AGENDA
BOARD OF FIRE AND POLICE PENSION
COMMISSIONERS
December 17, 2020
8:30 a.m.
Sam Diannitto Boardroom
Los Angeles Fire and Police Pensions Building
701 East 3rd Street, Suite 400
Los Angeles, CA 90013
Important Message to the Public: In conformity with the Governor’s Executive Order N-29-20
(March 17, 2020) and due to the public health concerns over COVID-19, this meeting of the Board
of Fire and Police Pension Commissioners will be conducted via telephone and/or
videoconferencing.

PLEASE NOTE: The Board Room will be closed during this meeting.
To provide public comment telephonically, please call (669) 900-9128 or (346) 248-7799 and enter
Meeting ID 851 2715 3630# (Please note: Toll charges may apply).
If you do not want to make a public comment, you may stream the meeting from the website
(www.lafpp.com) or call any of the following numbers to access the Council Phone system and listen
to live coverage: (213) 621-CITY (Downtown), (818) 904-9450 (Valley), (310) 471-CITY (Westside),
and (310) 547-CITY (San Pedro Area).
Please refer to www.lafpp.com for more information.
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 use the telephone number provided above.
Notice to Paid Representatives: If you are compensated to monitor, attend, or speak at this meeting, City law may
require you to register as a lobbyist and report your activity. See Los Angeles Municipal Code §§ 48.01 et seq. More
information is available at ethics.lacity.org/lobbying. For assistance, please contact the Ethics Commission at (213) 9781960 or ethics.commission@lacity.org.
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 by clicking on LAFPP’s website
at www.lafpp.com. 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) 279-3037 or by e-mail at evange.masud@lafpp.com.
Sign language interpreters, communication access real-time transcription, assistive listening devices, Telecommunication
Relay Services (TRS) 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.

GENERAL PUBLIC COMMENTS ON MATTERS WITHIN THE BOARD'S JURISDICTION

B.

COMMITTEE REPORT
1.

C.

D.

E.

DISCUSSION OF OPTIONS FOR INDEPENDENT MEDICAL EXAM SERVICES
AND POSSIBLE BOARD ACTION

REPORTS TO THE BOARD
1.

STATUS OF HEALTH PLAN OPTIONS FOR MEMBERS SUBJECT TO HEALTH
SUBSIDY FREEZE AND DISCUSSION OF CITY ATTORNEY ADVICE REGARDING
THE BOARD'S FIDUCIARY RESPONSIBILITY TO PROVIDE SUITABLE PLANS TO
MEMBERS SUBJECT TO THE HEALTH SUBSIDY FREEZE AND POSSIBLE
BOARD ACTION

2.

APPROVAL TO ISSUE A REQUEST FOR PROPOSAL FOR HEALTH CONSULTING
SERVICES AND POSSIBLE BOARD ACTION

3.

AUDIT OF SUBSIDY PROGRAM FOR HEALTH AND DENTAL HEALTH PLANS
ADMINISTERED BY LOS ANGELES POLICE RELIEF ASSOCIATION AND
POSSIBLE BOARD ACTION

4.

ANNUAL
CONFIRMATION
OF
ORGANIZATIONAL
INDEPENDENCE AND POSSIBLE BOARD ACTION

5.

REVIEW OF ALLIANCEBERNSTEIN, L.P.’S CONTRACT FOR GLOBAL REAL
ESTATE INVESTMENT TRUST (REIT) INDEX AND POSSIBLE BOARD ACTION

6.

PRIVATE CREDIT ASSET ALLOCATION IMPLEMENTATION FOLLOWUP AND
POSSIBLE BOARD ACTION

AND

AUDITOR

COMMUNICATIONS TO THE BOARD
1.

Has any Board Member made any expenditure to influence State legislative or
administrative action?

2.

Miscellaneous correspondence from money managers, consultants, etc. – Received
and Filed.

GENERAL MANAGER’S REPORT
1.

Monthly Report

2.

Marketing Cessation Information

3.

Benefits Actions approved by General Manager on December 3, 2020

4.

Other business relating to Department operations
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F.

CONSENT ITEM
1.

Approval of Minutes
a. Special Board Meeting minutes of October 24, 2019
b. Special Ad Hoc Committee on Disability Pensions minutes of August 6, 2020

2.

Findings of Fact
a. Christian Rueda – Tier 5

G.

CONSIDERATION OF FUTURE AGENDA ITEMS

H.

DISABILITY CASE
Alternative 1
Police Officer II Andrea M. Gonzalez. Ms. Gonzalez will be represented by Corina Lee of
Los Angeles Police Protective League.

I.

CLOSED SESSION
1.

CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54956.81 TO
CONSIDER THE PURCHASE OF ONE (1) PARTICULAR, SPECIFIC
INVESTMENTS 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:

DECEMBER 17, 2020

FROM:

AD HOC COMMITTEE ON DISABILITY PENSIONS
GARRETT ZIMMON, CHAIR
BRIAN PENDLETON, VICE CHAIR
RUBEN NAVARRO
PAUL WEBER

ITEM: B.1

SUBJECT: DISCUSSION OF OPTIONS FOR INDEPENDENT MEDICAL EXAM SERVICES
AND POSSIBLE BOARD ACTION
RECOMMENDATION
That the Board direct staff to exclude restrictions on firms providing independent medical exam
services from using AME/QME physicians in future Request for Proposals (RFP).
BACKGROUND
At its meeting on July 16, 2020, the Board considered a report from the Ad Hoc Committee on
Disability Pensions regarding the responses to an RFP for independent medical exam and record
review services. The Board approved the Committee’s recommendation to direct staff to negotiate
the terms and conditions for new contracts with the two existing medical exam/records review
services providers (i.e., QTC Medical Group, Inc. and ExamWorks, LLC1), and to research other
methods of providing such services to disability and survivorship pension applicants. Board
members suggested outreach to hospitals in the Los Angeles area and surveying other public
pension plans throughout California.
DISCUSSION
On December 3, 2020, staff reported back to the Committee regarding the efforts to research
options for independent medical exams and record reviews. This information is detailed below:
Los Angeles Area Hospitals
Disability Pensions Section staff made multiple attempts to contact both Cedars Sinai Medical
Center and UCLA Health to explore possible program options for independent medical exam
services. Staff met virtually with a representative from Cedars Sinai Medical Center and was
informed that no such program currently existed, but it may be a program that their leadership would
be interested in implementing in the future. The representative informed staff that she would consult
further with her executive leadership. Staff made multiple attempts to follow up with the
representative, who has yet to return with additional information. Additionally, staff made multiple
attempts to contact representatives of UCLA Health. Phone calls, emails, and voicemail messages
1

Subsequent to this meeting, the Board voted to terminate its contract with ExamWorks, LLC on September 17, 2020.

have not been returned. Staff will update the Board if after further discussion with Cedars Sinai
Medical Center or UCLA Health, either entity is able to provide independent medical exam services.
Survey of California Public Pension Systems
In order to gather information on how other public pension plans throughout the State of California
administer independent medical exams for disability pension applicants, staff created a survey that
was posted on the California Association of Public Retirement Systems (CALAPRS) website. The
questions were focused on obtaining information on how these pension systems administer their
medical examinations to determine the status/severity of the illnesses and/or injuries claimed by
their disability pension applicants. LAFPP received a total of 15 survey responses from a wide
range of plans throughout California (Attachment). Out of the 15 responses, only four systems
administer their own independent medical examinations through individual contracts with various
physicians, with two of those four implementing hybrid programs which include a third-party vendor.
None of the respondents contract with any major medical groups. The remaining plans use a thirdparty vendor to administer independent medical examinations. Many of the plans do not exclude
Agreed Medical Examiner or Qualified Medical Examiner (AME/QME) physicians from examining
their disability pension applicants, as long as the physician has not previously examined the
applicant. Staff contacted LACERA, one of the larger plans administering their own independent
medical examination program, to inquire as to whether they contract with any major medical groups
such as Cedars Sinai or UCLA Health. LACERA does not contract with any major medical groups
and chooses to maintain individual contracts with their examining physicians. They also do not
exclude AME/QME physicians from their examination pool as long as the physician has not
examined the applicant in the past (e.g., as part of a workers’ compensation claim).
As part of the CALAPRS survey, staff inquired whether the various pension systems utilized a thirdparty vendor for their independent medical exam services, and if so, asked the plan to name the
vendor(s) used. It also asked for the plan to comment on their level of satisfaction with the service
provided by the vendor. Of the plans that use a third-party vendor, those that responded to this
question were generally satisfied with the level of service provided. Many plans commented that
they have experienced issues similar to those encountered by LAFPP. Such issues include delays
in receiving finalized reports and needing doctors to correct errors in their reports. When asked if
the plans use metrics to evaluate vendor performance, only one currently uses a system of
performance metrics.
Going forward, staff recommends incorporating the results of the CALAPRS survey into future
RFP’s for independent medical exam and record review services. As such, it is anticipated that
future RFP’s will not include any restrictions on vendors using AME/QME physicians, so long as the
AME/QME has not examined the applicant previously. Currently, staff is involved in contract
negotiations with our current vendor, QTC Medical Group, Inc. (QTC). Staff is discussing desired
service improvements with representatives of QTC, focusing on the quality and content of the
pension physician reports, performance metrics, and permanent inclusion of the LAFPP Pension
Physician Questionnaire in the materials completed by each examining physician. In addition, staff
continues to utilize Havura Enterprises LLC (Havura), LAFPP’s prior vendor, on an as-needed, noncontracted basis to perform exams, review medical records, and write reports. Staff is confident
that QTC and Havura can provide the needed level of service that is required to expeditiously
process disability applications.
BUDGET
No impact at this time.
Board Report
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POLICY
No policy changes at this time.
CONTRACTOR DISCLOSURE INFORMATION
There is no contractor disclosure information required with this report.
This report was prepared by:
Kristen M. Rosauer, Manager
Disability Pensions Section
RPC:JS:GM:KR
Attachment:
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Page 3

