer may default its debt at the holding company
level while continue to make debt payment at its operating company such that operations are not
affected).
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Exhibit V

Recovery Rates
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Source: JP Morgan
The recovery rate for bank loans is substantially higher due to its senior secured status within the
capital structure.
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Exhibit VI
Covenant Lite as a Percent of Total Sydnicated Bank Loans
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Attachment
Bond Basics
A bond is a loan in the form of a security. Bonds are issued by entities such as
governments and corporations. Similar to a loan, it pays interest. The interest rate of
a specific bond is commonly known as the coupon (either floating or fixed rate) which
is paid periodically. The principal or par value of the bond is repaid at maturity.
There are certain characteristics of a bond that determine its value. For fixed rate
bond investors, the annualized return is known as yield if a bond is held to maturity.
The yield of a bond might differ from its coupon rate and is determined by both the
price of a bond as well as the coupon rate of the bond. If the purchase price of a bond
is higher than its par value or at a premium, the yield would be lower than its coupon
rate. Conversely, if a bond is purchased below its par value or at a discount, the yield
would be higher than its coupon rate.
When general interest rates move up, bond prices normally go down with some
exceptions. Changes in interest rates affect bonds with various maturities quite
differently. The price of a bond with a longer maturity is affected much more by interest
rate fluctuations. A line graph that charts the relationship between yield and the
maturity of debt securities issued by the same entity (in this case U.S. Treasuries) is
widely known as the “yield curve”. A normal yield curve would usually show a rise in
yield between short-term securities and long-term securities as investors usually
demand higher yield to compensate for the longer maturity date. However, there are
periods where the yield curve is inverted where the long-term securities yield is lower
than the short-term securities yield due to a market expectation of a potential
recession. This is illustrated in the following graph. For the August 15, 2019 Treasury
yield curve, you can see that the yield of a five-year Treasury note (about 1.4%) is
lower than the yield of a one-month Treasury bill (about 2.1%). The yield curve is
more normalized for maturities after seven years.

Yield Curves
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A bond investor encounters two types of risk: i) interest rate risk for fixed rate coupons
and ii) credit or default risk. To measure the sensitivity of a bond price to interest rate
movement, a concept known as “duration” is used in the fixed income market.
Duration usually expressed in years is a weighted average maturity of a bond’s cash
flow. It provides the approximate percentage change in bond price to a 1% change in
interest rate. For example, a bond with 10-year duration is expected to experience a
10% decline in price if interest rates move up by 1%. If interest rates drop by 1% the
same bond would experience a 10% price appreciation. For a debt instrument with a
floating rate coupon (such as bank loans), its duration is usually close to zero and its
price will not change much with interest rate movements.
U.S. Treasuries or debt securities issued by the U.S. Department of the Treasury are
generally perceived as free of credit risk although this view has been slightly altered
by the recent political situation in Washington D.C. Debt securities issued by other
entities are deemed to have the potential of defaulting which is described as credit
risk. Investors demand extra yield to compensate for the credit risk. The yield
difference between the yield of a U.S Treasury bond and the yield of a bond issued
by another entity with the same maturity is known as the “credit spread”.
For example, the 10-year Treasury bond was yielding 2.7% (as of 12/31/18) while a
Bank of America bond with 10-year maturity was yielding 3.9% on the same date. The
yield difference of 1.2% or 120 basis points is known as the credit spread. The price
of a non-U.S. Treasury bond would depend on both the interest rate and credit spread.

DEPARTMENT OF FIRE AND POLICE PENSIONS
701 E. 3rd Street, Suite 200
Los Angeles, CA 90013
(213) 279-3000

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS
DATE:

OCTOBER 17, 2019

FROM:

RAYMOND P. CIRANNA, GENERAL MANAGER

ITEM: A.3

SUBJECT: FIRST QUARTER UPDATE FOR THE 2019-20 BUSINESS PLAN AND POSSIBLE
BOARD ACTION
RECOMMENDATION
That the Board:
1. Authorize a revision to the Project History and the September 30, 2019 Milestone narrative
for Project No. 5 – Direct Deposit Transition, as reflected in the revised Business Plan;
2. Authorize a revision to the December 31, 2019 Milestone date to June 30, 2020 for Project
No. 7 – PARIS (Pension and Retirement Information System) Implementation, as reflected
in the revised Business Plan; and
3. Authorize a revision to the Business Plan for Project No. 10 – Pensions Division Business
Process Reengineering, to extend portions of this project to next fiscal year and instruct staff
to continue this project in the 2020-21 Business Plan.
DISCUSSION
Staff is providing the first quarter update on the status and progress of the 2019-20 Business Plan
projects (Attachment II).
The 2019-20 Business Plan was approved by the Board on June 20, 2019 and includes a total of
12 projects that fall within the department’s five Strategic Goals:
1.
2.
3.
4.
5.

Ensure a Financially Sound Retirement System
Manage Risk Throughout the Organization
Enhance Customer Care & Stakeholder Relations
Pursue Operational Efficiencies
Build and Support a Talented Workforce

These primary goals help keep the System resources focused on the most critical areas to ensure
we successfully fulfill our Mission Statement:
“To advance the health and retirement security of those who dedicate
their careers and risk their lives to protect the people of Los Angeles”

The 2019-20 Business Plan first quarter update is summarized in Attachment I. This attachment
provides a brief overview of the projects, including the overall project duration, the progress towards
meeting the 2019-20 Milestones, the overall project status and whether the project is currently
over/under budget.
As presented in Attachment I, the table can be summarized as follows:
• Ten out of the 12 projects are on schedule and within budget;
• One out of the 12 projects is at risk of falling behind schedule; and
• One out of the 12 projects is behind schedule.
Project No. 5 – Direct Deposit Transition
Of the ten projects which are on schedule, staff requests technical revisions to the Direct Deposit
Transition project write-up.
The City Attorney has recently advised staff that LAFPP may adopt a policy requiring direct deposit,
but members would be allowed to opt-out in order to comply with California law. This new
information has been added to the Project History.
The September 30, 2019 Milestone will be revised, replacing check messages with emails. Due to
the limitations of PARIS, staff cannot place messages on the paper checks only for the affected
members (~500). As an alternative to the check messages, LAFPP will be emailing the same letters
and direct deposit forms directly to the affected members. The check message feature will be utilized
if PARIS gains the ability to place check messages in the future.
The project continues to be on-schedule and on-budget.
Project No. 7 – PARIS (Pension and Retirement Information System) Implementation
As communicated in the September 19, 2019 Board Monthly Report, the Project Team is currently
assessing the major processes/functionality and reports to identify those that are not properly
working and need to be fixed as soon as possible within the core pension administration system
(Phase 4A). A comprehensive list of functionality fixes along with the previously identified
functionality intentionally deferred after Phase 4A Go-Live is being compiled and prioritized in order
to address them in the upcoming Post Support builds. Due to the number and complexity of
identified issues, it has now been determined that these needed fixes will be prioritized over the
Phase 4B work (delivery, testing and implementation of additional system functionality for
DocuShare and Workflow integration). The Project team anticipates that the needed Phase 4A
functionality will be rolled out by December 2019. As such, the Phase 4B Milestone will be pushed
back to June 30, 2020.
Staff will continue to update the Board on the Project status in the Monthly Reports and the Quarterly
Business Plan Reports.
Project No. 10 – Pensions Division Business Process Reengineering
Due to continuing development work on Project No. 7 - PARIS (Pension and Retirement Information
System) as described above, the first two Milestone dates for Project No. 10 will be delayed by six
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months, to March 31, 2020 and June 30, 2020. As such, staff proposes to modify the scope of the
work to deliver six Milestones over the course of two fiscal years. Modifying the timeline to complete
the Project by June 30, 2021 allows for a one-quarter review per section.
BUDGET
No additional funding is requested at this time.
POLICY
No policy change as recommended.
This report was prepared by:
Elijah Hernandez, Management Assistant
Administrative Services Section
RPC:WSR:MTS:DP:EH
Attachments:

I. 2019-20 Business Plan Dashboard - First Quarter Update
II. 2019-20 Revised LAFPP Business Plan
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ATTACHMENT I

DEPARTMENT OF FIRE AND POLICE PENSIONS
2019-20 BUSINESS PLAN
FIRST QUARTER UPDATE (AS OF SEPTEMBER 30, 2019)
2019-20 BUSINESS PLAN DASHBOARD
Overall Project
Duration

PROJECT TITLE

2019-20
Milestone
Dates

Overall
Project
Schedule

Goal 1 – Ensure a Financially Sound Retirement System
1.

NEW – Emerging Manager Program
and Policy Review

2019-20

2.

NEW – Actuarial Assumption
Research

2019-20

3.

NEW – Investment Benchmarking

2019-20

Goal 2 – Manage Risk Throughout the Organization
4.

NEW – Contractor Disclosure Review
Process Enhancements

2019-20

Goal 3 – Enhance Customer Care and Stakeholder Relations
5.

NEW – Direct Deposit Transition

2019-20

6.

NEW – Focused Communications

2019-20

PARIS (Pension and Retirement
Information System) Implementation

2015-16
2016-17
2017-18
2018-19
2019-20

7.

Goal 4 – Pursue Operational Efficiencies
8.

Implementation of New Accounting
Software

2019-20

9.

NEW – Department-wide Business
Process Improvements

2019-20
2020-21

10. NEW – Pensions Division Business
Process Reengineering

2019-20
2020-21

Goal 5 – Build and Support a Talented Workforce
11. NEW – Investment Staff Duties
Rotation and Development of Junior
Staff

2019-20

12. NEW – Workforce Succession Planning

2019-20

Legend:

On schedule or on budget
At risk of falling behind schedule or
going over budget
Behind schedule/over budget
Project completed

2019-20
Project
Budget

ATTACHMENT II

LAFPP

LOS ANGELES FIRE AND POLICE PENSIONS

2019-20 BUSINESS PLAN
AS ADOPTED BY THE BOARD:
JUNE 20, 2019
REVISED: OCTOBER 17, 2019

2019-20 FINAL BUSINESS PLAN INTRODUCTION
The 2019-21 Strategic Plan serves as a blueprint to guide LAFPP in the development of the
annual 2019-20 Business Plan and includes the Vision, Mission, Values and Strategic Goals for
LAFPP. The Strategic Plan was approved by the Board on February 1, 2018, reaffirming its
commitment to the LAFPP Vision Statement:
To be a leader and innovator in the public pension industry through an uncompromising
dedication to excellence, customer service, transparency, and education
The 2019-20 Final Business Plan methodically allocates resources to the most critical areas of our
operations to successfully accomplish our Mission:
To advance the health and retirement security of those who dedicate their careers
and risk their lives to protect the people of Los Angeles
Our Business Plan includes twelve projects, including ten new projects; one multi-year project
and one deferred project from last year. We believe these twelve projects are the most critical
to ensure we continue to meet the Department’s five primary Goals:
1)
2)
3)
4)
5)

Ensure a Financially Sound Retirement System
Manage Risk Throughout the Organization
Enhance Customer Care and Stakeholder Relations
Pursue Operational Efficiencies
Build and Support a Talented Workforce

In Fiscal Year 2018-19, the Department implemented the new Pension Administration System
Project, which has been named “PARIS” (Pensions and Retirement Information System). This
marked the culmination of a multi-year effort to transition all member data and payment
processing to a new system and required significant resources. While the core system has been
implemented, work continues on the last phase of the project, which should be completed by
June 30, 2020 December 31, 2019.
The Department will now shift resources to other areas throughout the organization, as
discussed in the following Project details. We believe these Projects will enable the Department
to meet our Mission and Strategic Goals as envisioned during the development of the 2019-21
Strategic Plan.
I want to extend my deep appreciation to the Board and staff for the continued support of the
Strategic and Business Plans over the years.
Sincerely,
Raymond Ciranna, General Manager
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2019-20 FINAL BUSINESS PLAN
PROJECT MATRIX SUMMARY
GOAL 1 – Ensure a Financially Sound Retirement System
Project Title
(1)
(NEW)
Emerging Manager
Program and Policy
Review
(2)
(NEW)
Actuarial Assumption
Research

Workload
Level
Lead:
Moderate

Duration

Project Objective

2019-20

To research and pursue potential
improvements
in
the
emerging
manager program.

2019-20

To research and gather actuarial
information and trends for the next
experience study. The next experience
study will cover July 1, 2016 - June 30,
2019 and is expected to be presented
to the Board in June 2020.

2019-20

To perform a cost and performance
benchmarking analysis of the LAFPP
portfolio.

Participants:
Moderate
Lead:
Low
Participants:
Low

(3)
(NEW)
Investment
Benchmarking

Lead:
Moderate
Participants:
Moderate

GOAL 2 – Manage Risk Throughout the Organization
Project Title

(4)
(NEW)
Contractor Disclosure
Review Process
Enhancements

Workload
Level
Lead:
Low

Duration

2019-20

Participants:
Moderate

Project Objective

To enhance assurance that investment
and procurement decisions are made
solely on the merits of the goods or
services proposed to be provided by
contractors to LAFPP.

GOAL 3 – Enhance Customer Care and Stakeholder Relations
Project Title

Workload
Level

Lead:
(5)
(NEW)
Moderate
Direct Deposit Transition

Duration
2019-20

Participants:
Moderate
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Project Objective
To reduce the usage of physical checks
by 50% and have members voluntarily
enroll into direct deposit.

2019-20 FINAL BUSINESS PLAN
PROJECT MATRIX SUMMARY
GOAL 3 – Enhance Customer Care and Stakeholder Relations
Project Title

Workload
Level

Lead:
(6)
(NEW)
Moderate
Focused Communications

Duration

Project Objective

2019-20

To
create
focused
benefit
communications on individual topics
that will address frequently asked
questions
and
reduce
member
inquiries.

2015-16
2016-17
2017-18
2018-19
2019-20

To design and implement a new
Pension Administration System that
will result in improved overall
efficiency in the department’s business
operations and continued superior
service to our membership.

Participants:
Moderate
Lead:
(7)
PARIS (Pension and
High
Retirement Information
System) Implementation Participants:
High

GOAL 4 – Pursue Operational Efficiencies
Project Title
(8)
Implementation of New
Accounting Software

Workload
Level
Lead:
Moderate

Duration

Project Objective

2019-20

To replace the current accounting
software
and
improve
financial
reporting.

2019-20
2020-21

To identify and implement operational
best practices based on insights gained
from
pension
administration
benchmarking process and results for
the period ending June 30, 2018.

2019-20
2020-21

To review Pensions Division Sections’
business processes by PASCo in
consultation with the Internal Audit
Section. Recommendations will be
made
to
leverage
PARIS
and
DocuShare to improve efficiency

Participants:
Moderate

(9)
(NEW)
Department-wide
Business Process
Improvements

Lead:
Moderate

(10)
(NEW)
Pensions Division
Business Process
Reengineering

Lead:
Moderate

Participants:
Moderate

Participants:
Moderate
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2019-20 FINAL BUSINESS PLAN
PROJECT MATRIX SUMMARY
GOAL 5 – Build and Support a Talented Workforce
Project Title

Workload
Level

(11)
(NEW)
Investment Staff Duties
Rotation and
Development of Junior
Staff

Lead:
High

(12)
(NEW)
Workforce Succession
Planning

Lead:

Duration

Project Objective

2019-20

To continue the development of junior
and senior staff through rotation of
duties, cross-training and educational
opportunities.

2019-20

To develop and implement a crosstraining pilot program on a limited
basis and study results to assist in the
efficient expansion of the pilot
program.

Participants:
High

High
Participants:
Low
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GOAL 1 – Ensure a Financially Sound Retirement System
Project 1: NEW – Emerging Manager Program and Policy
Review
Duration: 2019-20
Project Lead: Tom Lopez, Chief Investment Officer, Investments Division
Project Participants: Investments Staff and RVK
Stakeholders: Board Members, LAFPP Members

PROJECT
OBJECTIVE

To research and pursue potential improvements in the emerging manager
program.

PROJECT
HISTORY

The Emerging Manager program was created in the early 90's in order to
seek out firms that may outperform their peers but have less ability to market
themselves to large institutional investors. Similar to other managers, the
performance of emerging managers varies and given the evolution of the
marketplace in recent years, a deeper look into the program would be
beneficial for LAFPP.

2019-20
DELIVERABLES

Comprehensive review of the Emerging Manager Program and Policy reported
to the Board.

2019-20
MILESTONES

BY SEPTEMBER 30, 2019:
Begin review of Emerging Managers and the existing policy.
BY DECEMBER 31, 2019:
Complete review process with RVK.
BY MARCH 31, 2020:
Compile data, form recommendations and present to the Board the results
of the comprehensive review of the Emerging Manager Program.

2019-20
RESOURCES

There are no anticipated additional costs associated with this project. Staff
will utilize existing resources.
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GOAL 1 – Ensure a Financially Sound Retirement System
Project 2: NEW - Actuarial Assumption Research
Duration: 2019-20
Project Lead: Greg Mack, Chief Benefits Analyst, Pensions Division
Project Participants: Greg Mack
Stakeholders: LAFPP Staff, Management, and Board of Commissioners

PROJECT
OBJECTIVE

To research and gather actuarial information and trends for the next
experience study. The next experience study will cover July 1, 2016 - June
30, 2019 and is expected to be presented to the Board in June 2020.

PROJECT
HISTORY

The 2020 experience study will review the economic and demographic
actuarial assumptions and compare actual experience with what was
expected under the current assumptions. The Society of Actuaries have
released a new mortality table for retiree public safety members. The Board's
actuarial consultant may recommend changes to the mortality table along
with other potential assumption changes including and not limited to
inflation, investment return, salary increases, termination and disability
incidence rates.

2019-20
DELIVERABLES

Presentation to the Board regarding actuarial industry trends that could
impact the assumptions recommended in the next experience study.

2019-20
MILESTONES

BY DECEMBER 31, 2019:
Research the actuarial assumptions changes being recommended for other
Pension systems by their actuarial consultants.
BY JUNE 30, 2020:
Presentation to the Board of the results regarding actuarial information and
trends as they relate to the experience study.

2019-20
RESOURCES

The final budget includes existing staffing and actuarial costs associated with
this project. No additional costs are anticipated.
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GOAL 1 – Ensure a Financially Sound Retirement System
Project 3: NEW – Investment Benchmarking
Duration: 2019-20
Project Lead: Tom Lopez, Chief Investment Officer, Investments Division
Project Participants: Investments Division and Investment Benchmarking Firm
Stakeholders: Board Members and LAFPP Members

PROJECT
OBJECTIVE

To perform a cost and performance benchmarking analysis of the LAFPP
portfolio.

PROJECT
HISTORY

The Board regularly reviews the Plan’s investment performance, risk taken,
and costs associated with the management of its investment program. This
project will provide a comprehensive comparison of how LAFPP is performing
versus its peers.

2019-20
DELIVERABLES

Comprehensive review of LAFPP’s portfolio investment performance, risk and
costs compared to a peer group of funds for the period ending December 31,
2018.

2019-20
MILESTONES

BY MARCH 31, 2020:
Review the draft report to the General Manager and CIO.
BY JUNE 30, 2020:
Present the final report to the Board.

2019-20
RESOURCES

The costs associated with this project are unknown at this time. No additional
staffing costs are anticipated.
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GOAL 2 – Manage Risk Throughout the Organization
Project 4: NEW – Contractor Disclosure Review Process
Enhancements
Duration: 2019-20
Project Lead: James Yeung, Internal Auditor IV, Internal Audit Section
Project Participants: Internal Audit Section Staff
Stakeholders: LAFPP and LAFPP Contractors

PROJECT
OBJECTIVE

To enhance assurances that investment and procurement decisions are
made solely on the merits of the goods or services proposed to be provided
by contractors to LAFPP.

PROJECT
HISTORY

The Contractor Disclosure Policy requires contractors to disclose
contributions, gifts, and contacts to provide transparency on conflicts of
interest. The policy was intended to supplement city and state ethics laws.
Current procedures rely solely on self-reporting, and review procedures are
independent of city/state compliance requirements.

2019-20
DELIVERABLES

Enhanced Internal Audit Section review of procedures and processes.

2019-20
MILESTONES

BY SEPTEMBER 30, 2019:
Identify available external data resources. Develop, document, and test
procedures and processes to cross reference reported contractor disclosures
to external data resources.
BY DECEMBER 31, 2019:
Full implementation.

2019-20
RESOURCES

There are no anticipated costs associated with this project. Existing Internal
Audit Section staff will be utilized for this project.
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GOAL 3 –Enhance Customer Care and Stakeholder Relations
Project 5: NEW - Direct Deposit Transition
Duration: 2019-20
Project Lead: Kyle Susswain, Manager, Retirement Services
Project Participants: Retirement Services Staff
Stakeholders: LAFPP Members and Retirement Services Staff

PROJECT
OBJECTIVE

To reduce the usage of physical checks by 50% and have members
voluntarily enroll into direct deposit.

PROJECT
HISTORY

Members receiving checks can possibly receive their payments late, forget if
they cashed them, or lose them. To replace a lost check, members must
complete and return a notarized affidavit by a certain day to meet LAFPP's
Off-Cycle check repayment date. If they miss that date, it would take another
month to receive payment. CPAS allows for retroactive direct deposit
payments to be made much more frequently. The City Attorney has advised
staff that LAFPP may adopt a policy requiring direct deposit, however,
members need to be allowed to opt-out in order to comply with California law.

2019-20
DELIVERABLES

Reduce physical check usage by 50% and have members voluntarily enroll
into direct deposit.