December 17, 2020

PLAN

City of San Jose

Fresno County

LACERA

Marin County

Mendocino County

PROCESS NUMBER OF
DISABILITY PENSION PHYSICIANS
PENSIONS
Yes/No

Yes

1

CALAPRS Survey of Disability Medical Exam Providers

RECRUITS OWN PHYSICIANS

USES VENDOR/NAMES OF VENDORS

AME/QME PHYSICIANS?

No

ADDITIONAL INFORMATION

No

Instructions are provided to the
physicians as to what the
qualifying criteria are and what
information is needed, but there is
no required report format

Medlink has a small roster of physicians.
ExamWorks- Tough to get physician reviews and
reports that address the particular criteria legally
required for an application to qualify for disability
retirement.

No

Has provided NDE with a template
of how they like the report to be
formatted, but it is not critical as
long as the requested info is
included

NDE fees are based on a flat fee for records
reviewed up to 400 pages, then an additional fee
for every 100 pages after that. There is also a fee
for an exam to be in person or remote, and for the
time spent preparing the report.

Yes, but must have not
examined the patient in the
past

No

Yes, guidelines are provided which
explains the difference between
WC and CERL and they ask 9
specific questions which the panel
physician must respond to in each
case.

No

No

Yes, there is a template for all
doctors issuing reports

Each doctor has a list of scheduled fees that they
charge.

Yes, specific questions have been
drafted for the medical advisor
and the IME

Generally happy with the service provided by
MMRO, however there have been occasions where
their workflow has delayed receipt of IME reports
and medical advisor recommendations. The IME
reports and medical advisor reports must be
thoroughly reviewed and are sent back for
addendum often.

No

NDE (National Disability Evaluations)

Yes, but must have not
examined the patient in the
past

1, or 1 for each specialty claimed

No

Yes

1, or 1 for each specialty claimed;
Due to COVID-19, is allowing
record reviews or telemedicine
appointments in lieu of in person
exams

Yes- Each physician (65-70 on
panel) is individually
No
contracted and each has their
own transcription services.

Yes

Each applicant is examined by a
Medical Advisor. Based on the
Medical Advisor's
No
recommendation the member may
be sent for an IME

Yes

All applicants are required to
submit an attending physician
report from at least one medical
provider documenting the
permanency of the injury/illness.
One IME must examine all service
No
related applicants. If it is
nonservice connected, it does not
need an IME. Also utilize a medical
advisor which can make
recommendations regarding the
need of an IME.

Yes; ExamWorks, Crosspoint
Evaluations, or physicians
recommended by the previous
medical advisor

ATTACHMENT
REPORT FORMAT INFO

Yes; ExamWorks and Medlink

Yes

USES METRICS TO
EVALUATE
PERFORMANCE

Yes; Managed Medical Review
Organization (MMRO)- Schedules IME No Answer
and acts as Medical Advisor

1

No

PLAN

Merced County

PROCESS NUMBER OF
DISABILITY PENSION PHYSICIANS
PENSIONS
Yes/No

Yes

CALAPRS Survey of Disability Medical Exam Providers

RECRUITS OWN PHYSICIANS

AME/QME PHYSICIANS?

Sometimes none, depends on the
illness and completeness of
medical records given. Terminal
patients often do not see an IME.

Their attorney has a rotating
list of doctors used in the
area. The attorney does the
recruiting.

OCERS

Yes

1

Yes-10 on the panel that are
individually contracted

Sacramento County

Yes

1, possibly more depending on
claims

No

San Bernardino
County

San Diego City

San Luis Obispo
County

USES VENDOR/NAMES OF VENDORS

ATTACHMENT
REPORT FORMAT INFO

ADDITIONAL INFORMATION

Yes. The attorney writes a
patient/member specific
questionnaire for each member to Used a third party vendor in the past but found it
be answered by the doctor. Used to be too expensive and the doctors were not
helpful
to have one questionnaire but it
was not helpful and required a lot
of follow up.

No

Usually no

Yes; Also uses NDE

Yes, but they refer to them as
the IME physicians and do not
allow it if the applicant has
been seen by them before.

No

Yes

Yes, uses NDE

No

No

No, but do have a set of general
questions regarding an Applicant's None
permanency and incapacity

Yes, First Medical Experts

Yes, as long as they have not
examined the applicant before
and the employer does not use
them.

They track the them
on a log and expect
the reports within 30 Yes, they have detailed questions
that are required
days as per the
contract, 2 weeks for
supplemental reports

1, possibly more depending on
claims

No

Yes

1, unless there are multiple
claimed injuries

Yes- refers to the CA QME
panel, jury verdict searches,
expert witness databases, and
sends out blind solicitation
letters. Finding doctors is
challenging. Most are
No
independently contracted,
but do have some contracts
with medical groups. Pool is 23 doctors for spine, 2-3 for
joints, 1-2 podiatry, hands,
cardiac, neurology

Yes

Possibly none - depends on the
medical evidence and application
form sent to MMRO for initial
No
records review. Sometimes
MMRO can render an opinion just
from the records.

Yes

USES METRICS TO
EVALUATE
PERFORMANCE

Yes, MMRO

None

They used to maintain their own panel of
physicians but they were not able to provide
reports or appointments within 30 days. They only
had 3 physicians that were individually contracted.

Yes, as long as they have not
examined the applicant before No
and adhere to their standards

Yes, when they are hired, they
send the doctors the Board Rules
and Municipal Code sections
pertaining to disability retirement.
They also send a letter with each
applicant that outlines their
standards and what each report
needs to include

Possibly, But ask MMRO to
schedule IMES

Typically handles 4-8 disability cases per year. They
Yes, provides key language to use
really don't do anything until they notify the
in their letter of instruction to IMEs
applicant that the recommendation from MMRO is
related to cardiac claims. Other
going to the Board for review. They have used
than this, they do not
ExamWorks to schedule a few IMEs.

2

No

They used other exam service providers in the past
(ExamWorks) that used doctors they already knew
and charged more, or used doctors not familiar
with their standards which resulted in poor
opinions

PLAN

PROCESS NUMBER OF
DISABILITY PENSION PHYSICIANS
PENSIONS
Yes/No

CALAPRS Survey of Disability Medical Exam Providers

RECRUITS OWN PHYSICIANS

USES VENDOR/NAMES OF VENDORS

AME/QME PHYSICIANS?

Santa Barbara County Yes

2, sometimes 1

Yes, maintain a list of doctors
Yes, First Medical Experts on an as
in different specialties that
are willing to do this type of needed basis
work

Sonoma County

Yes

1

No

Yes

1 Treating physician's statement to
accept application, and 1 IME
No
unless there are additional claims

Yes

1 treating physician in order to
accept applications that must
deem the applicant permanently
incapacitated, and 1 IME

Tulare County

Ventura County

Yes, but often are not

USES METRICS TO
EVALUATE
PERFORMANCE

No

ATTACHMENT
REPORT FORMAT INFO

ADDITIONAL INFORMATION

Yes

Borrowed LACERA's list of panel doctors or uses
First Medical Experts

None

Yes, use 2 medical consulting firms
(not identified)

Yes, as long as they have not
examined the applicant before No
and adhere to their standards

Yes, asks specific questions

Yes, NDE and ExamWorks

Yes, as long as they have not
treated the applicant before

No

No specified format but a standard
list of questions specific to the
None
disability type must be answered
in the report

No, but in practice some most
likely serve as QMEs or AMEs

No

Yes, instructions are provided
regarding areas that need to be
addressed

Yes- 4 independent physicians
that specialize in 3 different Yes, NDE and ExamWorks
medical fields

3

2 of the panel physicians are from LACERA's list

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:

DECEMBER 17, 2020

FROM:

RAYMOND P. CIRANNA, GENERAL MANAGER

ITEM: C.1

SUBJECT: STATUS OF HEALTH PLAN OPTIONS FOR MEMBERS SUBJECT TO HEALTH
SUBSIDY FREEZE AND DISCUSSION OF CITY ATTORNEY ADVICE REGARDING
THE BOARD’S FIDUCIARY RESPONSIBILITY TO PROVIDE SUITABLE PLANS TO
MEMBERS SUBJECT TO THE HEALTH SUBSIDY FREEZE AND POSSIBLE
BOARD ACTION
RECOMMENDATION
That the Board direct staff to work with USI Insurance Services (USI) and the Plan’s actuary, Segal,
on development of a proposed Health Reimbursement Arrangement (HRA) account structure and
present proposals to the Board.
BACKGROUND
On July 15, 2011, the City Council adopted an ordinance to permanently freeze the retiree health
subsidy benefit for members of the Los Angeles Fire and Police Pension System (LAFPP) who retire
or enter DROP on or after July 15, 2011. Beginning August 15, 2011, active members had a 45day opt-in period to elect to make an additional contribution of 2% of their base pay in exchange for
vesting future subsidy increases. During the opt-in period, about 70% of the active members elected
to make the additional 2% contribution.
As of June 30, 2020, 384 members who did not elect to make the additional 2% contribution have
retired. Of those members, 215 pensioners are currently enrolled in a Board-approved health plan,
of which 177 are pre-Medicare and 38 are Medicare-eligible. Additionally, there are approximately
2,750 active and DROP members who did not elect to make the additional 2% contributions and
are subject to the health subsidy freeze.
DISCUSSION
At its October 1, 2020 meeting, the Board asked staff to report back regarding health plan options
for members with a frozen health subsidy. This report provides an overview of LAFPP initiatives
that increase the options a member has to obtain health coverage and access their eligible subsidy
benefit. The following also discusses responses provided by Los Angeles Firemen’s Relief
Association (LAFRA), Los Angeles Police Relief Association (LAPRA), and United Firefighters of
Los Angeles City (UFLAC) (collectively referred to as “the Associations”), regarding their health plan
offerings for members subject to the freeze.

At the December 3, 2020 Board meeting, the City Attorney provided the Board a separate
confidential memo regarding the Board’s fiduciary duty towards members with a frozen subsidy and
the Board waived the privilege of the confidential memo (Attachment 1). As indicated in prior reports
to the Board, the Board has a fiduciary responsibility to ensure that all members have access to
suitable health plans.
Annual Health Plan Approvals
The Board has taken additional steps in recent years to ensure that all members, including those
receiving a frozen subsidy, have access to suitable health plan options through the annual health
plan approval process. Under the terms of the current contracts each health plan administrator
presents annually to the Board an annual report regarding health plan provisions, member
demographic data, cost trend information, and cost reimbursement, plan design, premium and
administrative fee changes regarding their plans, and open enrollment materials for the upcoming
plan year.
Changes to HIPR Program
Over the past few years, the City and the Board have made changes to the Health Insurance
Premium Reimbursement (HIPR) program that allow members, including those with a frozen
subsidy, to shop for additional health plan options. Previously, retired members with Medicare Parts
A and B were limited in their HIPR reimbursement to the Maximum Medicare Health Subsidy, with
no additional subsidy amount paid for dependent coverage. On February 16, 2017, the Board
approved an amendment to its Operating Policies and Procedures to allow retired members enrolled
in the HIPR program to receive additional subsidies for the coverage of dependents on their health
plan (i.e., spouse or domestic partner and/or children under the age of 26). The amendment allowed
retired members enrolled in Medicare Parts A and B to receive additional subsidies for the coverage
of dependents on their health plan. As a result of this policy amendment, retired members with
Medicare Parts A and B receiving a frozen subsidy are eligible to receive reimbursement up to the
frozen non-Medicare maximum subsidy ($1,097.41) when enrolled in a two-party or family health
plan.
In addition to the above change, in March 2017, after the Board’s determination of a benefit inequity,
the Los Angeles City Council approved an amendment to the Los Angeles Administrative Code
(LAAC) provisions for the HIPR program. A retired member or qualified survivor is no longer
required to reside outside of a LAFPP-approved HMO plan service area in order to participate in
HIPR. This allows retired members who reside year-round in California to shop for his/her own
health insurance plan and receive reimbursement through the HIPR program. Another LAAC
amendment permitted a member to participate in HIPR if they are not the primary subscriber on the
health plan. Previously, a member could not be a dependent on the health plan and receive
reimbursement under the HIPR program.
Health Reimbursement Arrangement (HRA)
In a separate report regarding wellness programs on today’s Board meeting agenda, there is
discussion regarding possible incentives for retired members, including HRA accounts. If the City
Council approved amendments to the LAAC to allow for contributions to HRAs for retired members,
that might offer additional flexibility to retirees with a frozen subsidy.
Should the Board approve the recommendation proposed in this report, staff will work with Segal
and USI on the development of proposals for the implementation of HRA accounts for retired
members that complement the existing retiree health program. Staff will report back to the Board
with HRA proposals along with an actuarial study of the cost to implement an HRA program.
Board Report
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Association Responses
The Board expressed some concern over the possibility that Board-approved health plans would
eventually become cost-prohibitive for members with a frozen subsidy. Staff has reached out to
LAFRA, LAPRA, and UFLAC and requested they respond with the steps each organization has
taken, or expects to take in the future, to provide affordable health plan options for retirees with a
frozen subsidy (Attachments 2, 3 and 4). LAPRA, LAFRA and UFLAC’s responses to staff’s request
are attached (Attachments 5, 6 and 7).
LAPRA and LAFRA both expressed a concern of offering an “inadequately designed” medical option
for the purposes of achieving lower premiums, as it could result in adverse plan selection, which
could negatively impact the current health plan options. LAPRA and LAFRA both pointed out that
they currently offer Kaiser HMO health plans that have generally lower premiums and that members
who receive a frozen health subsidy had the ability to retain and invest the 2% that they would have
otherwise contributed, which can offset their out-of-pocket premium deduction.
UFLAC responded that they currently provide members who have a frozen health subsidy the
opportunity to enroll in a cost-effective Blue Cross HSA-Eligible PPO plan. UFLAC also stated that
their Benefits Trustees continue to perform cost-benefit analyses and planning to continue offering
affordable and quality healthcare to non-Medicare retirees enrolled in UFLAC plans.
Conclusion
Highlighted above are steps that the Board has taken in recent years to ensure that all members,
including those receiving a frozen subsidy, have access to suitable health plan options through the
annual health plan approval process. Both UFLAC and LAPRA have designed and implemented
Medicare Advantage plans for Medicare-eligible members. Kaiser health plans are also available
for non-Medicare and Medicare-eligible members. Additionally, UFLAC’s HSA is available to preMedicare Fire retirees and lastly, the HIPR Program was expanded to provide additional flexibility.
However, given the size of the frozen member population, as well as those members who may retire
with minimal service credit1, whether by personal choice or because of a career-ending injury or
illness, the Board should strongly consider viable lower cost options to address subsidy constraints
faced by these members. Staff believes an HRA option has certain advantages and can provide a
solution for the frozen group and other members, and thus should be explored further. Conversely,
the Board could also decide to instruct staff to conduct a solicitation for a Medicare Advantage plan
similar to UFLAC’s existing Medicare Advantage plan and make that plan available to all members
of LAFPP.
BUDGET
There are sufficient funds available in the FY 2020-21 budget for the research and development of
HRA proposals and the cost of an actuarial cost study.
POLICY
No policy changes as recommended.