2019-20
MILESTONES

BY SEPTEMBER 30, 2019:
Identify members receiving checks and verify addresses. Email and Mmail
letters with direct deposit forms to these members. Also post direct deposit
transition information to the LAFPP website and place messages on their
checks.
BY DECEMBER 31, 2019:
Receive forms and enroll 16% of check receiving members into direct deposit.
Send 2nd round of letters to those that did not enroll.
BY MARCH 31, 2020:
Receive forms and enroll 33% of check receiving members into direct deposit.
Verify phone numbers and call the remaining members, send final round of
letters to those that did not enroll.
BY JUNE 30, 2020:
Receive forms and enroll 50% of check receiving members into direct deposit.
Continue efforts to enroll the remaining members.

2019-20
RESOURCES

There are no anticipated costs associated with this project other than existing
staff. Potential for cost savings are $0.055 per deposit versus $0.62 per
check.
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GOAL 3 – Enhance Customer Care and Stakeholder Relations
Project 6: NEW – Focused Communications
Duration: 2019-20
Project Lead: Elizabeth Trevizo, Management Analyst, Communications & Education
Project Participants: LAFPP Staff
Stakeholders: LAFPP Members and Beneficiaries, and LAFPP Staff and Management

PROJECT
OBJECTIVE

To create focused benefit communications on individual topics that will
address frequently asked questions and reduce member inquiries.

PROJECT
HISTORY

The Charter and Administrative Code define pension benefits and the
Summary Plan Descriptions summarize the benefit information. Newsletters
provide information on current benefits or upcoming changes to benefits.
Focused communications such as information sheets, brochures and
handbooks provide easy access to specific topics, as needed.

2019-20
DELIVERABLES

To create focused communications that are accessible and easy to update at
a minimal cost.

2019-20
MILESTONES

BY SEPTEMBER 30, 2019:
a) Determine information requested most often – poll staff and members;
and
b) Create a library of titles and types of communications (info sheets,
brochures, etc.).
BY DECEMBER 31, 2019:
a) Prioritize topics; and
b) Draft a minimum of two (2) communications.
BY JUNE 30, 2020:
Finalize two (2) communications and post on Website.

2019-20
RESOURCES

$500 is included in the 2019-20 Final Budget for the new template from the
graphic designer. No additional staffing costs are anticipated for this
project.
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GOAL 3 – Enhance Customer Care and Stakeholder Relations
Project 7: PARIS (Pension and Retirement Information
System) Implementation
Duration: 2015-16, 2016-17, 2017-18, 2018-19, and 2019-20
Project Lead: Alfred Domagat, Sr. Systems Analyst II, Systems Section
Project Participants: LAFPP Staff, Consultants, and Northern Trust
Stakeholders: LAFPP Staff and Management, and LAFPP Members and Beneficiaries

PROJECT
OBJECTIVE

To design and implement a new Pension Administration System that will
result in improved overall efficiency in the department’s business
operations and continued superior service to our membership.

PROJECT
HISTORY

The Request for Proposal (RFP) to replace the current Pension
Administration System was released in July 2014 with several bids
received in October 2014. The Evaluation Team reviewed the bids and
selected Xerox (now assigned to Avenu Insights and Analytics, LLC) as
the top-ranking vendor with the lowest cost. The Board awarded the
contract to Avenu on May 21, 2015 and implementation of the project
began in July 2015. The new system that is being developed was later
named PARIS (Pension and Retirement Information System).
For the last four years, staff has worked with the Avenu team to setup
the hosting environment, confirm and document the various
specifications, and test/validate delivered functionality, including critical
reports and correspondences. After a thorough User Acceptance Testing
(UAT) and a two-month “parallel testing” period, PARIS went live with
Phase 4A – Core Pension Functionality on January 9, 2019. This allowed
the project team to focus on the next phase of the project, Phase 4CMember Web Functionality, which went live on May 16, 2019.
Fiscal Year 2019-20 will serve as the final year of project implementation
as staff completes the last phase of the project, Phase 4B – DocuShare
and Workflow Integration.

2019-20
DELIVERABLES

a) Configure and deliver for testing additional system functionality for
DocuShare and Workflow integration; and
b) Ongoing data cleansing.

2019-20
MILESTONES

BY JUNE 30, 2020 DECEMBER 31, 2019:
Delivery, testing and implementation of additional system functionality
for DocuShare and Workflow integration (Phase 4B).
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Project 7: PARIS (Pension and Retirement Information
System) Implementation
2019-20
RESOURCES

On May 21, 2015, the Board approved an amount not-to-exceed $9.02
million to implement a new Pension Administration System (PAS) (3
years) and provide post-implementation services (5 years) by Avenu. The
Board also approved LRWL, Inc. to provide oversight project management
and quality assurance services for an amount not to exceed $1.16 million.
The 2019-20 Final Budget includes $725,833 in contractual costs for the
PARIS Project. All staff resources, including three resolution positions,
have been budgeted through the salary account.
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GOAL 4 - Pursue Operational Efficiencies
Project 8: Implementation of New Accounting Software
Duration: 2019-20
Project Lead: Yolanda Huang, Dept. Chief Accountant IV, Accounting Section
Project Participants: Accounting and Systems Sections
Stakeholders: LAFPP Staff and Management, LAFPP Members and Public

PROJECT
OBJECTIVE

To replace the current accounting software and improve financial reporting.

PROJECT
HISTORY

Accounting currently uses Microsoft Dynamics-Solomon which is no longer
being supported by Microsoft in its current form. A new version of the same
software would require purchasing the entire package which is too expensive
at this time. Accounting and Systems are looking for other alternative software
that would provide equal or better accounting functionality at a more
reasonable cost.

2019-20
DELIVERABLES

New accounting software with better functionality would be the expected
output of this project.

2019-20
MILESTONES

BY MARCH 31, 2020:
a) Review existing software features and gather new requirements;
b) Research and evaluate available software and cloud-based services; and
c) Select and procure software.
BY JUNE 30, 2020:
a) Install, configure, and deploy software in production; and
b) Migrate data and conduct user training.

2019-20
RESOURCES

The cost associated with this project is included in Systems’ 2019-20 Final
Budget. No additional staffing costs are anticipated.
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GOAL 4 –Pursue Operational Efficiencies
Project 9: NEW – Department-wide Business Process
Improvements
Duration: 2019-20 and 2020-21
Project Lead: Myo Thedar, Administrative Operations Division
Project Participants: Administrative Operations and Pensions Divisions
Stakeholders: LAFPP Staff and LAFPP Members

PROJECT
OBJECTIVE

To identify and implement operational best practices department-wide
based on insights gained from the pension administration benchmarking
process and results for the period ending June 30, 2018.

PROJECT
HISTORY

Pension administration benchmarking was initiated in FY 18-19 (Business
Plan Project No. 8). In June 2019, Cost Efficiency Management (CEM)
Benchmarking presented the benchmarking results for the FY 2018.
The benchmarking survey and results:
• provided a better understanding of the service metrics measured in a
pension administration benchmarking and how LAFPP compares to a
peer group;
• identified the department’s high performing areas and areas where
there are opportunities to become more efficient; and
• provided access to Peer Intelligence Network (PIN), a knowledge base
and forum through which pension administration best practices are
shared.
Based on the benchmarking results, the LAFPP Board instructed staff to
implement operational best practices and perform a follow-up CEM
Benchmarking survey in three years (based on FY 2021 data) to measure
changes in departmental operations.

2019-20
DELIVERABLES

Methodical research, prioritization and implementation of best practices in
areas where department operations can immediately become more
efficient with minimal impact to current service levels.

2019-20
MILESTONES

BY JUNE 30, 2020:
• Research and identify opportunities for efficiencies based on CEM’s
results
• Determine which of these opportunities are short term projects (may be
implemented immediately) and which are longer term projects (that
may impact service levels) that require additional research
o Short Term Projects with Minimal Service Level Impact:
▪ Complete research on process improvements
▪ Implement immediately and quantify impact (if possible)
▪ Report implemented projects to the Board
o Longer Term Projects that May Impact Service Levels:
▪ Report research and findings to the Board
▪ Propose future Deliverables and Milestones
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Project 9: NEW – Business Process Improvements
2019-20
RESOURCES
(TENTATIVE)
FUTURE YEAR
DELIVERABLES

There is no funding request associated with this project. Budget or other
resource requests will be made in future years, if necessary. Existing
staff will be utilized to manage and coordinate this project.
•
•
•
•

Survey members for feedback on big impact items
Prioritize improvements based on member feedback and
availability of digital solutions and resources
Discuss with Board opportunities that may impact service levels
Develop Milestones that incorporate process improvement research
and proposed operational efficiencies.
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GOAL 4 –Pursue Operational Efficiencies
Project 10: NEW – Pensions Division Business Process
Reengineering
Duration: 2019-20 and 2020-21
Project Lead: Anthony Torres, Manager, PASCo
Project Participants: Pensions Division, Accounting Section, and Internal Audit Section
Stakeholders: Executive Management, Pensions Division Staff, and Accounting Section

PROJECT
OBJECTIVE

To review Pensions Division Sections’ business processes by PASCo in
consultation with the Internal Audit Section. Recommendations will be made
to leverage PARIS and DocuShare to improve efficiency.

PROJECT
HISTORY

This project is an outgrowth of the implementation of PARIS and DocuShare.
The workload involved with conversion and testing activities has not left staff
with much time to reevaluate their business processes to make the most of
PARIS and DocuShare.
Due to continuing development work on PARIS, the first milestone date has
been delayed until March 31, 2020. The timeline has also been extended to
June 30, 2021 to allow for a one-quarter review per section. A total of six
milestones will be delivered over the two years.

2019-20
DELIVERABLES

Process improvement recommendations for Pensions Division with respect to
payment of member benefits. Proposals for further PARIS enhancements.

2019-20
MILESTONES

BY SEPTEMBER 30, 2019:
Business process review completed and recommendations made for one
Section in Pensions Division.
BY DECEMBER 31, 2019:
Business process review completed and recommendations made for an
additional two Sections in Pensions Division.
BY MARCH 31, 2020:
Business process review completed, recommendations made, and process
manuals developed for one Section in Pensions Division. Business process
review completed and recommendations made for remaining three Sections
in Pensions Division.
BY JUNE 30, 2020:
Business process review completed, recommendations made, and process
manuals developed for one Section in Pensions Division. Complete
consultation with Accounting to improve benefit payment workflow between
Pensions Division and Accounting.

2019-20
RESOURCES

The final budget includes salary costs for three resolution positions (PASCo)
associated with this project. Additional costs for future enhancements may
be required for PARIS as a result of this project.

17

Project 10: NEW – Pensions Division Business Process
Reengineering
(TENTATIVE)
FUTURE YEAR
DELIVERABLES

BY JUNE 30, 2021 (EXTEND INTO NEXT FISCAL YEAR):
Business Process review completed, recommendations made, and process
manuals developed for remaining four Sections in Pensions Division.
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GOAL 5 - Build and Support a Talented Workforce
Project 11: NEW - Investment Staff Duties Rotation and
Development of Junior Staff
Duration: 2019-20
Project Lead: Tom Lopez, Chief Investment Officer, Investments Division
Project Participants: Investments Division Staff
Stakeholders: Board Members and LAFPP Members

PROJECT
OBJECTIVE

To continue the development of junior and senior staff through rotation of
duties, cross-training and educational opportunities.

PROJECT
HISTORY

The size and complexity of the Fund's investment portfolio have grown
significantly over the last decade. With junior Staff coming into the Investment
Division, succession planning and cross-training are important. By changing the
Investment Division structure both junior and senior Staff will gain more
exposure to additional asset classes.

Change reporting structure of junior staff and asset class coverage of senior
2019-20
DELIVERABLES Investments Staff.

2019-20
MILESTONES

BY SEPTEMBER 30, 2019:
Begin the rotation of senior Staff asset classes and new reporting structure of
junior Staff.
BY DECEMBER 31, 2019:
Continue cross-training through conferences, seminars and staff cross
collaboration.
BY MARCH 31, 2020:
Internal staff review to revise responsibilities to match section needs.
BY JUNE 30, 2020:
Final implementation of staff rotation.

2019-20
RESOURCES

There are no additional staffing costs associated with this project.
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GOAL 5 – Build & Support a Talented Workforce
Project 12: NEW – Workforce Succession Planning
Duration: 2019-20
Project Lead: James Schiffhauer, Department Personnel Officer, Human Resources
Project Participants: All Sections
Stakeholders: LAFPP Staff and Management

PROJECT
OBJECTIVE

To develop and implement a cross-training pilot program on a limited basis
and study results to assist in the efficient expansion of the pilot program.

PROJECT
HISTORY

Succession planning has long been an integral part of our operations. It
was first developed in 2005-06 for the General Manager and Chief
Investment Officer positions (General Manager Goal #3). In 2012-13,
succession plans for the two Assistant General Manager positions were
incorporated to the existing plan.
As part of the 2018-19 Business Plan, the succession plans for these four
positions were updated in 2018-19. Additionally, a Workforce Succession
Planning (WSP) Team was formed to study other agencies’ succession
planning approaches. The study revealed that most of the agencies use
either a cross-training program or a mentoring program. Based on a
departmentwide survey, WSP concluded that the best option would be a
cross-training program.
The WSP Team also identified additional positions in middle management
as key to succession planning: Management Analyst, Senior Management
Analyst, Chief Benefits Analyst, and the newly formed positions of Benefits
Analyst and Senior Benefits Analyst.

2019-20
DELIVERABLES
2019-20
MILESTONES

To develop and implement cross-training pilot program.
BY DECEMBER 31, 2019:
• Develop goals and selection criteria for the cross-training pilot program
• Identify sections / positions to participate in the cross-training pilot
program
• Begin cross-training pilot program
BY JUNE 30, 2020:
• Expand cross-training pilot program to include multiple sections /
divisions within LAFPP. Build cross-training into the onboarding of new
employees and create evaluation system to gauge success
• Develop method / process for allowing employees opportunities to apply
their new skills.

2019-20
RESOURCES

There is no additional funding or staffing request associated with this
project. Existing staff will manage and coordinate this project.
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DEPARTMENT OF FIRE AND POLICE PENSIONS
701 E. 3rd Street, Suite 200
Los Angeles, CA 90013
(213) 279-3000

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS
DATE:

OCTOBER 17, 2019

FROM:

RAYMOND P. CIRANNA, GENERAL MANAGER

ITEM: A.4

SUBJECT: AUDIT OF ACCESS CONTROLS FOR PARIS AND POSSIBLE BOARD ACTION
RECOMMENDATION
That the Board review, receive, and file the Audit of Access Controls for PARIS.
DISCUSSION
Internal Audit Section (IAS) conducted the Audit of Access Controls for PARIS in accordance with
the fiscal year 2019-20 Annual Audit Plan and Forecast. The overall objective was to evaluate the
adequacy of access controls to the Pension and Retirement Information System (PARIS), the
Department’s new pension administration system. The audit scope focused on PARIS’ electronic
user authentication controls and the user access administration process for granting access to the
system.
LAFPP has adequate policies governing system access to the Department’s network and
applications, such as PARIS. The settings for PARIS’ user authentication controls, such as
password complexity and failed login lockout, generally complied with Department policies. There
were some policy deviations, however, in the area of user access administration. User profiles and
access rights were not assigned in accordance with policies resulting in users having system rights
that were broader than their approved rights. IAS was unable to review the transactional histories of
these accounts due to the limited audit trail functions of PARIS. Management reported that the
access rights for some users were expanded for the PARIS launch for backup purposes to minimize
the risks of service disruptions to benefit payments.
IAS recommends that management review all PARIS user accounts to ensure access rights are
assigned and administered in accordance with policies and implement more robust audit trail
functions. Management agreed with the results and conclusions of the audit and has fully
implemented two of the five recommendations and established reasonable implementation for two
more.
BUDGET
There is no budget impact associated with this report.
POLICY
There is no policy impact associated with this report.

CONTRACTOR DISCLOSURE INFORMATION
There is no contractor disclosure information required with this report.
This report was prepared by:
Jennifer Van, Internal Auditor
Internal Audit Section
RPC:CV:JY:JV
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AUDIT OF ACCESS CONTROLS FOR PARIS
September 2019
Report Highlights
Purpose of Audit
To review the adequacy of the Pension and Retirement Information System (PARIS) access
controls.
What We Observed
What We Recommend
✓ Eighteen (18) of 91 users (20%) were ✓ Review the user list and ensure all users
assigned profiles that differed from their
are assigned their approved access level
authorized profiles in the System Access
profiles in the System Access Matrix.
Matrix.
✓ Access rights were not assigned in ✓ Re-assess users’ responsibilities to
accordance with Department policies that
determine their system access needs and
require segregation of duties and least
to assign the minimally required access
privileges resulting in overly permissive
rights necessary to perform their duties.
rights.
✓ Twenty-one (21) active superuser ✓ Review all superuser accounts and
accounts were assigned to all levels of
deactivate
unnecessary
superuser
Department staff. There were no policies
accounts.
Develop administration
governing superuser account usage.
guidance for superuser accounts.
INTRODUCTION
Pursuant to Internal Audit Section’s (IAS) Fiscal Year 2019-20 Annual Audit Plan and Forecast,
IAS conducted the Audit of Access Controls for PARIS.
The pension administration system for the Los Angeles Fire and Police Pensions (LAFPP)
serves the dual purpose of maintaining member data and ensuring the accurate and timely
processing of monthly benefit payments. Controlling system access to the pension
administration system is vital to safeguarding sensitive member data and ensuring that benefit
payments are effectively and efficiently delivered.
This performance audit was conducted in accordance with Generally Accepted Government
Auditing Standards and the International Standards for the Professional Practice of Internal
Auditing. These standards require that we plan and perform the audit to obtain sufficient,
appropriate evidence to provide a reasonable basis for our findings and conclusions based on
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our audit objectives. IAS has determined that the evidence obtained provides a reasonable
basis for our findings and conclusions based on our audit objectives.
We wish to thank the staffs of Systems and PASCo Sections for their assistance, collaboration,
and valued input throughout the course of this audit.
Background
LAFPP officially launched the Pension and Retirement Information System (PARIS) on January
9, 2019. PARIS is a cloud-based pension administration system intended to increase
operational efficiencies, enhance member service, eliminate existing manual processes, and
improve overall system security1. PARIS consolidated the functions of LAFPP’s legacy pension
administration systems, which consisted of OnPoint (the system of record), Northern Trust’s
Benefit Payment Passport (the pension payment system), and various supplemental
databases.
PARIS was developed by Xerox State & Local Solutions, Inc (later acquired by Avenu Insights).
LAFPP’s Systems and PASCo Sections are the primary liaisons to Avenu Insights in the
development, testing, implementation, and administration of PARIS.
AUDIT OBJECTIVES AND SCOPE
The overall objective of the audit was to evaluate the adequacy of the PARIS electronic access
controls to prevent unauthorized access. The following objectives were evaluated within
PARIS:
Objective No. 1 – Evaluate whether PARIS access controls comply with Department policies
and procedures;
Objective No. 2 – Confirm whether authorized profiles were assigned to users; and
Objective No. 3 – Assess whether access rights were assigned in accordance with Department
policies.
The scope of this audit focused on PARIS’ user authentication controls and the user
administration process. This audit did not examine LAFPP’s or Avenu Insights’ network
security.
SUMMARY AUDIT RESULTS
LAFPP policies and procedures on electronic system access controls adequately address the
identity, authentication, and authorization of users on the LAFPP network and its applications,
including PARIS. The user identity and authentication controls have been implemented in
LAFPP Board Report. (2015). 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 (Item A.4). Retrieved from https://www.lafpp.com/sites/main/files/file-attachments/05212015_1.pdf
1
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PARIS. However, the user administration process that grants and authorizes user access,
deviated from Department policies and procedures and resulted in overly permissive access
rights. During the testing and launch phases of development, access rights were liberally
granted to minimize the risk of service disruptions. Now that the system has stabilized, IAS
recommends that access controls be re-aligned with Department policies and that a policydriven approach is taken in re-developing user profiles and granting access rights. IAS
understands changes must be made to ensure efficient benefit payment processing and staff’s
ability to execute their job duties; however, the Department must ensure access rights remain
within the parameters of access control policies and procedures to mitigate the risk of
unauthorized access.
MANAGEMENT RESPONSE
Management expressed general agreement with the results and conclusions of this audit.
Currently, two of the five recommendations (Recommendations No. 1 and No. 2) have been
fully implemented. Management has taken corrective action and established reasonable
implementation timelines for Recommendations No. 3 and No. 4. Management has deactivated
16 of the 21 superuser accounts identified in this audit and will fully implement
Recommendation No. 3 by the end of this year. Regarding Recommendation No. 4, user
profiles are being reexamined and will be finalized by April 2020. Lastly, Management will work
with Avenu Insights to establish timelines for implementation of system audit trails
(Recommendation No. 5).
AUDIT PROCEDURES, FINDINGS, AND RECOMMENDATIONS
Objective No. 1 – Evaluate whether PARIS access controls comply with Department
policies and procedures
Background
Departmental policies and procedures govern electronic system access controls relating to
user identification and authentication including remote access and user authorization. LAFPP
Administrative Manual (Admin) §5.080 Password Policy outlines password complexity and
expiration limits, §5.110 Account Management Policy addresses login attempts and lockouts,
and §5.150 Remote Access Policy establishes rules for authorized remote access to the
LAFPP network.
The LAFPP user administration process governs the activation and deactivation of user access
to Department applications and resources. Electronic user access is requested and authorized
by management and administered by Systems using a role-based user administration system.
Audit Procedures
IAS evaluated PARIS access controls for compliance with Admin §§5.080, 5.110, 5.150, and
LAFPP user administration procedures. IAS verified the following controls were deployed in
PARIS:
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a.

b.
c.