CONTRACTOR DISCLOSURE INFORMATION
1

Retirees receive 100% of the maximum health/dental subsidy only after reaching 25 years of service or more.
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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
Attachments:

Board Report

1-

City Attorney Advice Memo dated December 3, 2020

2-

Letter to UFLAC dated October 22, 2020

3-

Letter to LAFRA dated October 22, 2020

4-

Letter to LAPRA dated October 22, 2020

5-

UFLAC Response dated November 2, 2020

6-

LAFRA Response dated November 4, 2020

7-

LAPRA Response dated November 4, 2020
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ATTACHMENT 1

OFFICE OF THE CITY ATTORNEY
202 W. FIRST STREET, STE. 500
LOS ANGELES, CA 90012-4401

PUBLIC PENSIONS GENERAL COUNSEL
(213) 978-6800 TEL
WWW.LACITY.ORG/ATTY

MICHAEL N. FEUER
City Attorney

ATTORNEY-CLIENT PRIVILEGE WAIVED ON DECEMBER 3, 2020 BY
RESOLUTION OF THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS

DATE:

December 3, 2020

TO:

Board of Fire and Police Pension Commissioners

CC:

Raymond Ciranna, General Manager,
Department of Fire and Police Pensions

FROM:

Anya Freedman, Assistant City Attorney
Miguel Bahamon, Deputy City Attorney

SUBJECT:

The Board’s Fiduciary Responsibility to Provide Suitable Plans to Members
Subject to the Health Subsidy Freeze

1

ATTACHMENT 1

EXECUTIVE SUMMARY
On October 22, 2020, Commissioner Ruben Navarro asked our Office to provide written
advice to the Board as to whether the Board owes fiduciary duties to LAFPP members who are
subject to the health subsidy freeze.
We advise that the Board’s fiduciary duties of loyalty and impartiality require the Board,
when exercising its authority to provide suitable health plans, to consider the circumstances and
diverse needs of all its members, including members subject to the health subsidy freeze. The
Board’s fiduciary duty of prudence likewise requires the Board to enter formal contracts for
health care administrative and/or insurance services. And, as soon as the minimum necessary
information has been compiled to do so successfully, conduct a competitive solicitation process
to ensure that the Plan is providing the best quality health care options to all of its members at
the lowest possible cost. The Board should carefully consider, including by seeking additional
research and data from Staff and its healthcare consultant, whether the current menu of health
options available to frozen members is suitable, including the plan options available through the
Associations 1 and approved annually by the Board, and the plans available to members through
the Health Insurance Premium Reimbursement (“HIPR”) program. Although cost may not be the
exclusive factor to consider when evaluating suitability, and although the Administrative Code
places no explicit limitations on the Board's discretion to determine which plans are “suitable”
for approval, cost is an important consideration that impacts members and their families. The
Board may consider whether the menu of plan options currently available to members—
especially members subject to the health subsidy freeze—is suitable now, and also whether those
options are likely to remain suitable in the future. The cost of the current plan offerings is
expected to increase each year. But the frozen subsidy will remain just that: frozen. The size of
the group of members subject to the freeze will also increase significantly over time as more of
these members retire. Therefore, consistent with the Board’s fiduciary duties, it should consider:
(1) directing Staff and its healthcare consultant to conduct additional research on new plan
design options that could offer lower out of pocket costs for members while still providing high
quality coverage; and (2) seeking—both through engagement with the Associations and through
a competitive solicitation process—additional suitable health plan options that provide the best
possible coverage at the lowest possible cost for all members, including members subject to the
health subsidy freeze.
BACKGROUND
In 2011, the City passed a “Freeze Ordinance,” Los Angeles Administrative Code (“Ad.
Code”) section 4.1166, that froze pre-Medicare healthcare subsidies for LAFPP retirees at 2011
levels. Thereafter, the City and certain member unions entered into letters of agreement to
exempt from the Freeze Ordinance members who made additional member contributions (the
“Letters of Agreement”). Council subsequently codified these Letters of Agreement in Ad. Code

1

The Associations include Los Angeles Firemen’s Relief Association (“LAFRA”), the Los Angeles Police Relief
Association (“LAPRA”), United Firefighters of Los Angeles (“UFLAC”), and the Los Angeles Police Protective
League (“LAPPL”).
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section 4.1167 (“Section 4.1167”). 2 However, members 3 who retired or entered DROP after July
15, 2011 and did not take advantage of the Section 4.1167 exemption by making additional
healthcare contributions currently receive a frozen non-Medicare maximum subsidy of $1,097.41
when enrolled in a two-party or family medical plan. 4 In contrast, non-frozen members receive a
maximum non-Medicare subsidy of $1,920.41, a difference of over $800 per month. Currently,
there are approximately 349 retired frozen members, and 2,750 active and DROP members who
will receive a frozen subsidy upon retirement.
Today, all LAFPP retired members have two categories of health plan options to choose
between. First, they can select plans offered by the Associations. For the most popular plans that
the Associations offer, while the maximum frozen subsidy fully covers single party premiums,
there can be significant gaps between the frozen subsidy and premiums for two party or family
plans. As illustrated in the attached spreadsheet, monthly healthcare deductions for frozen, nonMedicare eligible members enrolled in two party and family plans can range from $36.85 to
$1,021.89 for members eligible for the UFLAC plans, from $261.13 to $1,408 for members
eligible to select LAPRA plans, and from $388.63 to $1,100.19 for members eligible to enroll in
LAFRA plans. As the medical deductions at the high end of these ranges represent significant
expenses for members on reduced, fixed retirement incomes, these are not realistic options for
many frozen members
Alternatively, frozen members can select individual plans and receive reimbursement
through LAFPP’s HIPR program. Since March 2017, HIPR has been available to members
regardless of their area of residence as well as to members who are not the primary subscriber on
the health plan. LAFPP reimburses HIPR participants up to the maximum monthly health
insurance subsidy for which they are eligible. Reimbursement is issued directly to the member,
on a quarterly basis, for health insurance premiums paid to a non-Board approved health plan.
Because reimbursement is quarterly, members participating in HIPR often must wait several
months to recoup their out of pocket expenses. This reimbursement delay may make the HIPR
options unaffordable to many frozen members.

2

A dispute later arose between the unions and the City as to what members would receive in exchange for their
additional member contribution. This dispute has resulted in litigation that is still pending.
3
Excluding service connected disability retirees, survivors receiving service-connected death benefits otherwise
eligible for health benefits, deferred retirement-eligible Tier 3 and 5 members who separated from City Service
before July 15, 2011, and all Tier 6 members.
4
Since February 2017, retired members receiving a frozen subsidy who are also enrolled in Medicare Parts A and B
have been eligible to receive additional reimbursement subsidies for the coverage of dependents, making these
members eligible to receive reimbursement up to the same $1,097.41 frozen non-Medicare maximum subsidy when
they are enrolled in a two-party or family medical plan.

3

ATTACHMENT 1

DISCUSSION
1. The Board’s Fiduciary Duties Govern All Decisions Regarding Member Health
Benefits
Commissioners are trustees of the Plan who are bound by their fiduciary duties in all
Board decisions regarding the Plan. There are three overarching fiduciary principles and duties:
the exclusive benefit principle, the duty of primary loyalty, and the duty of prudence. 5 Of these
three principles, the last two are most relevant here.
a. The Board’s duty of primary loyalty requires the Board to consider the
healthcare needs of members subject to the subsidy freeze
The duty of primary loyalty requires the Board to act in the best interest of the Plan’s
members and beneficiaries as a whole. Cal. Const. Art. XVI, §17(b); L.A. Charter §1106(a). As
the Plan encompasses numerous stakeholders, there are necessarily membership groups within
the Plan that may have competing interests. Accordingly, the duty of impartiality is recognized
as an “extension” of this duty of loyalty. Rest. 3d of Trusts, §79(1), comment b (2012). The duty
of impartiality requires the Board to “administer the trust in a manner that is impartial with
respect to the various beneficiaries of the trust.” Id. at §79(1). Specifically, the Board must (a)
“act impartially and with due regard for the diverse beneficial interests created by the terms of
the [Plan]” in distributing trust funds and otherwise administrating the Plan; and (b) “proceed in
a manner that fairly reflects the diversity of [Plan beneficiary] concerns and [] interests” when
consulting and otherwise communicating with Plan beneficiaries. See id. at §79(1)(a, b). While
the Board has considerable discretion to balance the competing interests among Plan
beneficiaries with regard to a particular decision (see id. at § 87), this discretion is constrained by
the Board’s duty to consider the interests of all its constituencies. The Board is required to
“reasonably and without personal bias, [] seek to ascertain and to give effect to the rights and
priorities of the various beneficiaries or purposes as expressed or implied by the terms of the
[Plan].” See id. at §79(1), comment b. Finally, this duty of impartiality necessarily applies should
“controversies arise among the beneficiaries concerning their rights and beneficial interests in the
[Plan].” See id. at §79(1), comment c.
In practice, the Board’s duty of primary loyalty and its duty of impartiality require the
Board to consider subgroups of members with unique needs for health plans. As relevant here,
the members and beneficiaries subject to the subsidy freeze have unique needs due to their
frozen subsidy. While LAFPP’s frozen membership group shares the same need for
comprehensive health insurance coverage as the unfrozen members, because their health
subsidies are often markedly lower than those of their non-frozen peers, plan affordability is a
key concern. We recognize that each member made an informed individual decision in 2011
whether to contribute an additional two-percent of their salary in exchange for an exemptions
from the subsidy freeze. And we understand that it was each frozen member’s own decision not
to make these additional contributions that resulted in the disparity between the frozen and non5

We have previously advised the Board in greater detail regarding its fiduciary duties in considering new retiree
healthcare plans in our Office’s memorandum dated October 13, 2017.
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frozen subsidy amounts. The Board’s duties of loyalty and impartiality to all members do not
require the Board to make the same plans available to non-frozen and frozen members at the
same out of pocket cost. It would be “overly simplistic” to translate the duty of impartiality as a
rule of “equality” of treatment among the diverse and sometimes conflicting interests of all
beneficiaries of the trust. Rest. 3d of Trusts, §79(1), comment b. Trust law has evolved to
recognize that trustees have considerable discretion in balancing the competing interests among
beneficiaries with regard to a particular decision. See Rest. 3d of Trusts, § 87 (on judicial review
of discretion; describing the range of reasonable fiduciary judgment). But in exercising its
fiduciary discretion here, we do advise that the duty of impartiality supports the Board’s
consideration of the unique financial needs of the frozen group—regardless of the cause for those
unique needs.
The Board’s fiduciary duties support the Board’s exercise of fiduciary judgment to ensure
that LAFPP’s health coverage options include at least one suitable plan that will allow all
members the choice to cover themselves and their eligible beneficiaries with only reasonable out
of pocket costs in addition to their subsidy amount. Without such affordable health insurance
options, when considered as whole, the Plan may not yet have appropriate options for all
members and beneficiaries, including the frozen subgroup. Therefore, the Board has a duty to
explore the health insurance marketplace for more affordable plans. This can involve requesting
that Staff research whether there are more affordable, suitable options for frozen members that
are eligible for HIPR reimbursement. However, this approach alone would not address the needs
of members who may not be able to afford to wait months for their HIPR reimbursements.
Therefore, we recommend the Board also explore issuing a competitive solicitation for lower
cost, Board-approved healthcare plans, as described below. Additionally, and as recommended in
Staff’s report, the Board may consider seeking legislative changes to the LAFPP retiree
healthcare programs that would authorize new plan designs like a Health Reimbursement
Arrangement (“HRA”).
b. The Board’s duty of prudence requires a competitive bidding process for
health plans to meet the frozen group’s needs
The fiduciary duty of prudence requires the Board to make all decisions with Fund assets
with the “care, skill, prudence, and diligence under the circumstances then prevailing that a
prudent person acting in a like capacity and familiarity with these matters would use” in a similar
situation. See Cal. Const. Art. XVI, §17(c); L.A. Charter §1106(c). Thus, the Board’s fiduciary
duty of prudence requires that the Board ensure that Plan trust funds are being spent wisely. As
we have previously advised, the Board’s duty of prudence requires the Board to enter formal
contracts for the provision of healthcare to members and their beneficiaries. Such contracts are
subject to the City’s contracting requirements, including that they result from a competitive
bidding process. See L.A. Charter §§ 371(a), 372.
The Board has entered into formal contracts with the Associations to administer health
insurance plans for LAFPP members and eligible beneficiaries. The Board’s relationship with
the Associations has been based on the Association’s long history of providing health insurance
plans to LAFPP members. And until the Board and the Associations entered into the current,
formal contracts, the Board lacked access to the aggregated, de-identified information that would
be required to conduct a successful and competitive solicitation process for group health care
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plans and/or administrators. As a result, we have previously advised that the Board may
reasonably have found, historically, that conducting a competitive bidding process would be
“undesirable, impractical or impossible.” L.A. Charter §371(e)(10). Nevertheless, in order to
carry out its fiduciary duty of prudence, and to comply with the City Charter, we continue to
advise that as soon as possible upon obtaining the minimum necessary information to conduct a
successful competitive solicitation process, the Board should do so to validate the
competitiveness of the current menu of plan options, and to determine what other health
insurance options may be available to members, including new plan designs like HRAs, and at
what cost.
As described above, the existing healthcare offerings of the Associations may not fully
meet the needs of the frozen group. Therefore, the Board should leverage its longstanding
beneficial relationships with the Associations to encourage them to create additional health
insurance options that better serve the needs of the frozen group. Furthermore, the duty of
prudence requires the Board’s engagement in a competitive bidding process as soon as
practicable, once the minimum necessary information has been compiled, to determine whether
there are additional coverage options that would meet all members’ needs, including the frozen
group.
CONCLUSION
In summary, the Board’s fiduciary duties require the Board to consider the needs of the
entire LAFPP membership, including the frozen group. Because the current healthcare options
may not adequately meet the frozen group’s needs, the Board should consider exercising its
fiduciary judgment to look for more affordable options that better match the frozen subsidy.
These options may come from multiple sources, which we encourage the Board to work with
Staff and the Plan’s healthcare consultant to further explore, including the Associations, HIPReligible plans, legislative changes to authorize new plan designs such as HRAs, and a
competitive solicitation process.

Encl.
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Current Premiums and Deductions for Frozen Subgroup Members

Code
10
11
12
30/40
31/41
33/43

PPO
Single Party
Two-Party
Family
Mem ABD
Mem ABD + 1 Dep None
Mem ABD + 1 Dep ABD
Kaiser

10
11
12
30/40
31/41
33/43

Single Party
Two-Party
Family
Mem ABD
Mem ABD + 1 Dep None
Mem ABD + 1 Dep ABD

10
11
12
30
31
33

HMO
Single Party
Two-Party
Family
Mem ABD
Mem ABD + 1 Dep None
Mem ABD + 1 Dep ABD

LAFRA eff 7/2020
LAPRA eff 7/2020
UFLAC eff 1/2021
Premium Subsidy Deduction Premium Subsidy Deduction Premium Subsidy Deduction
1071.33 1071.33
0.00
962.46
962.46
0.00 1027.29 1027.29
0.00
1735.46 1097.41
638.05 2139.76 1097.41 1042.35 1134.26 1097.41
36.85
2197.60 1097.41 1100.19 2506.10 1097.41 1408.69 1294.29 1097.41
196.88
716.09
480.41
235.68
595.46
480.41
115.05
515.31
480.41
34.90
1380.22
686.25
693.97 1772.76
800.36
972.40 1316.84
907.02
409.82
1024.98
686.25
338.73 1405.76
800.36
605.40 1004.06
907.02
97.04
Premium Subsidy Deduction Premium Subsidy Deduction
757.24
757.24
0.00
696.26
696.26
0.00
1486.04 1097.41
388.63 1358.54 1097.41
261.13
1872.28 1097.41
774.87 1592.68 1097.41
495.27
292.36
292.36
0.00
246.60
246.60
0.00
1021.16
785.41
235.75
908.88
785.41
123.47
556.26
556.26
0.00
465.88
465.88
0.00

Note: Subsidies are based on maximum 25 years of service.

Premium Subsidy Deduction Premium Subsidy Deduction
895.72
895.72
0.00 1024.82 1024.82
0.00
1733.50 1097.41
636.09 1801.42 1097.41
704.01
2029.98 1097.41
932.57 2119.30 1097.41 1021.89
682.22
480.41
201.81
377.80
377.80
0.00
1520.00
777.60
742.40 1229.82
733.14
496.68
1306.50
777.60
528.90
730.41
730.41
0.00
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ATTACHMENT 2

October 22, 2020

Freddy Escobar, President
United Firefighters of Los Angeles City, IAFF Local 112
1571 Beverly Boulevard
Los Angeles, CA 90026-5704
Dear Freddy,
At its meeting of October 1, 2020, the Board expressed an interest in understanding the progress
that has been made towards advancing the health security of our members who have a frozen health
subsidy.
We appreciate UFLAC’s efforts thus far to create affordable health plan offerings for our members
through the implementation of Medicare Advantage PPO and HMO plans. However, there is
concern that, over time, enrollment in non-Medicare health plans will become cost-prohibitive for
members with frozen subsidies, thereby limiting affected members’ access to Board-approved
group health plans. Over 3,400 active members did not elect to opt-in and pay the additional two
percent contributions towards vested retiree health subsidy increases.
I am sure that you share the Board’s concern regarding member access to quality, affordable health
coverage. As a follow-up to the Board’s current inquiry, I would appreciate if you please provide
a description of the steps UFLAC has taken, or expects to take in the future, to provide affordable
plan options for retirees with a frozen subsidy. Upon receipt, your response will be shared with the
Board. I look forward to your response and continued support for the retiree health program.
Sincerely,