User authentication controls, including:
i.
Passwords with minimum length and complexity requirements (Admin §5.080);
ii.
Account lockouts after a prescribed number of failed login attempts (Admin
§5.110); and
iii.
Password expirations at least every 45 days (Admin §5.080).
Management of remote access; and
User access managed in accordance with LAFPP user administration procedures.

Results
PARIS’ security settings comply with Department access control policies, with the exception of
password expiration. PARIS requires complex passwords in line with department policies and
accounts are automatically locked-out after repeated failed login attempts; however, passwords
expire every 90 days instead of 45 days. The Remote Access Policy (Admin §5.150) includes
controls such as limitations on users and required minimum security settings.
Systems Section activates user accounts based on the System Access Matrix, which is an
approved index of assigned profiles for each LAFPP position. The matrix is used to manage
the activation and deactivation of user accounts for all of LAFPP’s applications, including
PARIS. Overall, the user administration procedures incorporate detailed documentation, a
logical segregation of job duties between Systems Section and management, and frequent
reviews of access levels. PARIS user account management follows these procedures and
compliance with the System Access Matrix for PARIS accounts is evaluated in Objective 2.
LAFPP access control policies were reasonably consistent with the applicable sections of the
National Institute of Standards and Technology (NIST) Cybersecurity Framework. This
framework consists of standards, guidelines, and best practices for managing cybersecurityrelated risk, including access controls. NIST is an agency of the United States Department
of Commerce.
Finding No. 1 – Password Expiration
PARIS’ password expiration setting is set at 90 days and is beyond the 45 days required by
Department policy.
Recommendation No. 1 – Password Expiration
Set password expiration settings to 45 days as required by Department policy.
Objective No. 2 – Confirm whether authorized profiles were assigned to users
Background
LAFPP employs a role-based administration process to assign system access. Each
authorized LAFPP position is assigned a profile based on job responsibilities. A profile is a set
of specific access rights for create, read, update, and/or delete capabilities within specified
PARIS modules and processes. Profiles, along with their assigned access rights, are saved in
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PARIS. The System Access Matrix is an approved profile listing for each position2 and is utilized
by Systems Section to activate system access for new staff. The System Access Matrix lists
the approved profiles for all Department systems and applications, including PARIS.
In addition to the standard role-based user accounts, PARIS employs superuser accounts.
Superuser accounts grant maximum transactional and administrative privileges intended for
use by system administrators primarily for development and testing.
Audit Procedures
1. IAS reviewed the current user list as of 6/19/2019 and confirmed whether each active
account:
a. Belonged to a current employee or authorized vendor.
b. Was assigned a user profile authorized by the System Access Matrix. (Note: This
procedure only confirmed whether the assigned profile corresponded to the authorized
profile. The appropriateness of access rights assigned to the profile is reviewed in
Objective No. 3.)
2. If the account was a superuser account, IAS reviewed the appropriateness of the account
assignment.
Results
All active accounts were assigned to either active employees or vendors. Eighteen (20%) of
the 91 operational accounts, however, were assigned user profiles that differed from the
System Access Matrix. Additionally, there were 21 active superuser accounts assigned to
system administrators and operational staff. PARIS has limited audit trail functions and IAS
was unable to review the transactional histories of these accounts. See Other Related Matter.
Finding No. 3 – Non-Compliance with System Access Matrix
At the time of the audit, 18 operational accounts had assigned profiles that differed from the
System Access Matrix. Systems Section reviewed these accounts and determined that 13 of
the 18 assigned profiles were changed during the testing and launch of PARIS at the request
of section managers to provide the users additional access rights needed for their job
responsibilities. Although operationally required, deviating from the System Access Matrix
exposes LAFPP to unintended unauthorized access. In this case, the 13 profile changes
resulted in 11 non-supervisory users being granted supervisor profiles with approval rights.
Rather than changing the profile, the access rights of the users’ approved profiles could have
been adjusted to better align their rights with their job responsibilities. The remaining five
accounts were assigned incorrect access.
IAS recognizes that the need to adjust profiles, particularly the access rights comprising the
profiles, to satisfy operational needs as the Department continues to familiarize itself with
PARIS’ setup, functionality, and operation. However, management should be mindful of the

2

Positions are defined by the Position Control Number, an internal identification number for all positions allocated in the
Department budget.
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Department’s controls and whether their decisions are consistent with the objectives of the
controls.
Recommendation No. 2 – Non-Compliance with System Access Matrix
IAS recommends that Systems Section and management maintain the integrity of role-based
administration system and assign profiles with consideration of the user’s job duties. If users
find that their current level of access limits their ability to perform their job duties, management
should consider whether granting the user supervisory access complies with Department
policies or whether an adjustment to the underlying access rights of the user profile is more
appropriate. The access rights of user profiles are reviewed and discussed in Objective 3.
Finding No. 3 – Superuser Accounts
Superuser accounts have maximum privilege in PARIS including all create, read, update,
delete, and approval rights. There were currently 21 superuser accounts that were created
during the system testing and development phase of PARIS that remain active. These accounts
were assigned to both system administrators and operational users and create a risk to the
integrity and security of the system due to their broad access rights. Systems Section
confirmed that they have established a plan to identify and eliminate superuser accounts.
Recommendation No. 3 – Superuser Accounts
IAS recommends that LAFPP immediately deactivate all unnecessary superuser accounts. The
Department should create guidance governing the distribution and controls of superuser
accounts.
Objective No. 3 – Assess whether access rights were assigned in accordance with
Department policies
Background
Systems and PASCo Sections created 30 user profiles in PARIS that were modeled based on
profiles from the OnPoint system. As discussed earlier, each profile is assigned a set of access
rights based on job function and responsibility.
Admin §5.110 dictates that user profiles “must be created with the minimal set of permissions
(also known as least privilege) and functions (also known as job segregation) as required by
the role…” and “shall be created such that no-one account can authorize, perform, review, and
audit a single transaction to eliminate conflicts of interest.” The least privilege and segregation
of duties rules restrict the ability to functionally bypass access controls.
The access rights of the user profiles are assigned using the Create Read Update Delete grid
(the Grid3). Access rights to a profile are assigned on the event level. Events are the base
level action items with which a user can interact. Events are grouped by process, tab, and
board. Processes are a collection of related events that complete a pension transaction. Tabs
3

The Create Read Update Delete grid is also known as the CRUD.
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Approval,
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Retirement

Retirement
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Section
Approval,
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are groupings of similar processes and
boards are the broadest classification
arranged
by
the
membership
population it affects (e.g. Active
Members). At the time of the audit, the
Grid contained 1,063 total events,
which belonged to 113 separate
processes grouped in 31 tabs nested
under 11 boards.

Figure 1 – An Example of the Active Member Hierarchy in PARIS

System and PASCo Sections assigned access rights in the Grid with some consultation of
section managers.
Audit Procedures
IAS reviewed the access right assignments of the 30 user profiles in the Grid for adherence to
the least privilege and segregation of duties principles. IAS targeted its review on rights
involving the following:
a. Approval events.
b. Benefit payment processes for proper segregation of duties. IAS reviewed 12 such
processes.
c. System administrator functions for managing the system configurations and background
processes.
Results
Each of the 30 user profiles had some access rights that were inconsistent with the
Department’s policy requiring least privilege and segregation of duties.
Finding No. 4 – User Access Rights
IAS noted the following in the assigned access rights of user profiles:
a. There were 19 member and benefit payment related processes that were not properly
restricted and did not have approval requirements. For example, 22 of the 30 user profiles
had the ability to modify the member’s direct deposit account number. These changes can
be effected without review and approval of a supervising user.
b. There were 221 approval rights assigned, of that, 125 (57%) were inappropriately granted
based on the profile’s job responsibility. Additionally, there were 12 benefit payment
processes resulting in payment that requires two separate approvals. Of these dual
approval processes, there were five instances where a profile had access to both the
primary and secondary approval events. For example, the Pensions Division Approval
profile had the ability to perform a Termination transaction and complete both the primary
(section) approval and secondary (accounting) approval for the same transaction.
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c. All supervisor level profiles had the ability to both perform (through the ability to update
calculations) and review and authorize a transaction (through the approval event).
d. Twenty-four (24) of the 30 user profiles had the ability to update and approve processes
outside of their assigned job duties. This included the ability to enter information into the
system, run calculations, and review and approve processes.
e. System administrator profiles had rights close to superuser access. There were five
administrator profiles that had maximum privileges to 96% of all events.
Recommendation No. 4 – User Access Rights
The assignment and composition of access rights to profiles is critical towards effective access
control. IAS recognizes that at the time of the review, the Grid was a work in progress requiring
frequent adjustments. These adjustments, however, should be made methodically and in
compliance with Department policies. Further, section managers, who are both process and
internal control owners of their respective areas, must be integrally involved in determining
access rights.
IAS recommends that responsible section managers review the access rights of user profiles
to ensure adherence to the following guidelines:
a. There are adequate reviews and approvals for high-risk activities.
b. Approval rights have been restricted to the responsible supervisors.
c. Segregation of duties is consistently applied. No one profile should have the ability to
perform, review, authorize, and audit a single process.
d. The principle of least privilege is consistently applied. Profiles should not have access
to a process unless required by their job duties.
e. Administrator accounts and their privileges are restricted and reviewed.
OTHER RELATED MATTER
Insufficient Audit Trails
Audit trails are system activity records that document transactional events, date/time, and user.
PARIS offers limited audit trail functions which currently includes information on calculations,
approvals, and user logins. Outside of these events, no other supporting information on system
transactions is recorded.
Recommendation No. 5
IAS recommends that audit trails that record details such as date and time and associated
users be developed for all parts of critical transactions. Management is aware of the insufficient
audit trails in PARIS and has outlined a plan for future implementation.
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DEPARTMENT OF FIRE AND POLICE PENSIONS
701 E. 3rd Street, Suite 200
Los Angeles, CA 90013
(213) 279-3000

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS
DATE:

OCTOBER 17, 2019

FROM:

RAYMOND P. CIRANNA, GENERAL MANAGER

ITEM: A.5

SUBJECT: NEW MEDICARE SUBSIDY, QUALIFIED SURVIVING SPOUSE/DOMESTIC
PARTNER SUBSIDY, AND DENTAL SUBSIDY MAXIMUMS FOR 2020 AND
POSSIBLE BOARD ACTION
RECOMMENDATION
That the Board:
1. Adopt the attached Resolution increasing the maximum Medicare health insurance subsidy from
$542.51 to $550.57 per month effective January 1, 2020;
2. Adopt the attached Resolution maintaining the maximum Qualified Surviving Spouse/Domestic
Partner Non-Medicare health insurance subsidy at $853.39 per month effective January 1, 2020;
and,
3. Adopt the attached Resolution maintaining the maximum dental insurance subsidy at $44.60 per
month effective January 1, 2020.
BACKGROUND
The City of Los Angeles Administrative Code (LAAC) provides for single-party Medicare Health
Subsidy benefits, Non-Medicare Health Subsidy benefits for Qualified Surviving Spouses/Domestic
Partners (Qualified Survivors), and Dental Subsidy benefits for retired members. The maximums for
each subsidy benefit are based on premiums set by the Los Angeles City Employees’ Retirement
System (LACERS) and require Board approval on an annual basis (NOTE: The maximum retiree
dental subsidy is the lower of the LACERS subsidy or the amount provided to active sworn
employees.).
LACERS has recently published their health and dental plan rates with an effective date of January
1, 2020, therefore the maximums for the previously mentioned health and dental subsidies can be
established for the coming year. Changes to the health subsidy maximums will apply to members
who retired/entered the Deferred Retirement Option Plan (DROP) before July 15, 2011, and members
who retired/entered DROP on or after July 15, 2011 and opted to pay an additional 2% contribution
in order to receive future increases to the retiree health subsidies.
On July 15, 2011, the Los Angeles City Council added Section 4.1166 to the LAAC and as of that
date, LAFPP members (and their Qualified Survivors) receiving a health subsidy were categorized

into three groups based on their respective eligibility to receive up to the maximum health subsidy
amount:
A. Members who retired or entered DROP prior to July 15, 2011 - These retirees and
their qualified survivors will continue to receive increases to their maximum health
insurance subsidy benefits.
B. Members who retired or entered DROP on or after July 15, 2011 and who DID NOT
opt to make a contribution for vesting increases in their maximum health subsidy These retirees and their qualified survivors will have their maximum health subsidy
frozen at the rates in effect as of July 1, 2011.
C. Members who retired or entered DROP on or after July 15, 2011 and who DID opt to
make a contribution for vesting increases in their maximum health subsidy - These
retirees and their qualified survivors will receive the maximum amount of annual
increases to their health subsidy pursuant to Chapter 11.5 of Division 4 of the LAAC.
DISCUSSION
Medicare Health Subsidy
Per LAAC Section 4.1154(c), the maximum monthly amount for eligible retired members with
Medicare Parts A and B is set at the highest monthly premium of an approved plan supplemental to
Part A of Medicare available to retired members of the Los Angeles City Employees’ Retirement
System. LACERS has recently approved a rate of $550.57 per month, which is their highest premium
for a single-party PPO Medicare plan. This change represents an increase of 1.5% over the current
monthly Medicare subsidy of $542.51. The maximum Medicare health subsidy applies to both retirees
and Qualified Survivors with both Medicare Parts A and B.
Qualified Survivor Non-Medicare Health Subsidy
LAAC Section 4.1161 determines the limit for the maximum monthly subsidy for a qualified survivor
enrolled in a non-Medicare or Medicare Part B-only health plan. The LAAC requires that the maximum
subsidy amount may not exceed the lesser of the LACERS single-party non-Medicare Kaiser rate or
the health subsidies for active LAFPP members. The premium for LACERS’ non-Medicare singleparty Kaiser plan will be $853.39 per month, effective January 1, 2020. The maximum subsidy for
active members is currently set at $1,460.00 per month based on the most recent approved
Memoranda of Understanding. Therefore, the monthly maximum non-Medicare subsidy for qualified
survivors will remain at $853.39.
Dental Subsidy for Retired Members
Section 4.1164(b) of the LAAC establishes the limit for the maximum dental subsidy for retirees. It
states that the maximum monthly subsidy shall be the lower of LACERS’ maximum dental subsidy or
any amount allowed active members of any LAFPP Tier. The lowest maximum dental subsidy paid
on behalf of any active LAFPP members is currently $44.60 per month. The maximum monthly dental
subsidy for LACERS retirees is $44.60, effective January 1, 2020. Therefore, the maximum dental
subsidy for LAFPP retirees will remain at $44.60 per month.
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SUBSIDIES OVERVIEW
The following chart shows the 2020 maximum monthly Medicare, Qualified Survivor Non-Medicare,
and Dental subsidy amounts for members with a frozen or non-frozen health subsidy.
NON-FROZEN
SUBSIDY DESCRIPTION

FROZEN

Current
Subsidy
(eff. 1/1/19)

Groups
A&C
(eff. 1/1/20)

Group B

Medicare Health Subsidy

$542.51

$550.57

$480.41

Qualified Survivor Non-Medicare/Medicare
Part B-Only Health Subsidy

$853.39

$853.39

$595.60

Retiree Dental Subsidy

$44.60

$44.60

$44.60

Upon approval, the new subsidy maximums will go into effect January 1, 2020, and will be reflected
beginning with the December 31, 2019 pension payments.
BUDGET
If approved, sufficient funds are available in the FY 2019-2020 budget to cover the costs of the new
health and dental subsidies. Staff included estimated increases to the maximum Medicare Health
Subsidy, Qualified Survivor Health Subsidy and Dental Subsidy for Fiscal Year 2019-2020 based on
the current actuarial assumptions that exceed the anticipated increases for the coming year.
POLICY
No policy changes as recommended.
CONTRACTOR DISCLOSURE INFORMATION
There is no contractor disclosure information required with this report.
This report was prepared by:
Eunice Zordilla, Manager
Medical and Dental Benefits Section
RPC:JS:GM:EZ:LM
Attachments: 1. Board Resolution: Health Subsidies/Reimbursements for Pensioners
2. Board Resolution: Health Subsidies/Reimbursements for Qualified Surviving
Spouses/Domestic Partners
3. Board Resolution: Dental Subsidies for Retired Members
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ATTACHMENT 1

HEALTH SUBSIDIES/REIMBURSEMENTS FOR PENSIONERS
RESOLUTION NO.
WHEREAS, retired members of the Fire and Police Pension Plan, Tiers 1, 2, 3, 4, 5 and 6, have
had paid, on their behalf, a health insurance premium subsidy, or have received a
reimbursement, in accordance with the provisions of Section 4.1154 of the Administrative Code
and Section 8.2 of the Board Operating Policies and Procedures; and
WHEREAS, the Board of Fire and Police Pension Commissioners has been granted the
authority under Administrative Code Section 4.1154(e) to increase or decrease the maximum
monthly amount of the health insurance subsidy in accordance with the authority conferred in
subsections (e) of Sections 1330, 1428, 1518, 1618 and 1718 of the Charter and subsection (e)
of Section 4.2018 of the Administrative Code, respectively; and
WHEREAS, the Board of Administration of the Los Angeles City Employees' Retirement System
(LACERS) has negotiated a rate of $550.57 for its highest monthly premium of an approved plan
supplemental to Part A of Medicare;
RESOLVED, that the maximum monthly health insurance premium subsidy as described in
Section 4.1154 (e) of the Administrative Code shall be $1,820.29 as approved by the Board on
May 2, 2019, payable on behalf of the members and their eligible dependents (as such term is
defined in the Board-approved health insurance plans) or received as a reimbursement; and
RESOLVED, that retired members of age 60 and above with 10 or more years of service who
retired with an effective date prior to July 1, 1998, and retired members of age 55 and above
with 10 or more years of service who retired with an effective date of July 1, 1998 or after, who
do not qualify for Part A of Medicare, shall have paid to their respective approved third-party
administrators or health insurance carriers a monthly health insurance subsidy, or paid directly
to the member as a reimbursement, an amount not to exceed $72.8116 for each whole year of
service; said subsidy to apply first to that portion of the premium applicable to the retired member
with any remainder to be applied to the dependent(s) of said member; and
RESOLVED, that retired members who qualify for federally funded Part A of Medicare shall have
paid to their respective approved third-party administrators or health insurance carriers, on their
behalf, a subsidy as provided in Administrative Code Section 4.1154(c) and in addition shall
have paid to said third-party administrators or insurance carriers, on behalf of their eligible
dependents, a subsidy equal to the amount payable on behalf of the dependents of a retired
member in the same plan with the same years of service who does not qualify for Parts A or B
of Medicare or qualifies for Part B only but not Part A and has their Medicare Part B and D
benefits included in their Board-approved health plan, whichever subsidy amount is greater,
providing such subsidy does not exceed the highest subsidy for the dependent of a retired
member with a like number of years of service and enrolled in a health plan available to retired
members of the Los Angeles City Employees' Retirement System, in which case the latter shall
be the subsidy for the dependents; and
RESOLVED, that retired members of the Fire and Police Pension Plan, Tier 6, who retired under
the provisions of Section 1706(a) of the Charter with less than 10 years of service, who are age
55 or older, are not eligible for a subsidy from any other source, and who are not eligible for
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ATTACHMENT 1

Medicare or are enrolled in Medicare Part B but not Part A shall have paid to their approved
third-party administrator or health insurance carrier $728.12 per month, or 40% of the singleparty cost of their approved health plan, whichever is lower; and
RESOLVED, that retired members of the Fire and Police Pension Plan, Tier 6, who retired under
the provisions of Section 1706(a) of the Charter with less than 10 years of service, who are age
55 or older, are not eligible for a subsidy from any other source, and who are enrolled in Medicare
Parts A and B shall have paid to their approved third-party administrator or health insurance
carrier 75% of the qualifying monthly premium as described in Section 4.1154(c) of the
Administrative Code, or 75% of the single-party cost of their approved health plan, whichever is
lower; and
RESOLVED, the health insurance premium subsidy provided herein shall be applied towards
the December 31, 2019 health insurance premiums and subsequent monthly health insurance
premiums or at the earliest month thereafter which is administratively feasible, and shall remain
in effect until modified or cancelled by subsequent action of the Board; and
RESOLVED, that the Manager-Secretary of the Department of Fire and Police Pensions be
authorized to cause demands to be drawn upon the 401(h) account of the Fire and Police
Pension Plan, to be paid to the third-party administrators or health insurance carriers through
which health insurance is provided for subsidy payments applying the health insurance
premiums to said eligible members in advance of or after the effective date of enrollment or
change in coverage, or directly to the member in the case of a reimbursement; providing such
subsidy payments have been verified against records kept by the Department of Fire and Police
Pensions and found to be correct and proper and that individual subsidy amounts are within the
limits set forth in the Los Angeles City Administrative Code;
I HEREBY CERTIFY that the foregoing Resolution was adopted by the Board of Fire and Police
Pension Commissioners at its regular meeting held on October 17, 2019.

Raymond P. Ciranna
General Manager

ATTACHMENT 2

HEALTH SUBSIDIES/REIMBURSEMENTS FOR QUALIFIED
SURVIVING SPOUSES/DOMESTIC PARTNERS

RESOLUTION NO.

WHEREAS, eligible surviving spouses/domestic partners of Tiers 1, 2, 3, 4, 5 and 6 of the Fire
and Police Pension Plan have had paid, on their behalf, a health insurance premium subsidy in
accordance with the provisions of Section 4.1161 of the Administrative Code; and
WHEREAS, the Board of Fire and Police Pension Commissioners has been granted the
authority under Sections 1330, 1428, 1518, 1618 and 1718 of the City Charter and Section
4.2018 of the Administrative Code to increase or decrease the maximum monthly amount of the
health insurance subsidy; and
WHEREAS, active members of the Fire and Police Pension Plan have been granted a maximum
monthly subsidy of $1,460.00, which is sufficient to pay the member's premium and a part or all
of the premium for dependents; and
WHEREAS, the Board of Administration of the Los Angeles City Employees' Retirement System
has negotiated a rate of $853.39 in 2020 for its Kaiser single-party premium for retired members
without Parts A and B of Medicare; and
WHEREAS, it is the desire of this Board to exercise its authority to provide a health insurance
subsidy for eligible qualified surviving spouses/domestic partners within the limits of the
Administrative Code, i.e., no more than active members of the Fire and Police Pension Plans or
the single-party premium for civilian retirees without Parts A and B of Medicare;
RESOLVED, that eligible qualified surviving spouses/domestic partners who do not qualify for
Part A of Medicare, shall have paid to their respective approved third-party administrators or
health insurance carriers, a monthly health insurance subsidy not to exceed $853.39 in
accordance with the subsidy entitlements based on years of service of the member, pursuant to
Section 4.1161 of the Administrative Code, said subsidy to be used for the premium cost for the
qualified surviving spouse/domestic partner only; and
RESOLVED, that qualified surviving spouses/domestic partners who do qualify for federally
funded Part A of Medicare shall have paid to their respective approved third-party administrators
or health insurance carriers, on their behalf, a subsidy as provided in Section 4.1161(d) and (e),
said subsidy to be used for the premium cost for the qualified surviving spouse/domestic partner
only; and
RESOLVED, the health insurance premium subsidy provided herein shall be applied toward the
December 31, 2019 health insurance premiums and subsequent monthly health insurance
premiums, and shall remain in effect until modified or cancelled by subsequent action of the
Board; and
RESOLVED, that the Manager-Secretary of the Department of Fire and Police Pensions be
authorized to cause demands to be drawn upon the 401(h) account to be paid to the third-party
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administrators or health insurance carriers through which health insurance is provided for
subsidy payments. However, such subsidy payments must have been verified against records
kept by the Department of Fire and Police Pensions and found to be correct and proper, and
individual subsidy amounts must be within the limits as set forth in the Los Angeles City
Administrative Code;
I HEREBY CERTIFY that the foregoing Resolution was adopted by the Board of Fire and Police
Pension Commissioners at its regular meeting held on October 17, 2019.

Raymond P. Ciranna
General Manager

ATTACHMENT 3

DENTAL SUBSIDIES FOR RETIRED MEMBERS

RESOLUTION NO.
WHEREAS, Section 4.1164 of the Los Angeles Administrative Code provides that the Board of
Fire and Police Pension Commissioners will pay subsides toward certain dental benefit costs for
certain eligible retired members of the Fire and Police Pension Plan; and
WHEREAS, the Board of Fire and Police Pension Commissioners has been granted the
authority under Section 4.1164 of the Administrative Code to increase or decrease the maximum
monthly amount in accordance with the authority conferred in subsections (e) of Sections 1330,
1428, 1518, 1618 and 1718 of the Charter and subsection (e) of Section 4.2018 of the
Administrative Code, respectively; and
WHEREAS, the Board of Administration of the Los Angeles City Employees’ Retirement System
(LACERS) has granted a maximum monthly dental subsidy of $44.60 for 2020; and
WHEREAS, active members of the Fire and Police Pension Plan have been granted monthly
dental subsidies of $44.60;
RESOLVED, that eligible members shall have paid to their respective approved third-party
administrator or dental insurance carrier, a monthly dental insurance subsidy not to exceed
$44.60 in accordance with the subsidy entitlements based on years of service of the member
pursuant to subsection (a) of Section 4.1164 of the Administrative Code, said subsidy to be used
for the premium cost for the member only; and
RESOLVED, the dental insurance premium subsidy provided herein shall be applied towards
the December 31, 2019 dental insurance premiums and subsequent monthly dental insurance
premiums, and shall remain in effect until modified or cancelled by subsequent action of the
Board; and
RESOLVED, that the Manager-Secretary of the Department of Fire and Police Pensions be
authorized to cause demands to be drawn upon the 401(h) account of the Fire and Police
Pension Plan, to be paid to the third-party administrators or dental insurance carriers through
which dental insurance is provided for subsidy payments, applying to dental insurance premiums
of said eligible members, providing such subsidy payments have been verified against records
kept by the Department of Fire and Police Pensions and found to be correct and proper and that
individual subsidy amounts are within the limits as set forth in the Los Angeles City Administrative
Code.
I HEREBY CERTIFY that the foregoing Resolution was adopted by the Board of Fire and Police
Pension Commissioners at its regular meeting held on October 17, 2019.

Raymond P. Ciranna
General Manager

DEPARTMENT OF FIRE AND POLICE PENSIONS
701 E. 3rd Street, Suite 200
Los Angeles, CA 90013
(213) 279-3000

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS
DATE:

OCTOBER 17, 2019

FROM:

RAYMOND P. CIRANNA, GENERAL MANAGER

ITEM: B.2

SUBJECT: QUARTERLY TRAVEL REPORT FOR COMMISSIONERS AND STAFF
THIS REPORT IS PROVIDED TO THE BOARD FOR INFORMATIONAL PURPOSES.
DISCUSSION
Staff provides the Board quarterly updates on travel expenditures for both Commissioners and staff.
For Fiscal Year 2019-20, the department budgeted $162,400 for Travel Expense. Through
September 30, 2019, the department recorded total travel expenditures of $15,669 of which $1,700
was spent for Commissioners and $13,969 was spent for staff.
The following attachments are provided for your information:
1) Summary of expense statements received for Commissioners and Staff travel for the first quarter
ending September 30, 2019; and,
2) Cumulative year to date travel for Commissioners and Staff for Fiscal Year 2019-20.
This report was prepared by:
Blas Rafols
Principal Accountant I
Administrative Operations Division
RPC:WSR:YH:BR
Attachment:

Quarterly Travel Report for Commissioners and Staff & Summary for Fiscal Year
2019-20

Attachment
DEPARTMENT OF FIRE AND POLICE PENSIONS
COMMISSIONERS TRAVEL REPORT
QUARTER ENDING SEPTEMBER 30, 2019

Name
Vega, Belinda

Location
New York, NY

Travel Dates
09/27/19

TOTAL COMMISSIONERS TRAVEL EXPENDITURES

09/29/19

Estimated
Expenses

$

1,700

Date Submitted to
Accounting

Actual
Expenses*

$

1,700

$

1,700

Date Approved # of Business
by Accounting in Processing
FMS
Days

*

AVERAGE NO. OF PROCESSING DAYS (BUSINESS DAYS) FROM DATE ACCOUNTING RECEIVES TO FMS APPROVAL DATE
*If PES not yet submitted, amount used is estimate.
**Event/Organization Acronym Guide

Event/Organization**

Remarks

Labaton Sucharow's Women's Initiative-Institute. Invest With Women &
Minority-Owned Investment Firms

N/A

DEPARTMENT OF FIRE AND POLICE PENSIONS
STAFF TRAVEL REPORT
QUARTER ENDING SEPTEMBER 30, 2019

Name

Location

Travel Dates

Date
Date
Approved by # of Business
Submitted to Accounting Processing
Accounting
in FMS
Days

Estimated
Actual
Expenses Expenses*

Event/Organization**

Remarks

Bayutas, Stephen

Rancho Mirage, CA

09/12/19

09/14/19 $

877

$

877

Chang, Nathaniel

Dallas, TX

07/22/19

07/23/19 $

776

$

755

Ciranna, Raymond

Carmel, CA

09/25/19

09/27/19 $

171

$

171

Han, Annie Chao

Nashville, TN

08/12/19

08/14/19 $

1,470

$

1,269

Han, Annie Chao

Dallas, TX

09/25/19

09/27/19 $

1,153

$

1,153

Liem, Susan

Denver, CO

09/11/19

09/12/19 $

765

$

744

09/24/19

09/26/19

2

Resource Capital Annual General Meeting

Paid

Niu, Derek

New York /
Jersey

09/09/19

09/13/19 $

1,700

$

1,483

09/24/19

09/26/19

2

Blackrock Private Equity Training/Managers' Meeting

Paid

Palmer, Paul

Dallas, TX

07/22/19

07/23/19

$

952

$

880

08/07/19

08/14/19

5

Westwood Holdings Group Site Visits

Paid

Palmer, Paul

Nashville, TN

08/12/19

08/14/19

$

1,385

$

1,260

08/28/19

08/29/19

1

Real Estate Purchase Due Diligence

Paid

Perez, Adam

Chicago, IL

07/14/19

07/18/19

$

1,800

$

1,669

08/08/19

08/14/19

4

ILPA Institute Modules 1 & 4

Paid

Rosauer, Kristen

Rancho Mirage, CA

09/13/19

09/14/19

$

548

$

548

Shaler, Marion

Chicago, IL

07/14/19

07/18/19

$

1,904

$

1,841

08/08/19

08/14/19

4

ILPA Institute Modules 1 & 4

Paid

Shaler, Marion

Denver, CO

09/11/19

09/12/19

$

464

$

402

09/24/19

09/26/19

2

Resource Capital Annual General Meeting

Paid

Trevizo, Elizabeth

Rancho Mirage, CA

09/12/19

09/14/19 $

917

$

917

New

TOTAL STAFF TRAVEL EXPENDITURES

*

LAPPL Delegate Conference 2019
08/07/19

08/14/19

5

**Event/Organization Acronym Guide
LAPPL
Los Angeles Police Protective League
CALAPRS

California Association of Public Retirement Systems

ILPA

Institutional Limited Partners Association

Paid

CALAPRS 2019 Administrator's Institute

*
08/28/19

08/29/19

1

*

Real Estate Purchase Due Diligence

Paid

Asana Annual Meeting/Twin Creeks Site Visits

*

LAPPL Delegate Conference 2019

*

LAPPL Delegate Conference 2019

$ 13,969

AVERAGE NO. OF PROCESSING DAYS (BUSINESS DAYS) FROM DATE ACCOUNTING RECEIVES TO FMS APPROVAL DATE

*If PES not yet submitted, amount used is estimate.

Westwood Holdings Group Site Visits
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DEPARTMENT OF FIRE AND POLICE PENSIONS
STAFF & COMMISSIONERS TRAVEL REPORT
SUMMARY FOR THE PERIOD of JULY 1, 2019 TO JUNE 30, 2020

Name

Location

Travel Dates

Estimated
Expenses

Date
Date
Approved by # of Business
Submitted to Accounting
Processing
Days
Accounting
in FMS

Actual
Expenses*

Event/Organization**

Remarks

STAFF
Bayutas, Stephen

Rancho Mirage, CA

09/12/19

09/14/19

$

877

$

877

Chang, Nathaniel

Dallas, TX

07/22/19

07/23/19

$

776

$

755

Ciranna, Raymond

Carmel, CA

09/25/19

09/27/19

$

171

$

171

Han, Annie Chao

Nashville, TN

08/12/19

08/14/19

$

1,470

$

1,269

Han, Annie Chao

Dallas, TX

09/25/19

09/27/19

$

1,153

$

1,153

Liem, Susan

Denver, CO

09/11/19

09/12/19

$

765

$

744

09/24/19

09/26/19

2

Resource Capital Annual General Meeting

Paid

Niu, Derek

New York /
Jersey

09/09/19

09/13/19

$

1,700

$

1,483

09/24/19

09/26/19

2

Blackrock Private Equity Training/Managers' Meeting

Paid

Palmer, Paul

Dallas, TX

07/22/19

07/23/19

$

952

$

880

08/07/19

08/14/19

5

Westwood Holdings Group Site Visits

Paid

Palmer, Paul

Nashville, TN

08/12/19

08/14/19

$

1,385

$

1,260

08/28/19

08/29/19

1

Real Estate Purchase Due Diligence

Paid

Perez, Adam

Chicago, IL

07/14/19

07/18/19

$

1,800

$

1,669

08/08/19

08/14/19

4

ILPA Institute Modules 1 & 4

Paid

Rosauer, Kristen

Rancho Mirage, CA

09/13/19

09/14/19

$

548

$

548

Shaler, Marion

Chicago, IL

07/14/19

07/18/19

$

1,904

$

1,841

08/08/19

08/14/19

4

ILPA Institute Modules 1 & 4

Paid

Shaler, Marion

Denver, CO

09/11/19

09/12/19

$

464

$

402

09/24/19

09/26/19

2

Resource Capital Annual General Meeting

Paid

Trevizo, Elizabeth

Rancho Mirage, CA

09/12/19

09/14/19

$

917

$

917

$

13,969

New

TOTAL STAFF TRAVEL EXPENDITURES

*

LAPPL Delegate Conference 2019
08/07/19

08/14/19

5

Westwood Holdings Group Site Visits

Paid

CALAPRS 2019 Administrator's Institute

*
08/28/19

08/29/19

1

*

Real Estate Purchase Due Diligence

Paid

Asana Annual Meeting/Twin Creeks Site Visits

*

LAPPL Delegate Conference 2019

*

LAPPL Delegate Conference 2019
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DEPARTMENT OF FIRE AND POLICE PENSIONS
STAFF & COMMISSIONERS TRAVEL REPORT
SUMMARY FOR THE PERIOD of JULY 1, 2019 TO JUNE 30, 2020

Name

Location

Travel Dates

Estimated
Expenses

Date
Date
Approved by # of Business
Submitted to Accounting
Processing
Days
Accounting
in FMS

Actual
Expenses*

Event/Organization**

Remarks

COMMISSIONERS
Vega, Belinda

New York, NY

09/27/19

09/29/19

TOTAL COMMISSIONERS TRAVEL EXPENDITURES
TOTAL TRAVEL EXPENDITURES

$

1,700

$

1,700

$

1,700

$

15,669

Labaton Sucharow's Women's Initiative-Institute. Invest With Women & MinorityOwned Investment Firms

*

AVERAGE NO. OF PROCESSING DAYS (BUSINESS DAYS) FROM DATE ACCOUNTING RECEIVES TO FMS APPROVAL DATE
*If PES not yet submitted, amount used is estimate.
**Event/Organization Acronym Guide
LAPPL
Los Angeles Police Protective League
CALAPRS

California Association of Public Retirement Systems

ILPA

Institutional Limited Partners Association
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DEPARTMENT OF FIRE AND POLICE PENSIONS
701 E. 3rd Street, Suite 200
Los Angeles, CA 90013
(213) 279-3000

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS
DATE:

OCTOBER 17, 2019

FROM:

RAYMOND P. CIRANNA, GENERAL MANAGER

SUBJECT:

SEPTEMBER 2019 MONTHLY REPORT AND UPDATE

ITEM: B.4.a

THIS REPORT IS PROVIDED FOR INFORMATIONAL PURPOSES
DISCUSSION
The September 2019 Monthly Report includes the following notable items:
1) Disability Claims Pending – Ready to Schedule for Board Hearing (Graph) – A new graph (see
Page 7) has been added to reflect the number of disability/active member death cases that are
ready to be scheduled for a Board hearing. This graph will help the Board better understand the
number of disability cases that are completed and are ready to be scheduled by staff and the
applicant’s representative.
2) Disability Pensions Ad Hoc Committee – An Ad Hoc Committee was formed on September 5,
2019 to review and discuss the current disability pension application process. The Committee
will provide direction on additional modifications to the disability application process, with the
goal of decreasing the length of time it takes between receiving a completed application and the
Board hearing. The first meeting of the Ad Hoc Committee is scheduled for October 3, 2019
and the next meeting is tentatively scheduled for November 7, 2019.
3) LAPD Administrative Order No. 1 – The Disability Pensions Section, along with Communications
and Education staff, presented at the LAPPL Delegates Conference on September 14, 2019. In
addition, staff presented at ten informational seminars throughout LAPD’s geographic bureaus
to a total of 140 attendees. A “Disability Retirement” guide was created and posted on our
website, which details the Disability Pension application process as well as other related topics
and resources. This guide was made available to members at all seminars.
4) New LAFPP Business Hours - To improve customer service and to meet the needs of members,
LAFPP will change the business hours beginning January 1, 2020. The current business hours,
to serve members both in person and via telephone, are 8:00 a.m. – 5:00 p.m. Beginning
January 1, 2020, the business hours will change to 7:30 a.m. – 4:30 p.m. This change is based
on a) member-visitor logs dating back to January 2018 which reflected six times more members
requesting service prior to 8:00 a.m. compared to those members who arrived after 4:00 p.m.
and b) feedback on surveys sent to Active members which indicated over 51% of the responses
preferred the new hours, 7:30 a.m. – 4:30 p.m. Staff is developing a communications plan to
ensure members are aware of the new business hours prior to January 1, 2020. This
communications plan will include: working with the unions to spread the word, notifying the L.A.
Retired Fire and Police Association, posting the change on the LAFPP social media platforms,

updating the website to include a “pop-up” window when visiting LAFPP.com, inserting a
message on pension checks, and including an article in upcoming Newsletters.
5) ‘Side A’ Director’s and Officer’s (D&O) Liability Insurance - The LAFPP Side A D&O insurance
policy is liability insurance payable to the Board members and key staff to cover defense costs
and losses up to $10 million, in circumstances when the City chooses to not indemnify. The
current policy covers the term 12/23/18 to 12/23/19 and was purchased for $34,500 (basic
premium). The current policy also includes a Renewal Guarantee Endorsement which is set to
automatically renew on 12/23/19. In the 2019-20 LAFPP Budget, the Board authorized up to
$40,000 for this insurance policy and staff expects the renewal at the same terms, conditions
and premium as the current policy. Staff will report to the Board when the policy has been
executed and the final cost. As part of this insurance policy, a Waiver of Recourse endorsement
is required that protects the insured against recourse by the insurer. Without this endorsement,
those insured are not protected from personal liability. Staff expects the required endorsement
fee to total $25 per insured, which would have to be paid by the insured individuals and not by
System assets. Staff will collect this fee from the insured once the policy invoice has been
delivered to LAFPP.
6) Private Equity - The following private equity and/or real estate investments have closed since
the last meeting announcement:
On May 16, 2019 the Board, in closed session pursuant to Government Code Section 54956.81,
approved a commitment of up to $15 million in the following alternative investment: Longitude
Venture Partners IV, L.P. The investment closed on September 23, 2019. Board vote: Ayes 6,
Nays 0.
On March 21, 2019 the Board, in closed session pursuant to Government Code Section
54956.81, approved a commitment of up to $40 million in the following alternative investment:
BDCM Opportunity Fund V, L.P. The investment closed on October 4, 2019. Board vote: Ayes
6, Nays 0.
The following searches and firms are within the Marketing Cessation Period Policy*:
Contract
Start Date

Vendor / Contract

Contract
Expiration
Date

Market
Cessation
Start Date

Domestic Equity

TBD

TBD

08/01/19

Fixed Income

TBD

TBD

TBD

AllianceBernstein, L.P.
(Domestic Equity)

01/01/2017

12/31/2019

07/16/2019

Harding Loevner
(International Emerging Markets)

02/01/2017

01/31/2020

08/20/2019

Northern Trust Investments, Inc.
(Domestic Equity)

02/01/2017

01/31/2020

08/20/2019

The Townsend Group
(Real Estate Consultant)

02/01/2017

01/31/2020

08/20/2019
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FIS Group, Inc. 1

(International Manager of Emerging Managers)

07/01/2017

06/30/2020

03/05/2019

*Marketing Cessation: In accordance with Section 9.0 of the Investment Policy, from the time the search begins with the Board’s

approval of the minimum criteria for the search until the search ends with the selection of the firm(s) to receive contract(s), all
direct marketing contact with firms that meet the search criteria will be limited to meetings with the Consultant, information sent
to the Consultant or Department, questions about the search directed to the Staff or Consultant, one meeting at the Department’s
office with Staff and any site visits. The Board members, Department Staff or Consultant will accept no entertainment or gifts of
any kind from any firm qualifying for the search. This policy does not prohibit contact with potential interview candidates at group
social events, educational seminars, conferences, or charitable events so long as there is no direct marketing.
During the three months prior to the renewal of a contract with a firm currently under contract, the Board Members, Department
Staff and Consultant will accept no entertainment or gifts from that firm until the contract has been renewed or terminated by the
Board. Firms who currently have contracts with LAFPP are allowed to continue contact related to the existing contract with Staff
and the Consultant.