Raymond Ciranna
General Manager
cc: Chuong Ho, 1st Vice President

www.lafpp.com

ATTACHMENT 3

October 22, 2020

Jeff Cawdrey, President
Los Angeles Firemen’s Relief Association, Inc.
7470 N. Figueroa Street
Los Angeles, CA 90041
Dear Jeff,
At its meeting of October 1, 2020, the Board expressed an interest in understanding the progress
that has been made towards advancing the health security of our members who have a frozen health
subsidy.
We appreciate LAFRA’s efforts thus far to create affordable health plan offerings for our members.
However, there is concern that, over time, enrollment in non-Medicare health plans will become
cost-prohibitive for members with frozen subsidies, thereby limiting affected members’ access to
Board-approved group health plans. Over 3,400 active members did not elect to opt-in and pay the
additional two percent contributions towards vested retiree health subsidy increases.
I am sure that you share the Board’s concern regarding member access to quality, affordable health
coverage. As a follow-up to the Board’s current inquiry, I would appreciate if you please provide
a description of the steps LAFRA has taken, or expects to take in the future, to provide affordable
plan options for retirees with a frozen subsidy. Upon receipt, your response will be shared with the
Board. I look forward to your response and continued support for the retiree health program.
Sincerely,

Raymond Ciranna
General Manager

www.lafpp.com
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October 22, 2020

Kevin McCarthy, President
Los Angeles Police Relief Association, Inc.
600 North Grand Avenue
Los Angeles, CA 90012
Dear Kevin,
At its meeting of October 1, 2020, the Board expressed an interest in understanding the progress
that has been made towards advancing the health security of our members who have a frozen health
subsidy.
We appreciate LAPRA’s efforts thus far to create affordable health plan offerings for our members
through the implementation of a Medicare Advantage HMO plan. However, there is concern that,
over time, enrollment in non-Medicare health plans will become cost-prohibitive for members with
frozen subsidies, thereby limiting affected members’ access to Board-approved group health plans.
Over 3,400 active members did not elect to opt-in and pay the additional two percent contributions
towards vested retiree health subsidy increases.
I am sure that you share the Board’s concern regarding member access to quality, affordable health
coverage. As a follow-up to the Board’s current inquiry, I would appreciate if you please provide
a description of the steps LAPRA has taken, or expects to take in the future, to provide affordable
plan options for retirees with a frozen subsidy. Upon receipt, your response will be shared with the
Board. I look forward to your response and continued support for the retiree health program.
Sincerely,

Raymond Ciranna
General Manager
cc: Diane Whisnant, Executive Director

www.lafpp.com
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From: Jennifer Lincicum
@fickewirth.com>
Sent: Monday, November 2, 2020 11:03 AM
To: Jasmine Pena <
@lafpp.com>
Cc: '
@uflac.org' <
@uflac.org>; Robert Steinbacher <
@lafra.org>; Brandon O. Moschetto
<
@fickewirth.com>; Eunice Q. Zordilla <
@lafpp.com>
Subject: RE: LAFPP Correspondence

EXTERNAL EMAIL! This email was generated from a non-LAFPP address. DO NOT click/open any link or
attachment unless you are 100% certain of the source.
Hi Jasmine,
Freddy asked that I respond to this correspondence from the General Manager.
UFLAC offers their non-Medicare frozen retirees cost-effective/comprehensive medical coverage through the Anthem
Blue Cross HSA-Eligible PPO plan. This plan continues to offer the same quality PPO health care coverage that the retiree
had access to as an active member.
Moreover, the HSA-Eligible PPO plan also includes some of the lowest monthly premiums of any Board-approved
medical plan available to LAFD retirees. This translates to some of the lowest monthly out-of-pocket costs for nonMedicare frozen retirees and their families when accounting for the LAFPP subsidy.
Additionally, if any retirees participate in the HSA-Eligible PPO plan during active employment at LAFD, they can
continue to access the negotiated and pre-tax contributions during retirement. As a reminder, the retiree can continue
to contribute towards their HSA until they are enrolled in Medicare at age 65. This means retirees can receive the triple
tax-free benefits from an HSA including:
1. Pre-tax contributions reducing federal income tax
a. Contributions may be made through the banking portal and itemized by the retiree
b. At age 55, retirees are eligible for catch-up contributions, up to $1,000 per year
2. Earn tax-free interest
3. Allow tax-free withdrawals for qualified medical expenses
The retiree’s HSA can be used towards a variety of qualified medical expenses including, but not limited to
copays/deductibles, dental/vision expenses, and group plan premiums.
As always, the UFLAC Benefits Trustees continue to do their due diligence and review the plans to ensure the benefits
available meet the needs of all plan participants. This includes comprehensive cost-benefit analyses and planning to
continue offering affordable and quality health care to their non-Medicare frozen retirees.
Should you have any questions please let me know.
Jennifer
Jennifer Lincicum
President | Fickewirth Benefits Advisors
2575 Vista Del Mar Dr. Suite 201 | Ventura, CA 93001
@fickewirth.com | www.fickewirth.com
Office: (805) 653-2030,
| Cell: (
)
CA Insurance License: 0602572
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LOS ANGELES FIREMEN’S RELIEF ASSOCIATION

November 4, 2020

Raymond P. Ciranna
General Manager
Los Angeles Fire and Police Pensions
701 East 3rd Street, Suite 200
Los Angeles, CA 90013
Re: Follow-up Items (your letter dated 10/22/2020)
Dear Ray:
We have reviewed the letter referenced above. As with many aspects of health benefit plan design,
“affordability” is more complicated than it may seem. In a Plan with multiple benefit offerings, a major
concern is that an inadequately designed “low option” may result in “adverse selection” against the
existing “high option” plan (i.e., the better risks all gravitate toward the low option plan which, in turn,
quickly makes the high option plan progressively less affordable - in short, the reverse effect). We
believe your own consultant has aptly described this phenomenon as the “death spiral”. We assume
you do not want to inadvertently create such a death spiral for any of the current plan options, with
which our Members are very happy.
With respect to an “affordability level playing field”, since the frozen group has retained the 2% for its
own benefit for a significant period of time (including compounded investment return, especially if the
2% was invested in the City’s 457(b) Deferred Compensation Plan), the frozen group is not necessarily at
a significant affordability disadvantage vis-à-vis the “nonfrozen group”. The accumulated value of the
2% they have retained may offset the frozen subsidy, in many cases completely. Furthermore, we
intend to continue to offer the Kaiser HMO with its generally lower premiums.
As always, our goal is to maintain the long-term stability of all our health benefit offerings (including
our PPO Plan), in line with needs of our Members. Consistent with that goal, we will continue to
evaluate plan design with input from our consultants and will advise you of any proposed changes.
Sincerely,

Jeff Cawdrey, President
Los Angeles Firemen’s Relief Association
Cc:

LAFPP Board of Commissioners

7470 N. Figueroa Street• LOS ANGELES, CA 90041 • PHONE: (323) 259-5200 • FAX (323)259-5290 • www.lafra.org
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LOS ANGELES POLICE RELIEF ASSOCIATION, INC .

November 4, 2020

Raymond P. Ciranna
General Manager
Los Angeles Fire and Police Pensions
701 East 3rd Street, Suite 200
Los Angeles, CA 90013

Re: Response to Your Letter Dated 10/22/2020
Dear Ray:
We have reviewed the letter referenced above. As with many aspects of health benefit plan
design, “affordability” is more complicated than it may seem. In a Plan with multiple benefit
offerings, a major concern is that an inadequately designed “low option” may result in “adverse
selection” against the existing “high option” plan(i.e., the better risks all gravitate toward the low
option plan which, in turn, quickly makes the high option plan progressively less affordable - in
short, the reverse effect).We believe your own consultant has aptly described this phenomenon as
the “death spiral”. We assume you do not want to inadvertently create such a death spiral for any
of current plan options, with which our Members are very happy.
With respect to an “affordability level playing field”, since the frozen group has retained the 2% for
its own benefit for a significant period of time (including compounded investment return,
especially if the 2% was invested in the City’s 457(b) Deferred Compensation Plan), the frozen
group is not necessarily at a significant affordability disadvantage vis-à-vis the “nonfrozen group”.
The accumulated value of the 2% they have retained may offset the frozen subsidy, in many cases
completely. Furthermore, we intend to continue to offer the Kaiser HMO with its generally lower
premiums.
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As always, our goal is to maintain the long-term stability of all our health benefit offerings
(including our PPO Plan), in line with needs of our Members. Consistent with that goal, we will
continue to evaluate plan design with input from our consultants and will advise you of any
proposed changes.
Sincerely,

Kevin McCarthy, President
Los Angeles Police Relief Association

Cc:

LAFPP Board of Commissioners

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:

DECEMBER 17, 2020

FROM:

RAYMOND P. CIRANNA, GENERAL MANAGER

ITEM: C.2

SUBJECT: APPROVAL TO ISSUE A REQUEST FOR PROPOSAL FOR HEALTH CONSULTING
SERVICES AND POSSIBLE BOARD ACTION
RECOMMENDATION
That the Board authorize the General Manager to issue a Request for Proposal (RFP) for health
consulting services.
BACKGROUND
On June 7, 2018, the Board executed a contract with USI Insurance Services, Inc. (“USI”) for a term
of three years with a not-to-exceed limit of $300,000. On June 6, 2021, the contract for health
consulting services between Los Angeles Fire and Police Pensions and USI will expire.
DISCUSSION
The services provided by the health plan consultant support the Board’s ability to carry out its
fiduciary responsibilities to members. In recent years, oversight of the retiree subsidy program has
increased to include formal health and dental plan administrator contracts, as well as annual rate
renewal validations for Board-approved health and dental insurance plans. Additionally, as member
needs evolve, the Board may require additional data analysis or research of various health
insurance/benefit-related topics in the future. Therefore, Staff foresees the need to contract with
one or more health plan consultants to continue to support the Department’s activities surrounding
this program.
Staff is requesting authorization to issue an RFP seeking a consultant that has industry knowledge
and expertise to conduct the annual rate renewal validation of health and dental plans,
administration of future health, dental, and/or vision plan RFPs, regulatory compliance, general
consulting, and support for program planning and administration as requested by the Board.
Upon approval, the RFP will be published on the LAFPP website, on the City's website (Los Angeles
Business Assistance Virtual Network - LABAVN) and forwarded directly to firms providing health
consulting services. The evaluation of responses, cost information and a contract award
recommendation will be presented to the Board no later than April 2021.

BUDGET
Issuance of an RFP for health consulting services will not incur any cost to the Plan outside of
necessary staff time to administer the bid process. It is anticipated that any new contracts would be
effective no later than June 6, 2021. There is currently $67,163 remaining in the 2020-21 fiscal year
budget for health consulting services. Additional funding will be included as part of the Department’s
proposed 2021-22 fiscal year budget.
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 & Dental Benefits Section
RPC:JS:GM:EZ
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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:

DECEMBER 17, 2020

FROM:

RAYMOND P. CIRANNA, GENERAL MANAGER

ITEM: C.3

SUBJECT: AUDIT OF SUBSIDY PROGRAM FOR HEALTH AND DENTAL HEALTH PLANS
ADMINISTERED BY LOS ANGELES POLICE RELIEF ASSOCIATION AND
POSSIBLE BOARD ACTION
RECOMMENDATION
That the Board review, receive, and file the Audit of the Subsidy Program for Health and Dental
Plans Administered by Los Angeles Police Relief Association (LAPRA).
DISCUSSION
Internal Audit Section (IAS) conducted the Audit of the Subsidy Program for Health and Dental Plans
Administered by the Los Angeles Police Relief Association (LAPRA) in accordance with the fiscal
year 2020-21 Annual Audit Plan and Forecast based on the agreement between Los Angeles Fire
and Police Pensions (LAFPP) and LAPRA to conduct a performance audit to examine the
effectiveness, economy, efficiency, or internal controls of the health and dental plans administered
by LAPRA. IAS examined the following objectives:
•
•
•
•

Evaluate whether the subsidy program is administered in accordance with requirements.
Determine whether members for whom LAFPP paid subsidies were covered under an
approved health or dental plan.
Review compliance with key contractual requirements.
Assess reasonableness of administrative fees.

The subsidy program for health and dental plans administered by LAPRA was generally effective,
efficient, and produced expected results. LAFPP paid most subsidy benefits in accordance with
requirements, with only two of 12,111 subsidy payments incorrectly calculated in May 2020 due to
unique system errors that were typically corrected through manual overrides. IAS recommends that
LAFPP track and document all known system errors for review and to limit knowledge loss. In
general, any system overrides in PARIS should also be clearly flagged as they represent a deviation
from normal system processes and controls. These subsidy calculations have been corrected and
appropriate member refunds have been issued.
LAPRA provided accurate and complete health and dental coverage to all members for which
LAFPP paid a subsidy. In accomplishing this, both LAPRA and LAFPP complied with key contract

provisions selected for testing, including charging administrative fees of $7.00 per employee per
month (PEPM) for health plans and $1.80 PEPM for dental plans for the period tested.
Finally, the administrative fee rates paid to LAPRA for benefit plan administration were compared
to those of peer groups, such as the City of Los Angeles, to assess their reasonableness. In this
comparison, IAS first documented the scope of services provided by LAPRA and found that the
contract primarily details benefits administration services provided and does not explicitly detail
additional services provided such as benefits plan consulting and member communications. In
consideration of all services provided, IAS believes that fees paid to LAPRA were reasonable in
comparison to fees paid by peer groups; however, fees will increase from the tested maximum of
$8.80 per employee per month (PEPM) to $11.80 PEPM by the final year of the contract, with total
annual fees paid expected to exceed $1 million. These administrative fees are incorporated into
member premiums and are generally covered by a subsidy or a member out-of-pocket deduction.
The Board annually receives a reasonableness analysis of premium rates from LAFPP’s consultant,
USI, which does not evaluate the contractually set administrative fee. No similar analysis for
administrative fees is performed. As such, to provide a complete picture of healthcare costs to the
Board and LAFPP members, it is recommended that LAFPP ensure future contracts with third-party
administrators: (1) clearly document all services provided as consideration for administrative fees;
and (2) include assurance on the reasonableness of fees.
LAFPP and LAPRA generally agreed with the results, recommendations, and conclusions of the
audit. LAFPP’s full response is attached to the report.
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 THE SUBSIDY PROGRAM FOR HEALTH AND DENTAL PLANS
ADMINISTERED BY LOS ANGELES POLICE RELIEF ASSOCIATION
December 2020
Report Highlights
Purpose of Audit
To determine whether the subsidy program for health and dental plans administered by LAPRA
is effective, efficient, and produces expected results.
What We Observed
 Two (2) of 12,111 subsidy calculations tested were incorrect due to rare system errors and
overrides that were applied to correct them.
 LAPRA accurately covered all members for whom LAFPP paid a subsidy, under Board
approved health and dental plans as selected by the member.
 Both LAPRA and LAFPP complied with key contract provisions, including Section 4.0 in
which administrative fees of $7.00 and $1.80 per employee per month (PEPM) were
incorporated into the premiums of health plans and dental plans, respectively. LAPRA
received no additional compensation.
 LAPRA administrative fees for the period tested appeared reasonable based on
comparisons to peer groups that included the City of Los Angeles. However, administrative
fees are set to rise $1.00 per year to a combined maximum of $11.80 PEPM at the end of
the contract term, with total annual administrative fees likely to exceed $1 million. Currently,
the Board does not receive validation of the reasonableness of administrative fees.
 The Contract primarily details the benefits administration services provided by LAPRA as
consideration for the administrative fees. It does not explicitly detail the services provided
by LAPRA relating to benefits plan consulting and member communications.
What We Recommend
 LAFPP track and document all known system errors to ensure all cases are reviewed, and
knowledge is not lost due to staff turnover. System controls within PARIS, the pension
administration system, should be instituted to flag overrides, as they represent deviations
from normal system processes and controls.
 For future third-party administrator contracts, LAFPP should:
o Clearly define the scope of services received in exchange for administrative fees; and
o Validate the reasonableness of administrative fees.

INTRODUCTION
Pursuant to Internal Audit Section’s (IAS) Fiscal Year 2020-21 Annual Audit Plan and Forecast,
IAS conducted the Audit of the Subsidy Program for Health and Dental Plans Administered by
Los Angeles Police Relief Association (LAPRA).
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Los Angeles Fire & Police Pensions (LAFPP) administers a $153.7 million 1 subsidy program
for the health and dental coverage of eligible retired members and beneficiaries pursuant to
Administrative Code Sections 4.1151- 4.1164. LAFPP pays subsidies on behalf of eligible
members enrolled in Board-approved plans to provide suitable health, medical, hospital, dental,
or vision coverage. Employee service organizations that include Los Angeles Police Relief
Association (LAPRA), Los Angeles Fire Relief Association (LAFRA), Los Angeles Police
Protective League (LAPPL) and United Firefighters’ of Los Angeles City (UFLAC) began
offering health plans to their memberships prior to the subsidy program’s inception in 1975.
The organizations continue to administer the health and dental plans offered to members.
LAFPP pays subsidies to the service organizations on behalf of eligible members enrolled in
Board-approved plans.
LAPRA offers four fully insured health plans to its members: an Anthem Blue Cross preferred
provider organization (PPO) plan, an Anthem Blue Cross health maintenance organization
(HMO) plan, an Anthem Blue Cross Medicare Advantage with prescription drug coverage plan
(MAPD); and a Kaiser HMO plan. LAPRA also offers two dental plans: a self-funded Anthem
Blue Cross PPO plan and a fully insured Anthem Blue Cross HMO plan.
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
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 LAPRA, Bradawn, Inc., LAPRA’s health consultant, and Medical and Dental
Benefits (MDB) Section for their assistance, collaboration, and valued input throughout the
course of this audit.
Background
In October 2018, LAFPP and LAPRA signed a 5-year contract (the Contract) for the term July
1, 2018 – June 30, 2023 regarding the administration of retiree health and dental plans and
retiree health and dental plan subsidies. The Contract sets forth the specific services to be
performed by each party, along with contractual terms for fees and confidentiality. Article 3.2(v)
of the Contract requires a performance audit of the health and dental plans as related to the
subsidy program to examine the effectiveness, economy, efficiency, or internal controls of the
health and dental plans as administered by LAPRA.