Attachment

1

The Board approved the termination of the FIS contract on June 6, 2019.
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Item: B.4.a

MONTHLY REPORT
September 2019

STATUS REPORT OF BOARD ASSIGNMENTS TO STAFF
10/17/19
MEETING
DATE
11/01/18

ASSIGNMENT
Mental Health Issues Impacting
Pensions

STAFF
PERSON

DATE DUE
TO THE
BOARD

Kristen
Rosauer

TBD

05/02/19

Criteria for Adopting Increases to nonMedicare Health Subsidy

Eunice
Zordilla

November 2019

06/20/19

Medicare Presentation

Eunice
Zordilla

TBD

08/01/19

Mid-Year Budget Adjustment for
Additional Employer Contribution to
Account for Active Member Pay
Increases in FY 19-20

Greg Mack

TBD

08/15/19

Comparison of Retiree Health Plan
Coverage and Premiums

Eunice
Zordilla

TBD

08/15/19

Comparison of Health Savings
Accounts vs. Health Reimbursement
Accounts

Eunice
Zordilla

TBD

1

STATUS
Staff researching possible
presenters.
This item was first considered
in March 2013 and again in
November 2018. Staff will
prepare another report on this
topic for consideration at an
upcoming meeting.
Presentation tentatively
scheduled for November
2019.
Staff will report back on this
issue once City Council
approves all employee MOUs
and the affected departments
can assess their potential
salary needs for the fiscal
year.
Staff and the Board’s health
consultant will provide a
report prior to the next health
plan renewal presentations.
Presentation tentatively
scheduled for January 2020.
Presentation tentatively
scheduled for January 2020.

A

Portfolio as of September 30, 2019
EQUITIES
AllianceBernstein (S&P 500 Index)
AllianceBernstein (Systematic Value)
AllianceBernstein (Russell 1000 Growth Index)
LA Capital (Enhanced Index-Growth)
NTI S&P 500 Equal Weight
NTI Stoxx USA 900
Boston Partners (Value)
Terminated Domestic Equity Managers
Core Equity Managers (23%)
Target Differential

STOCKS
1,825.5
536.4
1,290.0
439.4
820.6
500.8
368.4
5,781.2
1.30%

AllianceBernstein (S&P 600 Index)
Frontier Capital Mgt. (Growth)
Daruma Capital Mgt. (Core)
Channing Capital Mgt. (Core)
Palisade Capital Management (Core)
PIMCO Stocks Plus
Phocas Financial (Value)
Westwood Management (Value)
AllianceBernstein (Value)
Terminated Small Cap Equity Managers
Small Cap. Equity Mgrs (6%)
Target Differential

133.5
499.5
65.8
76.5
200.0
63.2
226.0
208.9
1,473.4
1.12%

Brandes Investment Partners (Value)
Fisher Asset Mgt. (Core)
Blackrock (Core Passive)
Baille Gifford (Growth)
Boston Common (ESG)
Principal Global Int'l Small Cap
Victory Capital Mgt. Small Cap
FIS (Mgr of Emerging Mgrs) International
Terminated Int'l Equity Managers
Int'l Equity Mgrs (16%)
Target Differential
Harding Loevner
Dimensional Fund Advisors
Terminated Int'l Emerg. Mkts. Mgrs.
Int'l Emerg. Mkts Mgrs (5.0%)
Target Differential
TOTAL EQUITIES MGRS (50.0%)
Int'l Tax Reclaims

BONDS
-

CASH
5.4
1.6
4.6
1.7
7.2
2.5
9.7
0.2
32.8

TOTAL
1,830.9
538.0
1,294.5
441.1
827.8
503.3
378.1
0.2
5,813.9

-

201.7
6.5
0.0
1.2
2.8
2.1
6.6
9.0
0.0
229.8

335.2
506.0
0.0
67.0
79.3
200.0
65.3
232.5
217.8
0.0
1,703.2

-

29.9
15.4
3.7
11.8

980.0
511.3
829.3
710.6

30.9
192.7
194.5
110.7
0.2
3,499.3
(1.08)%
449.5

-

0.8
3.8
2.0
2.6
(0.0)
70.1

-

13.7

463.2

530.9
980.4
(0.83)%
11,734.2
-

0.0
0.0

2.8
16.4

533.6
996.8

0.0
-

349.1
0.5

12,083.3
0.5

781.2
742.5
328.7
51.4
51.2

4.7
7.8
0.7
0.5

785.9
742.5
336.5
52.1
51.8

732.0
0.4
386.7
706.9
68.6
3,849.5

1.6
0.4
15.7

733.6
0.4
386.7
707.3
68.6
3,865.2

950.2
495.8
825.6
698.8

31.7
196.5
196.5
113.3
0.2
3,569.4

ALLOC.

PRIVATE EQUITY

24.30%
312.1

Abbott Capital
Hamilton Lane
PCA
Fairview Capital
Portfolio Advisors
Aldus Equity
TCP
Stepstone Group
TOTAL PRIVATE EQUITY MGRS (12%)
Target Differential

-

Loomis Sayles (Long Duration)
CA Comm. Mort. Fund
Bridgewater (TIPS)
Reams Asset Mgmt. (Passive TIPS)
Bridgewater Pure Alpha
Core Bond Mgrs (17.0%)
Target Differential
MacKay Shields
High Yield Bond Mgrs (3.0%)

(0.84)%
8.1
8.1

Target Differential
Reams Asset Mgmt. (Unconstrained)
Payden & Rygel (Unconstrained)
Unconstrained Fixed Income (2.0%)
Target Differential

(0.47)%
-

591.1
591.1

6.5
6.5

605.7
605.7

BONDS
-

CASH
-

TOTAL
18.3
3.3
9.1
24.7
2,100.4
160.8
16.6
96.0
2,429.2

7.12%
267.9

AllianceBernstein Global REIT
Principal Global REIT
Principal U.S. REIT
Cohen & Steers U.S. REIT
Terminated REIT Managers
REIT Managers (3.0%)

125.4
209.2
197.4
207.1
739.1

-

247.3
240.0
487.3

4,927.9

22.2

4,958.3

0.04%

0.6
1.7
2.5
4.9
9.7

126.0
210.9
200.0
212.1
748.9

3.13%

Target Differential
REAL ESTATE COMMINGLED FUNDS SUMMARY
Total Pooled Funds
REAL ESTATE SEPARATE ACCT. SUMMARY BY MANAGER
AEW (Heitman, Sentinel)
Neptune Building
Real Estate Equity Mgrs
TOTAL REAL ESTATE (10%)
Target Differential

0.13%
-

-

783.8

3.28%

513.2
33.3
546.5
2,069.4
(1.31)%

-

9.7

513.2
33.3
546.5
2,079.1

656.3
94.5
101.1
136.1
988.0
(0.84)%

-

1.9
5.7
7.7

658.2
100.3
101.1
136.1
995.7

-

-

23.3
828.6
38.4
11.3

23.3
828.6
38.4
11.3

-

-

432.7
40.5

432.7
40.5

-

1,374.8

1,374.8

-

-

-

31.2

783.8

8.1

2.28%
8.69%
(312.9)

COMMODITIES

14.92%
(257.9)

Alliance (Commodities, Public Equity)
Gresham Invest. Mgmt. (Commodities, Active)
Goldman Sachs (Commodities, Enhanced Index)
PA (Commodities, Private Equity)
TOTAL COMMODITIES (5.0%)
Target Differential

4.16%
(208.0)

CASH
4.17%
(199.3)
50.51%

HOUSE ACCOUNTS
Tier 1 (Article 17)
Tier 2 (Article 18)
Tier 3 (Article 35)
Tier 4 (New)
Tier 5 (New)
Tier 6 (New)
CASH SUMMARY
Unallocated Cash Reserve (1%)
Target Differential
Transition

4.75%
-

5.75%
1,135.6

TOTAL FUND
COMMODITIES
ACTUAL ASSET MIX
Current Month
16.16%
(201.3)

Last Month
% Change

988.0
4.13%
971.9
1.65%

PRIVATE
EQUITY

STOCKS

BONDS

REAL
ESTATE

CASH

TOTAL

2,429.2
10.16%
2,408.4
0.87%

11,742.3
49.09%
11,478.3
2.30%

4,927.9
20.60%
4,970.6
-0.86%

2,069.4
8.65%
2,073.0
-0.17%

1,764.0
7.37%
1,806.7
-2.36%

23,920.9
100.00%
23,708.9
0.89%

2.53%

2.04%
8.9
Note: City Pension Contribution received on 7/12/19

TOTAL FIXED INCOME MGRS (22.0%)

10.16%
(441.3)

-

(111.9)
247.3
240.0
487.3

ALLOC.

REAL ESTATE

FIXED INCOME
Northern Trust (Fixed Income Index)
Reams Asset Mgmt. (Opportunistic)
LM Capital (Opportunistic)
GIA Partners (Opportunistic)
Semper Capital Mgt.

STOCKS / EQUITY / RE
18.3
3.3
9.1
24.7
2,100.4
160.8
16.6
96.0
2,429.2
(1.84)%

20.73%
Subtotals & totals may not sum up exactly due to rounding.
Note: Data is unaudited; Dollars expressed in Millions.

2

######

Private Equity Commitment Summary
Venture Capital
Total

Buy-out

$1,089,227,000

24%

Special Situations

$2,261,300,000

50%

$1,216,043,000

Percentage
27%

Commitment Total

100.00%

$4,566,570,000

Private Equity Funding Summary
Total Commitment
Abbott
Hamilton Lane
Fairview Capital
Portfolio Advisors Legacy
Portfolio Advisors Current
PCA
Stepstone Group
TCP
Aldus Equity
Total

Contributions

Remaining Commitment

Percent Funded

$206,979,000

$199,954,000

$7,243,000

96.61%

$133,297,000

$128,796,000

$4,502,000

96.62%

$35,000,000

$13,630,000

$24,125,000

38.94%

$264,190,000

$255,277,000

$9,047,000

96.63%

$3,129,827,000

$1,801,013,000

$1,351,227,000

57.54%

$178,720,000

$167,582,000

$11,128,000

93.77%

$168,949,000

$159,780,000

$9,739,000

$15,484,794

$15,484,794

$0

94.57%
100.00%

$449,638,000

$414,712,000

$38,413,000

92.23%

$4,545,211,794

$3,089,787,794

$1,455,424,000

67.98%

Unfunded Commitment

$1,455,424,000

Source: BOARD OF FIRE AND POLICE PENSION COMMISSIONERS
Data as of March 31, 2019
Data is based only on current/active funds whaich are funds that have remailing commitment or residual value.

Total Fund Portfolio Allocation

25.8

18.4

18.0
16.0

13.6

15.0

0.00%

4.7

Core Equity (23%)

Small Cap. Equity (6%)

3.6

Int'l Equity (16%)

5.75%

6.4

Int'l Emerg. Mkts (5.0%)

Core Bonds Iincluding
TIPS) (17.0%)

3.4
2.6

2.2
1.8

High Yield Bonds (3%)

2.04%

5.00%

7.3

2.53%

10.00%

4.17%

7.12%

11.5
8.5

9.0
6.2

4.0

3.8

1.0
Unconstrained Fixed
Income (2.0%)

Cash (1.0%)

Total RE (Including REITS)
(10.0%)

Private Equity (12.0%)

Actual Allocation, Target Allocation in parenthesis
Over-allocated (Blue), Under-allocated (Red)

3

4.16%

14.92%

15.00%

16.16%

20.2

20.00%

10.16%

25.00%

8.69%

30.00%

24.30%

35.00%

*Board approved ranges on 6/16/16

Commodities Energy
(5.0%)

8/31/2018

Real Estate Summary
COMMINGLED FUNDS
ABR Chesapeake Fund III
AEW Partners V
AEW Value Investors II
Almanac Securities Realty VII
Almanac Securities Realty VIII
Asana Partners
Asana Partners II
Berkshire Multifamily Income Realty Fund
Buchanan Fund IV
Calif Smart Growth IV
Capri Urban Investors
CIM Real Estate Fund III
CIM Urban REIT, LLC
CityView LA Urban Land Fund
Clarion Lion
Colony VIII
CPI Capital Europe (A
Exeter Industrial
Forum Asian Realty II
Gerrity Retail Fund
Heitman Value Partners II
Heitman Asia Pacific Property Investors
Heitman American Realty Trust (HART)
Jamestown Premier
Kayne Anderson Core
LaSalle Asia Opp. II
Legg Mason II
Metlife Core Property
Noble Hospitality
Praedium Fund VII
Principal Green I
Prudential PRISA
Rothschild Five Arrows Realty V (Almanac)
Savanna Real Estate Fund III
Starwood Distressed Opp IX
Standard Life Investments
Standard Life Investments Euro RE Club II
Stockbridge RE Fund II
Unico Core Plus Partners
Unico Partners I
Value Enhancement V (Ares)

EQUITY
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA

POOLED
0.1
0.1
0.0
21.0
2.2
31.2
0.7
36.7
4.2
3.2
8.3
15.8
20.0
0.0
114.3
0.6
0.5
21.7
0.0
30.9
0.1
24.2
73.6
56.4
11.3
0.1
0.0
107.1
0.0
0.0
0.2
81.6
0.7
43.4
10.3
3.0
8.2
10.3
40.0
1.6
0.5
783.8

CASH
-

EQUITY
73.6
23.4
32.3
40.2
29.2
27.6
32.6
60.6
0.0
32.3
55.4
1.3
1.1
34.2
69.3
33.3

POOLED
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA

CASH
-

Total

SEPARATE ACCOUNT PROPERTIES
AEW (Heitman) - 121 W. Chestnut
AEW (Heitman) - Woodland Plaza
AEW (Heitman) - Twin Creeks Village
AEW (Heitman) - Sea Isle, Inc.
AEW (Sentinel) - Riverplace
AEW (Sentinel) - Walmart Building at Water Ridge
AEW (Sentinel) - Windward Place Apts.
AEW (Sentinel) - Jefferson Town Center Apts
AEW (Sentinel) - St. Louis Industrial
AEW (Sentinel) - NorthPointe Exec. Park
AEW (Sentinel) - Aerial Center Exec. Park
AEW (Sentinel (Urdang)) - Shadeland Station
AEW (Sentinel (Urdang)) - Exelon Building
AEW - Sycamore Hills Plaza
AEW - Novel Lockwood Glen
Neptune Building
Real Estate Managers Total Committed
AEW (Heitman, Sentinel (Urdang))
Total

-

TOTAL ALLOC.
0.1
0.1
0.0
21.0
2.2
31.2
0.7
36.7
4.2
3.2
8.3
15.8
20.0
0.0
114.3
0.6
0.5
21.7
0.0
30.9
0.1
24.2
73.6
56.4
11.3
0.1
0.0
107.1
0.0
0.0
0.2
81.6
0.7
43.4
10.3
3.0
8.2
10.3
40.0
1.6
0.5
783.8
3.28%

TOTAL ALLOC.
73.6
23.4
32.3
40.2
29.2
27.6
32.6
60.6
0.0
32.3
55.4
1.3
1.1
34.2
69.3
33.3
513.2
546.5

4

2.28%

Preliminary Return Information as of September 30, 2019
Manager

1-month

3-month

1-year

3-years

5-years

FYTD

Total Fund
S & P 500 Index

1.10 %
1.87 %

0.65 %
1.70 %

4.47 %
4.25 %

8.71 %
13.39 %

7.35 %
10.84 %

0.65 %
1.70 %

Total Equity
S & P 500 Index

2.37 %
1.87 %

0.14 %
1.70 %

0.24 %
4.25 %

10.32 %
13.39 %

7.92 %
10.84 %

0.14 %
1.70 %

Total Domestic Equity
Russell 3000 Index

2.01 %
1.76 %

1.18 %
1.16 %

1.20 %
2.92 %

12.62 %
12.83 %

10.10 %
10.44 %

1.18 %
1.16 %

Total Large Cap Equity
S & P 500 Index

1.85 %
1.87 %

1.69 %
1.70 %

3.70 %
4.25 %

13.73 %
13.39 %

10.89 %
10.84 %

1.69 %
1.70 %

Total Small Cap
Russell 2000 Index

2.63 %
2.08 %

-0.74 %
-2.40 %

-7.70 %
-8.89 %

8.84 %
8.23 %

7.42 %
8.19 %

-0.74 %
-2.40 %

Total International Equity
MSCI ACWI ex-US

2.96 %
2.62 %

-1.50 %
-1.70 %

-1.24 %
-0.72 %

6.74 %
6.85 %

4.45 %
3.39 %

-1.50 %
-1.70 %

Total International Developed Markets
MSCI ACWI ex-US

3.31 %
2.62 %

-0.84 %
-1.70 %

-1.63 %
-0.72 %

6.95 %
6.85 %

4.71 %
3.39 %

-0.84 %
-1.70 %

Total International Emerging Markets
MSCI Emerging Markets Index

1.89 %
1.94 %

-3.66 %
-4.11 %

0.27 %
-1.63 %

6.23 %
6.37 %

3.53 %
2.71 %

-3.66 %
-4.11 %

Total Fixed Income
Bloomberg Barclays Universal

-0.68 %
-0.43 %

2.40 %
2.12 %

10.38 %
10.07 %

3.90 %
3.23 %

4.29 %
3.62 %

2.40 %
2.12 %

Total Core Fixed Income
Bloomberg Barclays Aggregate

-0.89 %
-0.53 %

3.20 %
2.27 %

12.86 %
10.30 %

3.89 %
2.92 %

4.51 %
3.38 %

3.20 %
2.27 %

Total High Yield

0.72 %

1.27 %

7.35 %

6.53 %

6.60 %

1.27 %

LAFPP HY Benchmark1

0.32 %

1.22 %

6.30 %

6.07 %

5.37 %

1.22 %

Total REITs

1.98 %

6.29 %

19.04 %

9.19 %

10.63 %

6.29 %

LAFPP REIT Benchmark2

2.59 %

5.85 %

15.28 %

6.58 %

8.77 %

5.85 %

Total Commodities
Bloomberg Commodities Index TR

1.81 %
1.17 %

-2.03 %
-1.84 %

-4.00 %
-6.57 %

4.90 %
-1.50 %

0.15 %
-7.18 %

-2.03 %
-1.84 %

Footnote:
1
LAFPP HY Benchmark: CS HY Index thru 12/31/11 & BofA ML US HY Master II Cnst Index thereafter.
2

LAFPP REIT Benchmark: Dow Jones US Select RE Securities Index thru 12/31/13, 50% FTSE EPRA/NAREIT Global RE Index & 50% Dow Jones
US Select RE Securities Index thereafter.

5

(Data through September 30, 2019)
DISABILITY PENSIONS

Total Claims Filed*
10
9
8
7
6
5
4
3
2
1
0

Jan
2017 1
2018 3
2019

3

Feb
5

Mar
4

Apr May June July
3
3
1
6

Aug Sept Oct
2
1
0

4

1

3

0

2

3

2

2

3

4

6

3

2

0

5

4

Nov
4

1

2

Dec Total
32
2
24
1
30

*Claims filed include the following: Disability, Active Member Death, Dependent Child/Parent.

Withdrawn Claims
5
4

3
2
1
0

Jan

Feb

Mar

Apr

May June

July

Aug

Sept

Oct

Nov

Dec

2017

2

0

3

2

0

0

1

1

2

0

1

4

2018

2

1

1

1

3

3

1

1

2

0

0

0

2019

1

0

2

2

1

2

0

2

0

6

Total Claims Pending - All
80
75
70
65
60

Jan

Feb

Mar

Apr

May June

July

Aug

Sept

Oct

Nov

Dec

2017

69

74

75

75

71

70

75

75

71

71

70

65

2018

67

70

69

70

67

63

65

64

63

64

66

66

2019

67

68

70

73

73

73

72

72

74

Total Claims Pending - Disability Pensions
New Applications and Review

70
60
50
40

Jan

Feb

Mar

Apr

May

June

July

Aug

Sept

Oct

Nov

Dec

2017

56

57

58

58

57

56

60

59

54

53

52

49

2018

49

49

48

49

46

44

45

47

47

48

48

49

2019

51

53

56

57

59

59

58

58

60

Total Claims Pending - Active Member Deaths*
30
20
10
0

Jan

Feb

Mar

Apr

May June

July

Aug

Sept

Oct

Nov

Dec

2017

13

17

17

17

14

14

15

16

17

18

18

16

2018

18

21

21

21

21

19
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17
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16

18

17

2019

16

15

14

16

14

14

14

14

14

Nov
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*Claims include Surviving Spouse/Domestic Partner, Minor Child, Dependent Child/Parent.

Claims Pending - Ready to Schedule for Board Hearing
9
8
7
6
5
4
3
2
1
0
2019

Jan

Feb

Mar

Apr

1

1

1

2

May June
3

3
7

July

Aug

Sept

3

5

8
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Total Claims Presented to the Board*
9
8

7
6
5
4
3
2
1
0

Jan

Feb

Mar

Apr May June July

Aug Sept Oct

Nov

Dec Total

2017

1

1

4

2

4

2

1

2

5

1

4

1

28

2018

1

2

1

1

1

3

0

3

1

0

0

3

2019

1

2

0

3

3

0

1

3

3

16
6
16

*Claims include the following: Disability, Active Member Death, Dependent Child/Parent.

Avg. Processing Time for Claims Presented to the Board*
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50.0

Months

40.0
30.0
20.0
10.0
0.0

Jan
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May June
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Aug

Sept

Oct

Nov

Dec

2017 38.3
2018 39.7

0.1

0.1

14

4.4

3.5

1.6

8.9

7.6

12.8

15

0.5

0.4

20.2

18.9

0.1

14.5

0

10.4

31.7

0

0

5.8

2019 13.4

13.7

0

6.9

14.9

0

45.5

26.4

14.9

*Claims include the following: Disability, Active Member Death, Dependent Child/Parent. Months with
zero (0) indicate no claims presented to the Board that month.
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DROP PROGRAM

*Numbers may change due to timing of processing transactions.

DROP Entries

270
240
210
180
150
120
90
60
30
0

Jan
2017 4
2018 4
2019 246

Feb
86
129
5

100
80
60
40
20
0
2017
2018
2019
Projected 2019
Projected 2020

Mar
26
43
14

Apr
22
39
16

May
29
29
15

Jun
17
26
14

Jul
65
35
10

Aug
38
25
17

Sep
16
26
7

Oct
11
39

Nov
11
48

Dec YTD
3
328
53 496
344

DROP Exits

Jan Feb Mar Apr May Jun
40 30 29 23 19 19
62 27 28 41 34 22
73 38 46 39 25 33
24

28

Jul
15
21
29

Aug Sep Oct Nov Dec YTD
16 16
4
4
11 226
14 12
7
2
7 277
22 16
321
1
5
4

59

DROP Participants
2,000
1,800
1,600
1,400
1,200
1,000
800

Jan
2017 1,252
2018 1,329
2019 1,779

Feb
1,307
1,431
1,746

Mar
1,300
1,447
1,713

Apr
1,297
1,445
1,689

May
1,306
1,439
1,687
9

Jun
Jul Aug Sep Oct Nov Dec
1,301 1,359 1,381 1,381 1,388 1,395 1,387
1,443 1,455 1,466 1,482 1,513 1,558 1,604
1,658 1,649 1,642 1,633

SERVICE PENSIONS
Service Pensions (by Approval Date)
SURVIVORSHIP PENSIONS
Surviving Spouse/Domestic Partner
Pension Applications Processed
Survivor Benefit Purchase Program
Total Surviving Spouse/DP Applications
Processed and Survivor Benefit Purchase
Program Granted

* One additional application processed in August 2019.

ACTIVE MEMBER SERVICES
Refund of Contributions
(Number Leaving Without Vesting)
Fire
Police
Harbor
Airport
Completed Basic Training Purchases
Fire
Police
Harbor
Airport
Public Service Purchases (PSP)
Completed Purchases
Avg. Years of Service (YOS) Purchased
Avg. Cost per YOS Purchased

10

Current
Month
6

Fiscal Year
To Date
20

12 Month
Moving Avg.
8

Current
Month

Fiscal Year
To Date

12 Month
Moving Avg.

22
1

60
3*

19
1

23

63

Current
Month
0
6
0
1

Fiscal Year
To Date
0
25
2
1

12 Month
Moving Avg.
1
7
0
0

8
59
1
0

24
119
1
0

10
30
0
0

1
4
$8,725

1
4
$8,725

1
1.80
$48,316

OUTREACH ACTIVITIES
Date

Sep 3, 2019
Sep 5, 2019
Sep 13-14, 2019

Sep 16, 2019
Sep 16, 2019
Sep 17, 2019
Sep 17, 2019
Sep 18, 2019
Sep 19, 2019
Sep 20, 2019
Sep 20, 2019
Sep 24, 2019
Sep 25, 2019
Sep 25, 2019
Sep 27, 2019
Sep 27, 2019

Type of Outreach

Financial Planning Education Seminar- Early/Mid-Career
LAPPL Outreach – Olympic Division
LAPPL Delegates Conference
LAPD Disability Pension Information Seminar - 9AM
LAPD Disability Pension Information Seminar - 1PM
LAPD Disability Pension Information Seminar - 9AM
LAPD Disability Pension Information Seminar - 1PM
Financial Planning Education Seminar – Late Career
LAPPL Outreach – No. Hollywood Division
LAPD Disability Pension Information Seminar – 9AM
LAPD Disability Pension Information Seminar – 1PM
LAFD Benefits Presentation – Metropolitan Fire Comm.
LAPD Disability Pension Information Seminar – 9AM
LAPD Disability Pension Information Seminar – 1PM
LAPD Disability Pension Information Seminar – 9AM
LAPD Disability Pension Information Seminar – 1PM

Number of
Participants
40
36
49
13
4
11
20
44
56
11
3
21
20
10
29
19

Multiple
Multiple
Multiple
Multiple
Multiple
Multiple
Multiple
Multiple
Multiple
Multiple
Multiple
Multiple
Multiple
Multiple
Multiple
Multiple

TBD
TBD
TBD
TBD
TBD
TBD

Multiple
Multiple
Multiple
Multiple
Multiple
Multiple

Tier

Upcoming Events
Oct 1, 2019
Oct 3, 2019
Oct 9, 2019
Oct 16, 2019
Oct 17, 2019
Oct 24, 2019

Financial Planning Education Seminar – Late Career
LAPPL Outreach – Devonshire Division
LAFD Benefits Presentation – FS 5
Financial Planning Education Seminar- Early/Mid-Career
LAPPL Outreach – Hollenbeck Division
LAFD Benefits Presentation – FS 38
Outreach Activity Totals
Current Month
386
0
2
14

Members Reached
-# of Recruit Talks
-# of Financial Planning Education Seminars
-# of Other Outreach Events

Fiscal Year to Date
826
2
4
20

Note: The number of participants for “Information Table” events is an estimate. Staff are available to answer questions, check
personal information, and collect forms at these events.

NEW PROJECTS
DISABILITY PENSIONS AD HOC COMMITTEE
At the September 5, 2019 Board Meeting, an Ad Hoc Committee was formed to review
and discuss the current disability pension application process. The Committee will
provide direction on additional modifications to the disability application process, with the
goal of decreasing the length of time it takes between receiving a completed application
and the Board hearing. Committee members consist of Commissioners Zimmon,
Pendleton, Navarro, and Weber. The first meeting of the Ad Hoc Committee was held on
October 3, 2019 and the next meeting is tentatively scheduled for November 7, 2019.
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UPDATED PROJECTS
DIRECT DEPOSIT TRANSITION
In an effort to enhance customer service and efficiency, the Retirement Services Section
is working to reduce the usage of physical checks by 50% and have pensioners voluntarily
enroll in direct deposit. Currently, there are approximately 500 pensioners (3% of all
pensioners) receiving their monthly payments by check. Pensioners on direct deposit
receive their pension payments directly to their bank account on the last working day of
the month, compared to the unpredictability of the weather or other external factors that
could delay the receipt of physical checks via U.S. Mail. Additionally, replacement of
misplaced or lost checks can take up to six weeks from the original payment date.
Pensioners currently receiving physical checks will be sent correspondence regarding the
benefits of direct deposit and an election form by September 30, 2019. Pensioners will
also be advised that they may sign up for direct deposit online using MyLAFPP. Special
messages recommending direct deposit will be printed on physical checks and posted to
the LAFPP website.
[UPDATE: Staff is recommending that the September 30, 2019 Milestone be revised,
replacing check messages with email notices. Due to the limitations of CPAS, staff cannot
place messages on the paper checks only for the affected members. As an alternative to
the check messages, staff will email the same letters and direct deposit forms directly to
the affected members. The check message feature will be utilized if CPAS gains the ability
to place check messages in the future.]
MyLAFPP REDESIGN
As part of the implementation of our new pension administration system, PARIS, Staff is
working with the consultant on the redesign of MyLAFPP, our member self-service web
portal. The redesign will include enhanced features and more self-service options for
members. The current MyLAFPP site was disabled beginning January 1, 2019. This
information was communicated to all members through newsletters, social media, and
the website. The new MyLAFPP went live the last week of May 2019.
[UPDATE: The Communications staff continues to assist members with the registration
process and working with the consultant to finalize future MyLAFPP services, such as
seminar registration and beneficiary updates.]
LAPD ADMINISTRATIVE ORDER NO. 1
In order to prepare for a possible influx of Disability Pension applicants due to LAPD’s
Administrative Order No. 1, the Communications and Education Section is working with
Disability Pensions Section staff to prepare information for distribution to LAFPP
members. A new informational guide detailing the Disability Pension application process
is currently being generated and will be available for all interested members. Additionally,
ten informational seminars (2 events per location) are being organized which will not only
detail the disability pension process, but also provide information on all other available
LAFPP benefits. Staff will also be making a presentation on disability pensions at the
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LAPPL Delegates Conference in mid-September. The information will be presented by
both the Disability and Communications staff.
[UPDATE: Disability Pensions Section, along with Communications and Education staff,
presented at the LAPPL Delegates Conference on September 14, 2019. In addition, staff
presented at ten informational seminars held throughout LAPD’s geographic bureaus to
a total of 140 attendees. A “Disability Retirement” guide was created and posted on our
website, which details the Disability Pension application process as well as other related
topics and resources. This guide was made available to members at all seminars.]
UNCHANGED PROJECTS
None.
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LEGISLATION TRACKING
Bill No./
Initiative
(Version)/
Introduced

Author

Summary

Status

Statewide Legislation: 2019-2020
AB 287
(01/28/19)

Voepel

AB-287 Public Employees' Retirement: annual
audits
An act to amend Section 7512 of the
Government Code, relating to public employees'
retirement
7512. (a) (1) Each state and local public pension
or retirement system shall, on and after the 90th
day following the completion of the annual audit of
the system, mail or otherwise provide to any
member who makes a request therefor and pays,
if required, a fee, a concise annual report on the
investments and earnings of the system and other
related matters. The report shall be published in a
low-cost format.
(2) Each local public pension or retirement system
may impose a fee for each copy of the report in an
amount sufficient to pay all costs incurred in the
preparation and dissemination of the report.
(b) In addition to complying with subdivision (a),
each state and local public pension or retirement
system shall, no later than the 90th day following
the completion of the annual audit of the system,
post on its internet website a concise annual
report on the investments and earnings of the
system and other related matters.
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02/07/19 - Referred
to the Cmte. on
Public Employment
and Retirement.

Bill No./
Initiative
(Version)/

Author

Summary

Status

Introduced
Statewide Legislation: 2019-2020 (cont'd)
AB 289
(01/28/19)

Fong
Gonzalez

AB-289 California Public Records Act
(CPRA) Ombudsperson
This bill,
1. Creates a CPRA ombudsperson within the
California State Auditor's Office to review
CPRA requests denied by state agencies,
determine whether the denials complied with
the CPRA, and issue written opinions of its
determinations.
2. Requires the ombudsperson to respond to
a request to review a denial within 30
business days but allows the ombudsperson
to extend that deadline in unusual
circumstances, as specified.
3. Directs the ombudsperson, upon
completion of its review, to promptly notify the
member of the public who submitted the
request for review and the state agency of its
determination and the reasons therefor.
4. Gives the ombudsperson the authority to
require a state agency to provide the
requesting member of the public with the
public record or records if the ombudsperson
determines the agency improperly denied the
disclosure.
5. Allows the ombudsperson to require
reimbursement for its investigative costs from
any state agency determined to have
improperly denied a CPRA request.
6. Requires the state agency that is the
subject of a review to provide the
ombudsperson access to all relevant
information, documents, and other records
that the ombudsperson requests to assist in
its review of the agency's determination.
7. Clarifies that a member of the public is not
required to use the ombudsperson process in
order to pursue the legal remedies available
under existing law and allows a person to
withdraw, by written notice, their request for
review.
8. Requires the ombudsperson to provide a
report to the Legislature containing specified
information by January 1, 2021, and every
year thereafter.
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07/02/19 - In
committee. Set, first
hearing. Failed
passage. Reconsideration granted.
5/24/19 - In Senate.
The bill applies to
denials by state
agencies. The
California News
Publishers (CNPA)
believe this would
inappropriately limit the
application of the bill.
Per CNPA, local
agencies process (and
deny) far more CPRA
requests than state
agencies but would not
be subject to this bill.
While the author does
not object to expanding
the reach of the bill, the
author chooses to
initially limit the
Ombudsperson
program to state
agencies so that the
program can be
implemented in a more
feasible manner.
This author-sponsored
bill, that previously
passed the Assembly
Accountability and
Administrative Review
Cmte. by a vote of 7-0,
is supported by the
Greater Bakersfield
Chamber of Commerce
and the Kern County
Taxpayers Association.
CNPA would support
the bill if it were
amended to apply to
local agencies.

Bill No./
Initiative
(Version)/

Author

Summary

Status

Introduced
Statewide Legislation: 2019-2020 (cont'd)
AB 992
(02/21/19)

Mullin

AB-992 Open meetings: local agencies:
social media
The Ralph M. Brown Act generally requires that
the meetings of legislative bodies of local
agencies be conducted openly. That act defines
"meeting" for purposes of the act and expressly
excludes certain activities from the application
of the act.
This bill would provide that the act does not
apply to the posting, commenting, liking,
interaction with, or participation in, internetbased social media platforms that are
ephemeral, live, or static, by a majority of the
members of a legislative body, provided that a
majority of the members do not discuss among
themselves business of a specific nature that is
within the subject matter jurisdiction of the
legislative body of the local agency.
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05/01/19 - In Cmte.:
Set, first hearing.
Failed passage.
Reconsideration
granted.

Bill No./
Initiative
(Version)/
Introduced

Author

Summary

Status

Statewide Legislation: 2019-2020 (cont'd)
AB 1116
(02/21/19)

Grayson

AB-1116 Firefighters: peer support.

10/01/19 – Approved
by the Governor.
This bill creates the Firefighter Peer Support and Chaptered by
Secretary of State.
Crisis Referral Services Pilot Program; and,
Chapter 388, Statutes
of 2019.
1. For purposes of the act, defines a "peer
09/13/19 - In Assembly.
support team" as a team composed of
05/30/19 – In Senate.
emergency service personnel, as defined,
hospital staff, clergy, and educators who have
* Information may be
been appointed to the team by a Peer Support
disclosed if the
Labor-Management Committee, as defined,
emergency service
and who have completed a peer support
personnel or the legal
training course developed and delivered by the
representative of the
California Firefighter Joint apprenticeship
emergency service
Committee, as specified.
personnel expressly
2. Provides that a communication made by
agrees in writing that
emergency service personnel or a peer support
the emergency service
team member while the peer support team
personnel
member provides peer support services, as
communication may
defined, is confidential and would prohibit
be disclosed.
disclosure of such a communication in a civil,
administrative, or arbitration proceeding, except
under limited circumstances, including, among
others, when disclosure is reasonably believed
to be necessary to prevent death, substantial
bodily harm, or commission of a crime, or when
disclosure is reasonably believed to be required
pursuant to the peer support policy, as specified.
3. Provides that except for an action for medical
malpractice, a peer support team member
providing peer support services as a member of
a peer support team is not liable for damages,
as specified, relating to an act, error, or omission
in performing peer support services, unless the
act, error, or omission constitutes gross
negligence or intentional misconduct.
4. Provides that a communication made by
emergency service personnel to a crisis hotline
or crisis referral service, as defined, is
confidential and shall not be disclosed in a civil,
administrative, or arbitration proceeding, except
as specified.
5. Remains in effect until January 1, 2025.
6. Extends the confidentiality provisions beyond
the sunset date of January 25, 2025, as specified.

17

Bill No. I
Initiative
(Version)/
Introduced

Summary

Author

Status

Statewide Legislation: 2019-2020 (cont'd)
AB 1117
(02/21/19)

Grayson

AB-1117 Peace officers: peer support.
This bill creates the Peace Officer Peer Support
and Crisis Referral Services Pilot Program; and,
1. For the purposes of the act, defines a "peer
support team" as a team composed of
emergency service personnel, as defined,
hospital staff, clergy, and educators who have
been appointed to the team by a Peer Support
Labor-Management Committee, as defined, and
who have completed a peer support training
course, as specified.
2. Provides that a communication made by
emergency service personnel or a peer support
team member while the peer support team
member provides peer support services, as
defined, is confidential and would prohibit
disclosure of such a communication in a civil,
administrative, or arbitration proceeding, except
under limited circumstances, including, among
others, when disclosure is reasonably believed to
be necessary to prevent death, substantial bodily
harm, or commission of a crime, or when
disclosure is reasonably believed to be required
pursuant to the peer support policy, as specified.
3. Provides that except for an action for medical
malpractice, a peer support team member
providing peer support services as a member of
a peer support team is not liable for damages, as
specified, relating to an act, error, or omission in
performing peer support services, unless the act,
error, or omission constitutes gross negligence or
intentional misconduct.
4. Provides that a communication made by
emergency service personnel to a crisis hotline
or crisis referral service, as defined is confidential
and shall not be disclosed in a civil,
administrative, or arbitration proceeding, except
as specified.
5. Remains in effect until January 1, 2025.
6. Extends the confidentiality provisions beyond
the sunset date of January 25, 2025, as
specified.
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09/23/19 - Enrolled
and presented to
the Governor at
3:30 p.m.
09/10/19 - In
Assembly.
05/30/19 - In Senate

* Information may be
disclosed if the
emergency service
personnel or the
legal representative
of the emergency
service personnel
expressly agrees in
writing that the
emergency service
personnel
communication may
be disclosed.

Bill No./
Initiative
(Version)/
Introduced

Author

Summary

Status

Statewide Legislation: 2019-2020 (cont'd)
SJR 3
(03/04/19)

Wilk

SB 30
(12/03/18)

Weiner

SJR-3 Social Security

This measure would request the Congress of the
United States to enact, and the President to sign,
legislation that would repeal the Government
Pension Offset and the Windfall Elimination
Provision from the Social Security Act.
SB-30 Domestic Partnership

This bill would,
1. Remove the requirement that persons be of the
same sex or of the opposite sex and over 62 years
of age in order to enter into a domestic
partnership;
2. Expand the exemption from paying the charge
of $23 to all persons filing a domestic partner
registration when one or both of the domestic
partners is 62 years of age or older (present
exemption applies when one or both meet
eligibility criteria for federal old age insurance
benefits);
3. Require the Secretary of State make forms,
"Declaration of Domestic Partnership" and "Notice
of Termination of Domestic Partnership" available
at its office or on its internet website; and,
4. Require the instructions to the Declaration of
Domestic Partnership to include an explanation
that registered domestic partners have the same
rights, protections, and benefits, and are subject to
the same responsibilities, obligations, and duties
under law as are granted to and imposed upon
spouses, and an explanation of how to terminate
a registered domestic partnership.
5. This bill would also make various technical and
conforming changes.
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08/19/19 - Chaptered
by Secretary of State.
Res. Chapter 129,
Statutes of 2019.
08/13/19 – In Senate.
05/07/19 – In
Assembly.
07/30/19 – Approved
by the Governor.
Chaptered by
Secretary of State.
Chapter 135, Statutes
of 2019.
07/01/19 – In Senate.
04/25/19 – In
Assembly.

Bill No./
Initiative
(Version)/
Introduced

Author

Summary

Status

Statewide Legislation: 2019-2020 (cont'd)
SB 343
(02/19/19)

Pan

SB-343 Health Care Data Disclosure
This bill,
1) Eliminates provisions in existing health plan rate
filings that permit a health plan that exclusively
contracts with no more than two medical groups in the
state to provide or arrange for professional medical
services for plan enrollees to disclose specified
information and instead requires existing health plan
rate filing disclosures to apply. 2) Requires [Kaiser
Permanente] KP Hospitals to file the following annual
financial data with the Office of Statewide Health
Planning and Development (OSHPD) on the facility
level, rather than at the group level: a) A statement of
income, expenses, and operating surplus or deficit for
the annual fiscal period, and a statement of ancillary
utilization and patient census; and, b) A statement
detailing patient revenue by payer, including, but not
limited to, Medicare, Medi-Cal, and other payers, and
revenue center. 3) Requires OSHPD, on or before
July 1, 2021, to promulgate regulations as necessary
to implement the requirements in 2) above, and
specifies that KP must comply with the reporting
requirements once OSHPD issues the regulations. 4)
Eliminates other KP-specific provisions in OSHPD
hospital reporting requirements, including eliminating
KP's exemption from having to report revenues by
revenue center, and eliminating the ability of KP to
provide the following data on a group basis instead of
by individual institution for the required quarterly
summary financial and utilization data reports: a)
Total operating expenses; b) Total inpatient gross
revenues by payer, including Medicare, Medi-Cal,
county indigent program, other third parties, and other
payers; c) Total outpatient gross revenues by payer;
d) Deductions from revenue in total and by
component, including contractual adjustments, bad
debts, charity care, restricted donations and subsidies
for indigents, support for clinical teach, teaching
allowances, and other deductions; e) Total net patient
revenues by payer; f) Other operating revenue; and,
g) Nonoperating revenue net of
nonoperating expenses.
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09/05/19 – Approved
by the Governor.
Chaptered by
Secretary of State.
Chapter 247, Statutes
of 2019.
08/22/19 - In Senate.
05/07/19 – In
Assembly.

Bill No./
Initiative
(Version)/
Introduced

Author

Summary

Status

Statewide Legislation: 2019-2020 (cont'd)
SB 542
(02/22/19)

Stern

SB 749
(02/22/19)

Durazo

SB-542 Workers' Compensation
This bill would provide that in the case of certain state
and local firefighting personnel and peace officers, the
term "injury" also includes a mental health condition or
mental disability that results in a diagnosis of posttraumatic stress or mental health disorder that
develops or manifests itself during a period in which
the firefighting member or peace officer is in the
service of the department or unit. These provisions
would apply to claims for benefits filed or pending on
or after January 1, 2017.
SB-749 California Public Records Act: trade
secrets
Section 1. Section 6254.34 is added to the Government Code.
6254.34.
(a) Notwithstanding any other law, or effort to
maintain their secrecy, the following records that are
prepared, owned, used, or retained by a public
agency are public records for the purposes of this
chapter and are not trade secrets:
(1) Records of wages, benefits, working hours,
and other employment terms and conditions
of employees working for a private industry
employer, or a subcontractor of a private
industry employer, pursuant to a contract with
a state or local agency.
(2) records of compliance with domestic content
requirements specified in Section 5323(j) of
Title 49 of the United States Code, or with any
state or local law mandating domestic content
in state or local agency procurement or
limiting or prohibiting the use of articles,
materials, or supplies mined, produced, or
manufactured in foreign countries.,
(3) Records of a private industry employer's
compliance with job creation, job quality, or
job retention obligations in a contract or
agreement with a state or local agency or
pursuant to a state or local law.
(b) This section does not require the disclosure of the
name and other personal identifying information of an
employee that is exempt from disclosure pursuant to
this chapter.
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10/01/19 – Approved by
the Governor. Chaptered
by Secretary of State.
Chapter 390, Statutes of
2019.
09/10/19 - In Senate.
05/22/19 - In Assembly.

09/13/19 - Ordered to
inactive file on request
of Assembly Member
Calderon.
5/30/19 - In Assembly.

Bill No./
Initiative
(Version)/
Introduced

Author

Summary

Status

Federal Legislation - 116th Congress: 2019-2020
H.Res 59

Lesko

(01/17/19)

H.R.141

Davis

(01/03/19)

H.Res.59 - Expressing the sense of the House
of Representatives that Medicare and Social
Security provide an essential benefit for current
enrollees and should be strengthened for future
generations.
H.R.141 - Social Security Fairness Act of 2019
To amend Title II of the Social Security Act to
repeal the Government Pension Offset and
Windfall Elimination Provision.

03/01/19 - Referred to
the Subcommittee on
Social Security.
01/31/19 - Referred to
the Subcommittee on
Social Security.

The amendments made by this Act shall apply
with respect to monthly insurance benefits payable
under Title II of the Social Security Act for months
after December 2019. Notwithstanding section
215(f) of the Social Security Act, the
Commissioner of Social Security shall adjust
primary insurance amounts to the extent
necessary to take into account the amendments
made by section 3.
H.R.748
(01/24/19)

Courtney

H.R.748 - Middle Class Health Benefits Tax
Repeal Act of 2019
This bill repeals the excise tax (a.k.a. "Cadillac
tax") on employer-sponsored health care coverage
for which there is an excess benefit (high-cost
plans). The repeal applies to taxable years
beginning after December 31, 2019.

H.R.1007
(02/06/19)

Kind

H.R.1007 - Retirement
Savings Act of 2019

Enhancement

and

To amend the Internal Revenue Code of 1986 to
encourage retirement savings, and for other
purposes.
This bill modifies requirements for tax-favored
retirement savings accounts, employer-provided
retirement plans, and retirement benefits for
federal judges.
With respect to Individual Retirement Accounts
(IRAs), the bill repeals the maximum age for
traditional IRA contributions. The bill also modifies
various tax provisions to reinstate and increase the
tax exclusion for benefits provided to volunteer
firefighters and emergency medical responders.
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07/22/19 - Read the
second time. Placed
on Senate Legislative
Calendar under
General Orders.
Calendar No. 157.
07/18/19 – Received in
the Senate.
02/06/19 - Referred to
the Cmte. on Ways and
Means, and in addition to
the Cmte. on Education
and Labor.

Bill No./
Initiative
(Version)/

Author

Summary

Status

Introduced
Federal Legislation - 116th Congress: 2019-2020 (cont'd)
H.R.1346
(02/25/19)

Higgins

H.R.1346 - Medicare Buy-In and Health Care
Stabilization Act of 2019
To amend Title XVIII of the Social Security Act to
provide for an option for individuals who are ages
50 to 64 to buy into Medicare, to provide for health
insurance market stabilization, and for other
purposes.

H.R.1384
(02/27/19)

Jayapal

H.R.1384 - Medicare for All Act of 2019
This bill establishes a national health insurance
program that is administered by the Department of
Health and Human Services (HHS).
The program must (1) cover all U.S. residents; (2)
provide for automatic enrollment of individuals
upon birth or residency in the U.S.; and cover
items and services that are medically necessary or
appropriate to maintain health or to diagnose,
treat, or rehabilitate a health condition, including
hospital services, prescription drugs, mental health
and substance abuse treatment, dental and vision
services, and long term care.
This bill prohibits cost-sharing (e.g., deductibles,
coinsurance, and copayments) and other charges
for covered services. Additionally, private health
insurers and employers may only offer coverage
that is supplemental to, and not duplicative of,
benefits provided under the program.
Health insurance exchanges and specified federal
health programs terminate upon program
implementation. However, the program does not
affect coverage provided through the Department
of Veterans Affairs or the Indian Health Service.
The bill also establishes a series of implementing
provisions relating to (1) health care provider
participation; (2) HHS administration; and (3)
payments and costs, including the requirement
that HHS negotiate prices for prescription drugs.
Individuals who are age 18 or younger, age 55 or
older, or already enrolled in Medicare may enroll in
the program starting one year after enactment of
this bill; other individuals may buy into the program
at this time. The program must be fully
implemented two years after enactment.
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02/26/19 - Referred to
the Subcommittee on
Health.

03/13/19 - Sponsor
introductory remarks on
measure.

Bill No./
Initiative
(Version)/
Introduced

Author

Summary

Status

Federal Legislation - 116th Congress: 2019-2020 (cont'd)
H.R.1994
(03/29/19)

Neal

H.R.1994 - Setting Every Community Up for
Retirement Enhancement (SECURE) Act of 2019

06/03/19 - Received in
the Senate.

To amend the Internal Revenue Code of 1986 to
encourage retirement savings, and for other
purposes.
This bill modifies the requirements for employerprovided retirement plans, individual retirement
accounts (IRAs), and other tax-favored savings
accounts.
H.R.2126
(04/08/19)

Babin

H.R.2126 - State and Local Pensions
Accountability and Security Act.

To prohibit the Secretary of the Treasury and the
Board of Governors of the Federal Reserve System
from providing bailouts or other financial assistance
to a pension plan of a State or political subdivision
thereof, and for other purposes.
H.R.2452
(05/01/19)

Delaura

H.R.2452 - Medicare for America Act of 2019

To amend the Social Security Act to establish a
Medicare for America health program to provide
for comprehensive health coverage for all
Americans.
SEC. 2201. Establishment: The Secretary shall
establish a public health insurance program, to be
known as 'Medicare for America', which shall for
calendar year 2023 and each subsequent
calendar year provide comprehensive health
benefits in accordance with this part to individuals
enrolled for coverage under this title.
SEC. 2202. Eligibility; automatic enrollment.
(a) Eligible individuals. - For purposes of this
title, every individual who is(1) a resident of the United States or a territory of
the United States;
(2) an individual who is lawfully present, as
defined in section 152.2 of Title 45 of the Code of
Federal Regulations; or
(3) an individual who would be eligible for coverage
under a State Medicaid plan pursuant to section
1903(v) (as such section was in effect as of the date
of the enactment of this title).
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04/08/19 - Referred to
the Cmte. on Education
and Labor, and in
addition to the Cmte. on
Financial Services.

05/31/19 - Referred to
the Subcommittee on
Courts, Intellectual
Property, and the
Internet.

Bill No./
Initiative
(Version)/
Introduced

Author

Summary

Status

Federal Legislation - 116th Congress: 2019-2020 (cont'd)
H.R.4527
(09/26/19)

Malinowski

S.2552
(09/26/19)

Brown

09/26/19 - Referred to
the Committee on
Ways and Means, and
The bill would provide an early option for retired in addition to the
qualified first responders (firefighter, police or EMT) Committee on Energy
to buy into Medicare (Parts A, B and D) between the and Commerce
ages of 50-64.
H.R.4527 – Expanding Health Care Options
for Early Retirees Act

An individual enrolled under this section is entitled to
the same benefits (and shall receive the same
protections) under this title as an individual who is
entitled to benefits under part A and enrolled under
parts B and D, including the ability to enroll in a
Medicare Advantage plan that provides qualified
prescription drug coverage (an MA–PD plan).
The requirements for eligibility are the following: A)
the individual is a resident of the United States; B) a
citizen or national of the United States or an alien
lawfully admitted for permanent residence; C) not
otherwise entitled to benefits under part A or eligible
to enroll under part A or part B; D) has attained 50
years of age but not attained 65 years of age; and,
E) is a qualified first responder (as defined in
paragraph (4)(B)).
S.433
(02/11/19)

Collins

S.433 - Home Health Payment Innovation Act
of 2019

02/11/19 - Read twice
and referred to the
Cmte. on Finance.

A bill to amend title XVIII of the Social Security
Act to improve home health payment reforms
under the Medicare program.
S.470
(02/13/19)

Stabenow

S.470 - Medicare at 50 Act
A bill to amend Title XVIII of the Social Security
Act to provide for an option for any citizen or
permanent resident of the United States age 50
to 64 to buy into Medicare.

S.521
(02/14/19)

Brown

S.521 - Social Security Fairness Act
To amend Title II of the Social Security Act to
repeal the Government Pension Offset and
Windfall Elimination Provision.
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02/13/19 - Read twice
and referred to the
Cmte. on Finance.

02/14/19 - Read twice
and referred to the
Cmte. on Finance.

Bill No./
Initiative
(Version)/
Introduced

Author

Summary

Status

Federal Legislation - 116th Congress: 2019-2020 (cont'd)
S.710
(03/07/19)

Toomey

S.710 - Social Security Fairness for

Firefighters and Police Officers Act
A bill to exempt firefighters and police officers from
the Government Pension Offset and Windfall
Elimination Provision under the Social Security
Act.

S.1033
(04/04/19)

Whitehouse

S.1033 - Consumer Health Options and

Insurance Competition Enhancement Act
A bill to amend the Public Health Service Act to
establish a public health insurance option, and for
other purposes.

S.1129
(04/10/19)

Sanders

S.1435
(05/13/19)

Young

S.1129 - Medicare for All Act of 2019
A bill to establish a Medicare-for-all national health
insurance program.
S.1435 - Commission on Retirement Security Act of
2019
A bill to establish a commission for the purpose of
studying the issue of retirement security.
(1) Conduct a comprehensive study of the state of
retirement security in America, which shall include(A) a comprehensive review of private benefit
programs existing in the United States, with a
particular focus on the historical movement from
defined benefit to defined contribution models;
(B) a comprehensive review of private retirement
coverage, individual and household account balances,
investment trends, costs and net returns, and retention
and distribution during retirement;
(C) a comprehensive review of societal trends, including
wage growth, economic growth, unique small business
challenges, serial employment, gig economy, health
care costs, life expectancy, and shrinking household
size, that could lead
future generations to be less financially secure in
retirement compared to previous generations; and,
(D) a comprehensive review of other countries'
retirement programs; and,
(2) Submit to Congress recommendations on how to
improve or replace existing private retirement
proqrams.
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03/07/19 - Read
twice and referred
to the Cmte. on
Finance.

04/04/19 - Read
twice and referred to
the Cmte. on Health,
Education, Labor,
and Pensions.
04/10/19 - Read
twice and referred to
the Cmte. on
Finance.
05/13/19 - Read
twice and referred to
the Cmte. on Health,
Education, Labor,
and Pensions.

Bill No./
Initiative
(Version)/
Introduced

Author

Summary

Status

Federal Legislation - 116th Congress: 2019-2020 (cont'd)
S. 2046
(06/27/19)

Peters

S. 2046 - Protect Health Care for Retired Public
Safety Officers Act of 2019
This bill seeks to amend the Homeland Security
Act of 2002 to protect the health care benefits of
retired public safety officers, and for other
purposes.

06/27/19 - Read twice
and referred to the
Cmte. on Homeland
Security and Governmental Affairs.

The term ‘public safety officer’ means an employee
of a public agency— who is a law enforcement
officer, firefighter, or an emergency medical
services responder; and whose conditions of
employment are determined in accordance with a
collective bargaining agreement.
S.2155
(07/17/19)

Warren

S.2155 - Stop Wall Street Looting Act
To require the Securities and Exchange
Commission to issue rules requiring private funds
to publicly disclose certain information, and for
other purposes.
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07/17/19 - Read twice and
referred to the Cmte. on
Finance.

NEW PROJECTS
NEW LAFPP BUSINESS HOURS
To improve customer service and to meet the needs of members, LAFPP will change the
business hours beginning January 1, 2020. The current business hours, to serve
members both in person and via telephone, are 8:00 a.m. – 5:00 p.m. Beginning January
1, 2020, the business hours will change to 7:30 a.m. – 4:30 p.m.
This change was based on surveying approximately 12,500 Active members, with a
statistically representative 4 % response rate. Based on the survey responses, over 51%
preferred the new hours, 37% were neutral to the question, while only 12% indicated no
changes were needed. Further, this change is warranted by staff’s experience over time.
Specifically, staff have been opening for business at 7:30 a.m. due to so many members
arriving prior to 8:00 a.m. Rather than having members wait around until the official
business hours begin at 8:00 a.m., staff have been accommodating them by opening
early. This is reflected in the front desk logs of member visits dating back to January
2018 where 159 members were served prior to 8:00 a.m. compared with 28 members
who arrived after 4:00 p.m.
Staff is developing a communications plan to ensure members are aware of the new
business hours prior to January 1, 2020. This communications plan will include: working
with the unions to spread the word, notifying the L.A. Retired Fire and Police Association,
posting the change on the LAFPP social media platforms, updating the website to include
a “pop-up” window when visiting LAFPP.com, inserting a message on pension checks,
and including an article in upcoming Newsletters.
This change will also benefit some staff who prefer to have an earlier end of shift for a
variety of reasons, including childcare, spending more time with their families and running
errands after work.
WORKFORCE SUCCESSION PLANNING – CROSS-TRAINING PILOT PROGRAM
Fiscal Year 2019-20 Business Plan Project No. 12 – Workforce Succession Planning –
expands on the prior FY Business Plan project with a new focus on developing and
implementing a cross-training pilot program for LAFPP employees. Our first milestone by
December 31, 2019, was to develop goals and selection criteria, identify sections /
positions to participate in pilot program, and begin the pilot program. To that end, the
cross-training team met on August 8, 2019, and established our goal to cross train two
employees across two sections over a span of three months to prepare employees for
promotional opportunities and gain valuable pensions related experience. At the October
23, 2019 meeting, the team will discuss and make a decision on final selection criteria
and which sections / positions will participate in the pilot program. We are currently on
target to reach our milestone of having the pilot program up and running by the end of
this year.
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‘SIDE A’ DIRECTOR’S AND OFFICER’S (D&O) LIABILITY INSURANCE
While the City is statutorily required to indemnify Board members and staff acting in a
fiduciary capacity, there are instances where the City can choose to not indemnify thereby
obliging Board members or staff to defend themselves at their own expense. The City is
not required to provide a legal defense to Board members or staff if:
•
•
•
•

The defense would create a conflict of interest with the City; or
The act or omission involved is not within their scope of duties; or
The Board member or staff acted or failed to act because of actual fraud,
corruption, or malice; or
Criminal actions have been brought against the Board member or staff.

The California Government Code allows for pension boards to purchase liability insurance
to bridge the risk exposure gap in cases where the City does not indemnify. In 2015, the
Board authorized the General Manager to purchase an annual ‘Side A’ Director’s and
Officer’s (D&O) liability insurance policy to cover only Board members and key executive
staff. The LAFPP Side A D&O insurance policy is liability insurance payable to the Board
members and key staff to cover defense costs and losses up to $10 million, in
circumstances when the City chooses to not indemnify. The current policy covers the term
12/23/18 to 12/23/19 and was purchased for $34,500 (basic premium), which reflects an
increase of $1,000 from the initial purchase for the 12/23/15 to 12/23/16 coverage period.
The current policy also includes a Renewal Guarantee Endorsement which is set to
automatically renew on 12/23/19. In the 2019-20 LAFPP Budget, the Board authorized
up to $40,000 for this insurance policy and staff expects the renewal at the same terms,
conditions and premium as the current policy. Staff will report to the Board when the
policy has been executed and the final cost.
As part of this insurance policy, a Waiver of Recourse endorsement is required that
protects the insured against recourse by the insurer. Without this endorsement, those
insured are not protected from personal liability. Staff expect the required endorsement
fee to total $25 per insured, which would have to be paid by the insured individuals and
not by System assets. Staff will collect this fee from the insured once the policy invoice
has been delivered to LAFPP.
UPDATED PROJECTS
PENSION ADMINISTRATION SYSTEM REPLACEMENT
The Board awarded the contract to Conduent (formerly Xerox) on May 21, 2015 and
implementation of the project began in July 2015. The new system that is being developed
was later named PARIS (Pension and Retirement Information System). For the last
couple of years, staff has worked with the Conduent team to setup the hosting
environment, confirm and document the various specifications for PARIS, and deliver in
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phases, newly developed system functionality for testing and validation by LAFPP staff.
The major system functionalities delivered include Core Calculations for Service
Retirement, DROP, Disability, and Terminations as well as Secondary Calculations
involving Service Purchases, Enrollment, Deaths, and QDROs. All discrepancies and
defects were logged and addressed for resolution and re-testing.
[UPDATE: PARIS has successfully processed its ninth monthly Pension Roll. The Project
Team continues to assess the major processes/functionality and reports to identify those
that are not properly working and need to be fixed. A comprehensive list of functionality
fixes along with the previously identified functionality intentionally deferred after Phase
4A Go-Live is being compiled and prioritized in order to address them in the upcoming
Post Support builds.
Due to the number and complexity of identified issues, it has now been determined that
these needed fixes will be prioritized over the Phase 4B work (delivery, testing and
implementation of additional system functionality for DocuShare and Workflow
integration). As such, staff is recommending that the Milestone be pushed back to June
30, 2020 in the First Quarter Update for the 2019-20 Business Plan report, also on today’s
Board Agenda.]
UNCHANGED PROJECTS
DEPARTMENT PHONE TREE
Fiscal Year 2019-20 Business Plan Project #9 – Department-wide Business Process
Improvement – involves the identification and implementation of operational best
practices based on insights gained from the pension administration benchmarking
process and results for the period ending June 30, 2019. One such insight is the use of
an interactive voice response (IVR) phone system in order to provide members more
immediate access to a knowledgeable representative who can best answer their
questions. LAFPP had considered this feature when moving into Neptune and opted to
maintain a human receptionist as the first point of contact to provide members a personal
touch. LAFPP has since reconsidered and implemented a phone tree in the department's
phone system. It is a low-cost process improvement that staff was able to implement
within a short period of time. The phone tree is intended to provide our members with the
option of reaching their pension section of choice, without having to dial the section's
extension and without being transferred from the front desk receptionist. Members will
also have the option of leaving voice messages for various sections during non-business
hours.
CREATION OF TWO NEW CLASSIFICATIONS – BENEFITS ANALYST & SENIOR
BENEFITS ANALYST
LAFPP began the effort to create two new classifications to bridge the gap between the
existing classifications of Benefits Specialist and Chief Benefits Analyst. This effort is
consistent with Goal 5 of the 2019-21 Three-Year Strategic Plan, Build and Support A
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Talented Workforce, by establishing a career ladder in the Benefits series that would
provide advancement opportunity and help retain our employees. On September 27,
2018, the Board of Civil Service Commissioners officially approved the creation of the
new classes and class specifications for Benefits Analyst (Class Code 9108) and Senior
Benefits Analyst (Class Code 9109). On December 6, 2018, the Personnel Department
notified the Office of the City Administrative Officer (CAO) of the creation and requested
that they establish a salary for the new classes. On June 14, 2019, the Executive
Employee Relations Committee (EERC) established the salaries for the new
classifications. On August 30, 2019, the City Council approved the creation of the two
new classifications. The next step in the process is for Employee Relations Board to list
the classifications for possible accretion by a labor organization. It is anticipated that
Personnel Department staff will meet with LAFPP and LACERS staff who qualify to be
found legally employed in the new classifications in January 2020.
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DEPARTMENT OF FIRE AND POLICE PENSIONS
BUDGET TO ACTUAL - RECEIPTS AND EXPENSES

As of September 30, 2019 (25% of year)

(A)

(B)

(C)

(D)

(E)

DIFFERENCE

BUDGET

(UNDER)/OVER

VARIANCE

ACTUAL

YEAR END

PROJECTED

%

YEAR TO DATE

PROJECTIONS

(C - A = D)

(D / A = E)

RECEIPTS
General Fund1

$

Less: Excess Benefit Plan1
Special Fund (Harbor)
Special Fund (Airport)

705,075,973

-

0%

(2,095,442)

$

705,075,973
(2,095,442)

$

705,075,973
(2,095,442)

-

0%

5,183,156

5,183,156

5,183,156

-

0%

1,687,886

1,687,886

1,687,886

Member Contributions2, 6

155,938,944

39,844,782

150,002,801

Earnings on Investments

468,900,000

143,382,839

468,900,000

1,500,000

63,281

253,124

Miscellaneous3
Total Receipts

$

(5,936,143)
-

$

1,336,190,517

$

893,142,475

$

1,329,007,498

$

$

710,000,000

$

178,523,915

$

715,395,974

$

0%
-4%
0%

(1,246,876)

-83%

(7,183,019)

-1%

EXPENSES
Service Pensions

5,395,974

1%

Service Pensions - DROP payout

162,192,000

27,082,358

149,547,593

(12,644,407)

-8%

Disability Pensions

113,000,000

27,973,994

111,725,465

(1,274,535)

-1%

Surv. Spouse/Domestic Partner Pensions

132,000,000

33,778,822

135,127,570

3,127,570

3,900,000

791,854

3,124,195

Minor/Dependent Pensions
Refund of Contributions

4,500,000
$

Subtotal Pension Benefits

1,125,592,000

1,237,796
$

269,388,739

4,951,184
$

1,119,871,981

$

2%

(775,805)

-20%

451,184

10%

(5,720,019)

-1%
-1%

Health Insurance Subsidy

127,000,000

31,604,707

126,321,526

(678,474)

Dental Insurance Subsidy

4,650,000

1,098,904

4,385,182

(264,818)

-6%

Medicare Reimbursement

15,500,000

2,914,113

11,380,071

(4,119,929)

-27%

1,300,000

312,513

1,250,052

(49,948)

-4%

Health Insurance Reimbursement
Subtotal Health Benefits
Total Benefits Expenses

$

148,450,000

$

35,930,237

$

143,336,831

$

(5,113,169)

-3%

$

1,274,042,000

$

305,318,976

$

1,263,208,812

$

(10,833,188)

-1%

Investment Management Expenses
Administrative Expenses

4

$

Total Expenses

RECEIPTS OVER EXPENSES

5

$

106,908,329

12,073,432

106,908,329

22,498,810

9,842,769

22,389,847

1,403,449,139
(67,258,622)

$

327,235,177

$

$

565,907,298

$

1,392,506,988
(63,499,490)

-

0%

(108,963)

0%

$

(10,942,151)

-1%

$

(3,759,132)

YTD

PENSION PAYROLL

$

CURRENT

MOVING

MONTH

AVERAGE

98,660,276

$

101,360,393

1

Represents the City of Los Angeles General Fund Annual Required Contribution, including the amount earmarked to pay excess benefits and associated administrative costs in
compliance with IRC Section 415. In 2019-20, available funds totaling $175,024 from the prior fiscal year will be re-appropriated to the current year Excess Benefit Plan (EBP) fund
budgeted at $2,095,442. Since the EBP revenue is not transferred to LAFPP, it is excluded from the department's total revenue.
2

Includes 2018-19 Pay Period 26 and up to 2019-20 Pay Period 6. Revenue from member buybacks is classified as Member Contributions effective Fiscal Year 2019.

3

Reflects miscellaneous administrative fees.

4

Actual Year-to-Date reflects Year-to-Date commitments (encumbrances) and expenditures.

5

Figures may be rounded.
Inclusive of the City of Los Angeles Tier 5 Defrayal Costs for Tier 5 members' purchase of service credit or pay back of missed contributions for service periods between January 1,
2002 and June 30, 2006. It is anticipated that the City will re-appropriate available funds totaling $26,193 to LAFPP current year Member Contributions fund budgeted at
$155,938,944.
6
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DEPARTMENT OF FIRE AND POLICE PENSIONS
BUDGET TO ACTUAL - ADMINISTRATIVE AND INVESTMENT MANAGEMENT EXPENSES
As of September 30, 2019 (25% of year)
ADMINISTRATIVE EXPENSE

ACCOUNT TITLE

Salaries-General2

(A)

(B)

(C)

(D)

(E)

(F)

ADOPTED
BUDGET

BUDGET
CHANGES

ADJUSTED
BUDGET
(A + B = C)

YEAR TO DATE
TOTAL
COMMITTED

REMAINING
BALANCE
(C - D = E)

YR END
PROJECTED
EXPENSES

(G)
(H)
DIFFERENCE
(UNDER)/OVER VARIANCE
%1
PROJECTED
(F - C = G)
(G / C = H)

12,215,000

-

12,215,000

2,365,151

9,849,849

12,313,000

98,000

1%

41,400

-

41,400

25,918

15,482

107,000

65,600

158%

2

68,100

-

68,100

15,542

52,558

77,000

8,900

13%

Printing & Binding

63,600

-

63,600

63,600

-

63,600

-

0%

162,400

-

162,400

39,973

122,427

118,000

3,972,833

-

3,972,833

2,077,056

1,895,777

3,972,833

-

0%

6,000

-

6,000

1,250

4,750

6,000

-

0%

Medical Services

320,000

-

320,000

320,000

-

320,000

-

0%

Health Insurance

1,420,000

-

1,420,000

1,420,000

-

1,289,000

Dental Insurance

60,000

-

60,000

60,000

-

60,000

Other Employee Benefits

40,000

-

40,000

40,000

-

36,000

3,210,414

-

3,210,414

3,197,623

12,791

3,210,414

-

0%

177,000

-

177,000

-

177,000

177,000

-

0%

45,000

-

45,000

38,295

6,705

62,000

17,000

38%

662,063

-

662,063

178,361

483,702

543,000

(119,063)

-18%

-

-

-

-

-

-

-

0%

35,000

-

35,000

-

35,000

35,000

-

0%

-

-

-

-

-

-

-

0%

Salaries-As-Needed2
Overtime

Travel
Contractual Services
Transportation

Retirement Contribution
Medicare Contribution
Election
Office & Administrative
Furniture, Office & Tech.
Tuition Reimbursement
Unappropriated Balance
TOTAL ADMINISTRATIVE
EXPENSES

TOTAL INVESTMENT
MANAGEMENT
EXPENSES
1
2

$

(44,400)

(131,000)
(4,000)

-27%

-9%
0%
-10%

22,498,810

$

-

$

22,498,810

$

9,842,769

$ 12,656,041

$ 22,389,847

$ (108,963)

0%

$ 106,908,329

$

-

$ 106,908,329

$

12,073,432

$ 94,834,897

$ 106,908,329

$

0%

Percentage difference between projected expenses and the adjusted budget.
Year-to-Date Committed includes 2018-19 Pay Period 26 and up to 2019-20 Pay Period 6.

33

-

DEPARTMENT OF FIRE AND POLICE PENSIONS
Active, Expired, and Upcoming Contracts
September 30, 2019
Contract Term

Contract

Vendor / Services

Board Authorization Date

Start Date

Expiration
Date

Marketing
Cessation
Start Date1

INVESTMENTS
08/01/19

New
Search
Date

Contract
Award /
Renewal
Date

Comments

SEARCH

Domestic Equity

tbd

tbd

SEARCH

Fixed Income

tbd

tbd

658PEN

AllianceBernstein, L.P.
(Commodities)
Northern Trust Company
(Custodian Bank)

10/01/16

09/30/19

10/01/16

09/30/19

Portfolio Advisors, LLC
(Private Equity - Specialized Manager)
Fairview Capital Partners
(Private Equity - Specialized Manager)

10/20/16

09/30/19

11/01/16

09/30/19

664PEN

Robeco Investment Management, Inc.
(Boston Partners) (Domestic Equity)

11/01/16

10/31/19

New Contract No. 736PEN is effective
11/01/19.

666PEN

Principal Real Estate Investors, LLC
(Global REIT Manager)

12/01/16

11/30/19

New Contract No. 739PEN is effective
12/01/19.

665PEN

Principal Real Estate Investors, LLC
(U.S. REIT Manager)

12/01/16

11/30/19

New Contract No. 740PEN is effective
12/01/19.

667PEN

AllianceBernstein, L.P.
(Domestic Equity)

01/01/17

12/31/19

07/16/19

Staff recommendation to the Board is
scheduled for 10/17/19.

669PEN

Harding Loevner
(International Emerging Markets)

02/01/17

01/31/20

08/20/19

Staff recommendation to the Board is
scheduled for 11/21/19.

671PEN

Northern Trust Investments, Inc.
(Domestic Equity)

02/01/17

01/31/20

08/20/19

Staff recommendation to the Board is
scheduled for 11/21/19.

670PEN

The Townsend Group
(Real Estate Consultant)

02/01/17

01/31/20

08/20/19

680PEN

FIS Group, Inc.3
(International Manager of Emerging Managers)

07/01/17

06/30/20

03/05/19

Staff recommendation to the Board is
scheduled for 11/21/19.
The Board approved termination of the
contract on 06/06/19.

675PEN

MacKay Shields, LLC
(Fixed Income - High Yield Bond)

07/01/17

06/30/20

679PEN

Los Angeles Capital Management and Equity
Research, Inc. (Domestic Equity)

08/01/17

07/31/20

678PEN

Payden & Rygel
(Unconstrained Fixed Income Manager)

08/01/17

07/31/20

677PEN

Scout Investments, Inc. - Reams Asset
Management Division
(Unconstrained Fixed Income Manager)
AllianceBernstein, L.P.
(Domestic Equity)
Westwood Management Corp.
(Domestic Equity)

08/01/17

07/31/20

10/01/17

09/30/20

10/01/17

09/30/20

690PEN

AEW Capital Management, L.P.
(Real Estate Separate Account Manager)

01/01/18

12/31/20

689PEN

Cohen & Steers Capital Management, Inc.
(Real Estate Investment Trust Manager
(Active))

01/01/18

12/31/20

688PEN

Dimensional Fund Advisors, LP
(International Emerging Markets)

01/01/18

12/31/20

692PEN

BlackRock Institutional Trust Company
(International Equity)

02/01/18

01/31/21

693PEN

AllianceBernstein, L.P.
(Global REIT)

03/02/18

02/28/21

694PEN

Baillie Gifford Overseas Limited
(International Equity)

03/01/18

02/28/21

698PEN

Principal Global Investors, LLC
(International Equity)

05/01/18

04/30/21

697PEN

Victory Capital Management, Inc. (Trivalent
Investments, a Victory Capital Investment
Franchise) (International Equity)

05/01/18

04/30/21

702PEN

Frontier Capital Management Company, LLC
(Domestic Equity)

07/01/18

06/30/21

695PEN

Gresham Investment Management
(Active Constrained Commodity Manager)

07/01/18

06/30/21

651PEN
662PEN
663PEN

681PEN
682PEN

tbd

08/01/19

Vendor/
Candidate
Finalist Date

tbd

Minimum Qualifications approved by the
Board on 08/01/19.
New search approved by the Board on
07/18/19.
09/05/19 New Contract No. 737PEN is effective
10/01/19.
New Contract No. 735PEN is effective
10/01/19.
New Contract No. 726PEN is effective
10/01/19.
New Contract No. 727PEN is effective
10/01/19.
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Contract Term

Contract

Vendor / Services

Start Date

Expiration
Date

Board Authorization Date

Marketing
Cessation
Start Date1

New
Search
Date

696PEN

Goldman Sachs Asset Management
(Enhanced Index Commodity Manager)

07/16/18

INVESTMENTS
07/15/21

706PEN

LM Capital Group, LLC
(Fixed Income)

09/01/18

08/31/21

710PEN

Channing Capital Management, LLC
(Domestic Equity)

10/01/18

09/30/21

711PEN

Loomis, Sayles & Co., LP
(Fixed Income)

10/01/18

09/30/21

712PEN

Boston Common Asset Management, LLC
(International Equity Emerging Manager)

10/01/18

09/30/21

716PEN

Semper Capital Management, L.P.
(Fixed Income)

10/01/18

09/30/21

717PEN

GIA Partners, LLC
(Domestic Fixed Income)

10/01/18

09/30/21

719PEN

PHOCAS Financial Corporation
(Domestic Equity)

10/01/18

09/30/21

718PEN

Northern Trust Investments, Inc.
(Fixed Income)

12/01/18

11/30/21

720PEN

Scout Investments, Inc. - Reams Asset
Management Division (Fixed Income)

12/01/18

11/30/21

722PEN

Glass, Lewis, & Co., LLC
(Proxy Voting Services)

01/01/19

12/31/21

725PEN

Portfolio Advisors, LLC
(Private Equity)

04/01/19

03/31/22

731PEN

AllianceBernstein, L.P.
(Domestic Equity)

06/21/19

05/31/22

729PEN

Palisade Capital Management, LLC
(Small Cap Equity) (Domestic Equity)

07/01/19

06/30/22

730PEN

Pacific Investment Management Company, LLC
(PIMCO) (Domestic Equity)

07/01/19

06/30/22

732PEN

Brandes Investment Partners, LP
(International Equity)

08/01/19

07/31/22

733PEN

Fisher Asset Management, LLC
(International Equity)

08/01/19

07/31/22

734PEN

Scout Investments, Inc. - Reams Asset
Management Division (Fixed Income - TIPS)

09/01/19

08/31/22

721PEN

RVK, Inc.
(General Investment Consultant)

03/01/19

02/29/24

641PEN

Haworth, Inc.
(HQ Furniture)

08/01/15

701PEN

Total Commercial Real Estate, Inc.
(Property Management Services - Neptune)

07/01/18

06/30/21

715PEN

Segal Select Insurance Services, Inc.
(Governmental Side-A D&O Insurance)

11/01/18

11/01/21

724PEN

DePasquale, Kelley & Company
(Property Tax Consultant)

01/17/19

01/16/22

676PEN

Iron Mountain Secure Shredding, Inc.
(Secure Document Shredding)

07/01/17

ADMINISTRATIVE SERVICES
06/30/20

683PEN

SkillPath
(Professional Development Training)

10/01/17

09/30/20

RFP

Health Law and Data Privacy

tbd

ADMINISTRATIVE OPERATIONS
12/31/20

Vendor/
Candidate
Finalist Date

Contract
Award /
Renewal
Date

Comments

The Board approved a two-year
extension to the current contract.
Consistent with the U.S. Communities
Government Purchasing Alliance Contract
No. 4400003402, LAFPP contract
extension will be through 12/31/20. The
amendment was executed on 01/03/19.

Contract will not be renewed.

CITY ATTORNEY'S OFFICE
tbd
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08/15/19 The Board selected Polsinelli, LLP, Foley
& Lardner, LLP, and a joint proposal with
Orrick Herrington & Sutcliffe LLP and
Hogan Marren Babbo & Rose, Ltd. The
Board approved a three-year contract for
each vendor, pending contract
negotiation.
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Active, Expired, and Upcoming Contracts
September 30, 2019
Contract Term

Contract

Vendor / Services

Start Date

Expiration
Date

Board Authorization Date

Marketing
Cessation
Start Date1

C-128402

Kutak Rock, LLP
(Outside Real Estate and Investment Counsel)

10/17/16

INVESTMENTS
10/16/19

C-128928

K&L Gates, LLP
(Fiduciary Counsel)

11/17/16

11/16/19

C-128926

Olson Hagel & Fishburn, LLP
(Fiduciary Counsel)

12/15/16

12/14/19

C-131108

Cohen Milstein Sellers & Toll, PLLC
(Securities Litigation Monitoring Services)

03/01/18

02/28/21

C-131109

Labaton Sucharow, LLP
(Securities Litigation Monitoring Services)

03/01/18

02/28/21

C-131110

Robbins Geller Rudman & Dowd, LLP
(Securities Litigation Monitoring Services)

03/01/18

02/28/21

C-131107

Nossaman, LLP
(Fiduciary Services)

03/19/18

03/18/21

C-132366

Ice Miller, LLP
(Outside Tax Counsel)

09/21/18

09/20/21

C-132426

Reed Smith, LLP
(Outside Tax Counsel)

09/21/18

09/20/21

C-128417

Nossaman, LLP
(Outside Real Estate and Investment Counsel)

09/17/16

07/31/21

C-132346

Cohen Milstein Sellers & Toll PLLC

08/02/18

C-121678

Reed Smith, LLP
(Legal Representation)

08/02/12

until
completion
until
completion

C-126107

Morgan Lewis & Bockius, LLP (Bingham)
(Tribune Shareholders Legal Representation)

03/01/12

648PEN

Four Square Financial Literacy Partners, Inc.
(Financial Planning Education)

12/03/18

723PEN

Cambridge Financial Partners, LLC
(Financial Counseling Services)

12/10/18

12/09/19

673PEN

Something Special
(Financial Planning Education Seminar Program
Catering Services)

03/16/17

03/15/20

685PEN

Digital Deployment, Inc.
(Website Design and Support Services)

10/05/17

10/04/20

728PEN

Firedrill
(Graphic Design Services)

06/06/19

06/05/22

RFP

Investigative Services Contractor

tbd

New
Search
Date

Vendor/
Candidate
Finalist Date

Contract
Award /
Renewal
Date

Comments

A two-year extension of the contract is
effective 08/01/19.

A two-year contract extension through
07/31/21 was executed on 09/19/19.

until
completion
COMMUNICATIONS & EDUCATION
12/04/19

Proposals due on 8/29/19. Evaluation in
progress.
Proposals due on 8/29/19. Evaluation in
progress.

06/20/19 Amendment 1 to contract 728PEN was
executed to correct contract term dates
of 06/06/19 - 06/05/22.

DISABILITY PENSIONS
tbd

08/15/19

The Board approved a three-year
contract with Argus West Investigative
Services. Contract execution is pending.

628PEN

CoventBridge (USA), Inc.
(Investigative Services Contractor)

09/15/15

09/14/19

Contract expired on 09/14/19 and will not
be renewed.

707PEN

U.S. Legal Support
(Court Reporting)

07/01/18

06/30/20

A one-year extension of the contract is
effective 07/01/19.

704PEN

ExamWorks, LLC
(Independent Medical Exam Services)

07/01/18

06/30/21

703PEN

QTC Medical Group, Inc.
(Independent Medical Exam Services)

07/01/18

06/30/21

660PEN

Simpson & Simpson Certified Public
Accountants
(Annual Financial Statements Audits)

07/19/16

INTERNAL AUDIT
07/17/20

668PEN

Keenan & Associates
(Health Consulting Services)

01/25/17

Los Angeles City Employee Retirement System
(Health and Dental Plan Subgroups)

01/01/18

12/31/20

USI Insurance Services
(Health Consulting Services)

06/07/18

06/06/21

Los Angeles Police Protective League
(Dental Insurance Administration)

07/01/18

06/30/23

N/A

705PEN
N/A

MEDICAL & DENTAL BENEFITS
01/24/20

Board approved to amend Appendix D on
8/15/19. Execution of amendment
pending LAPPL response.
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Contract Term

New
Search
Date

Vendor/
Candidate
Finalist Date

Contract
Award /
Renewal
Date

Contract

Vendor / Services

N/A

United Firefighters of Los Angeles City
(Medical and Dental Insurance Administration)

07/01/18

INVESTMENTS
06/30/23

N/A

Los Angeles Firemen's Relief Association
(Medical Insurance Administration)

07/01/18

06/30/23

N/A

Los Angeles Police Relief Association
(Medical and Dental Insurance Administration)

07/01/18

06/30/23

709PEN

Milliman, Inc.
(Actuarial Audit)

01/25/19

PENSIONS DIVISION
12/31/19

708PEN

The Segal Company (Western States), Inc.
(Actuarial Consulting Services)

07/01/18

06/30/21

611PEN

International Business Machines Corporation
(Disaster Recovery Services)

12/04/14

12/03/19

The contract was formerly awarded to
Verizon Terremark. The acquisition by
International Business Machines (IBM)
Corporation was effective on 09/01/17.
IBM contract extension through 12/03/19
was executed in December 2018.

616PEN

AT&T
(CALNET3 Phone)

11/15/13

06/30/20

The contract has been extended to
06/30/20 by the State of California.

617PEN

AT&T
(CALNET3 Data)

11/15/13

06/30/20

The contract has been extended to
06/30/20 by the State of California.

619PEN

Verizon
(CALNET3 Phone)

11/15/13

06/30/20

The contract has been extended to
06/30/20 by the State of California.

687PEN

Northern Trust Company
(Integrated Disbursement Services)

10/05/17

10/04/20

626PEN

Avenu Insights and Analytics, LLC.
(Pension Administration System Replacement
Project)

07/02/15

07/01/23

Start Date

Expiration
Date

Board Authorization Date

Marketing
Cessation
Start Date1

Comments

Board approved to amend Appendix D on
8/15/19. Execution of amendment
pending UFLAC response.

Amendment to Appendix C executed on
9/23/19.

SYSTEMS

Subscription Bridgewater Associates, Inc.
Agreements (TIPS and Pure Alpha)

The contract was formerly awarded to
Xerox State and Local Solutions, Inc. The
name change to Conduent State and
Local Solutions, Inc. was effective
02/16/17. Avenu Insights and Analytics
took over the contract effective 02/28/19.

HEDGE FUND PARTNERSHIP AGREEMENTS2
07/31/08
until
on-going
completion

1

Marketing Cessation: The purpose of this policy is to prevent, and avoid the appearance of, undue influence on the Board or any of its members in the award of all Investments
contracts. In accordance with Section 9.0 of the Investment Policy, from the time the search begins with the Board’s approval of the minimum criteria for the search until the search ends
with the selection of the firm(s) to receive the contract(s), all direct marketing contact with firms that meet the search criteria will be limited to meetings with the Consultant, information
sent to the Consultant or Department, questions about the search directed to the Staff or Consultant, one meeting at the Department’s office with Staff and any site visits. The Board
members, Department Staff or Consultant will accept no entertainment or gifts of any kind from any firm qualifying for the search. This policy does not prohibit contact with potential
interview candidates at group social events, educational seminars, conferences, or charitable events so long as there is no direct marketing.
During the three months prior to the renewal of a contract with a firm currently under contract, the Board Members, Department Staff and Consultant will accept no entertainment or gifts
from that firm until the contract has been renewed or terminated by the Board. Firms who currently have contracts with the Los Angeles Fire and Police Pension System are allowed to
continue contact related to the existing contract with Staff and Consultant.
2

Hedge Funds do not have contracts like our other managers. They have limited partnership agreements that do not have a fixed expiration date. They are on this list to include them in
our regular three-year manager review process.
3

The Board approved the termination of the FIS contract on June 6, 2019.

*Expired contracts are listed in red. Expired investments contracts will remain on the list if the marketing cessation period is active and until a new contract is awarded.
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