1

2020-21 fiscal year budget for all health benefits
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AUDIT OBJECTIVES AND SCOPE
The overall objective of the audit was to determine whether the subsidy program for health and
dental plans administered by LAPRA is effective, efficient, and produces expected results. The
following objectives were evaluated:
Objective No. 1 – Evaluate whether the subsidy program is administered in accordance with
requirements;
Objective No. 2 – Determine whether members for whom LAFPP paid subsidies were covered
under an approved health or dental plan;
Objective No. 3a – Review compliance with key contractual requirements; and
Objective No. 3b – Assess reasonableness of administrative fees.
SUMMARY AUDIT RESULTS
The subsidy program for health and dental plans administered by LAPRA was generally
effective, efficient, and produced expected results. LAFPP calculated and paid subsidy
benefits in accordance with the Los Angeles Administrative Code (LAAC) and other
requirements for nearly all subsidy calculations tested. We found only 2 of 12,111 subsidy
calculations made in May 2020 were incorrect due to unique types of errors. In prior months,
LAFPP had applied manual overrides to the pension administration system (PARIS) to correct
subsidy calculation errors. However, the overrides were not updated in the month we tested.
IAS recommends that LAFPP track and document all known system errors for review and to
limit knowledge loss. In general, any system overrides in PARIS should also be clearly flagged
as they represent a deviation from normal system processes and controls.
Through a robust benefits administration process, LAPRA provided accurate and complete
health and dental coverage to all subsidy recipients. In accomplishing this, both LAPRA and
LAFPP complied with key Contract provisions selected for testing including administrative fees
for the period of $7.00 per enrollee per month (PEPM) for health plans and $1.80 PEPM for
dental plans. LAPRA received no additional compensation. To assess the reasonableness of
administrative fees, LAPRA’s fees were compared to the benefit administration costs of peer
groups. In performing this comparison, IAS first documented the scope of services provided
by LAPRA and found that many services provided were not listed in the Contract. As a result,
the true value of administrative fees may not be apparent based on the Contract alone. With
consideration of all actual services provided, administrative fees currently charged by LAPRA
were reasonable; however, fees are set to rise annually to a maximum amount of $11.80 PEPM
in the final year of the Contract, with total fees paid set to exceed $1 million.
Currently, the Board receives assessments of the reasonableness of rate renewals to validate
premium rates from LAFPP’s consultant, USI; however, the rate renewal analysis does not
include the administrative fee since it is a stipulated amount in the contract between LAFPP
and LAPRA. No similar assessments of the reasonableness of administrative fees is performed
by LAFPP. For comparison, the City of Los Angeles, the peer group that was used for
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benchmarking, follows a competitive bid process for their benefit administration contracts which
allow for a market rate assessment of reasonableness.
To ensure the continued
reasonableness of administrative fees, it is recommended that LAFPP ensure future contracts
with third-party administrators: (1) clearly document all services provided as consideration for
administrative fees; and (2) include independent assurance on the reasonableness of fees.
Clearly documenting services will allow LAFPP to better assess the value received for
administrative fees and subsequently obtain assurance on their reasonableness.
MANAGEMENT RESPONSE
LAFPP management generally agrees with the findings and recommendations and intends to
implement the recommendations. The Department indicated that there are 11 pensioners who
receive a Personnel Department Health Subsidy and periodically, manual adjustments must
be made. An additional data comparison will be added to the monthly transactions process to
ensure these subsidies are calculated correctly.
The Department will not seek to amend the current contract with LAPRA to expand on
information related to Administrative Fees and the Contract Scope of Work but will look to
include this information in future contracts with health and dental plan administrators.
Department staff will also work with LAPRA to determine whether this additional information
can be provided with the 2021 rate renewal presentation. While this latter action was not
specifically recommended in the audit, this is a commendable step to providing more
transparency.
AUDIT PROCEDURES AND TEST RESULTS
Objective No. 1 – Evaluate whether the subsidy program is administered in accordance
with requirements.
Background
In accordance with Sections 4.1154 and 4.1164 of the Los Angeles Administrative Code
(LAAC), which codifies program eligibility requirements, LAFPP provides subsidies to eligible
members in support of their health and dental coverage. Members include all LAFPP retirees
and their qualified survivors. In May 2020, LAPRA members received approximately $7.66
million in total subsidies for health and dental coverage. The distribution of subsidies amongst
the plans is detailed in the table below.
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Table 1 - Subsidies Paid to LAPRA Members in May 2020
Plan Type
Health: Anthem Blue Cross PPO
Health: Anthem Blue Cross HMO
Health: Anthem Blue Cross MAPD
Health: Kaiser HMO
Dental: Anthem Blue Cross PPO
Dental: Anthem Blue Cross HMO
Total

Subsidies Paid
$5,692,460
$821,891
$2,765
$991,036
$150,171
$4,953
$7,663,276

% of Total
74.3%
10.7%
0.0%
12.9%
2.0%
0.1%
100.0%

For the administration of the subsidy program, LAFPP’s duties primarily consist of calculating
and paying monthly subsidies on behalf of eligible members, collecting out-of-pocket premiums
from members, and ensuring subsidies are administered in accordance with authoritative
sources. The majority of the calculations of subsidies and deductions are performed by
LAFPP’s pension administration system, PARIS, and reconciled and monitored monthly by
Medical and Dental Benefits (MDB) Section.
Audit Procedures
To determine whether subsidies were paid in accordance with LAAC Sections 4.1154 and
4.1164 and their subsections, IAS recalculated all subsidies paid on behalf of LAPRA enrollees
for May 2020 to confirm eligibility and payment amounts. The recalculations accounted for
each member’s eligibility factors that include:





Years of service
Age
Tier
Medicare eligibility/enrollment





Premium of selected health plan
Dependent coverage
Subsidy freeze election

Test Results
IAS recalculated all 12,111 subsidies paid on behalf of LAPRA health and dental enrollees for
May 2020. Of the 12,111, IAS identified 2 subsidy payments that were calculated incorrectly
resulting in members receiving lower than expected health subsidies. See Findings and
Recommendations – Finding No. 1 for a further discussion of these two exceptions.
Objective No. 2 – Determine whether members for whom LAFPP paid subsidies were
covered under an approved health or dental plan.
Background
In accordance with the Contract, LAPRA is responsible for administering the benefits program
for members in their plans and providing members with health and dental coverage as selected
by members and paid for by LAFPP subsidies.
In accordance with this process, LAPRA offers four fully insured health plans: an Anthem Blue
Cross PPO plan, an Anthem Blue Cross HMO plan, an Anthem Blue Cross Medicare
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Advantage (MAPD) plan, and a Kaiser HMO plan. Total enrollment fluctuates throughout the
plan year as members join the plan and have other qualifying life events; however, a breakdown
of LAFPP member enrollment in LAPRA health plans as of May 2020 is found in Figure 1. A
majority of members (71.1%) were enrolled in the Anthem Blue Cross PPO health plan.
Figure 1 - LAFPP Member Enrollment in LAPRA Health Plans

MEMBER HEALTH ENROLLMENT
(MAY 2020)
N = 7,634
Kaiser HMO
19.5%

Anthem Blue
Cross MAPD
0.1%

Anthem Blue
Cross HMO
9.3%

Anthem Blue
Cross PPO
71.1%

LAPRA also offers two dental plans: a self-funded Anthem Blue Cross PPO plan and a fully
insured Anthem Blue Cross HMO plan. A breakdown of the May 2020 enrollment of LAFPP
members in LAPRA dental plans can be found in Figure 2. A majority of members (95.3%)
participated in the Anthem Blue Cross PPO Dental plan.
Figure 2 - LAFPP Member Enrollment in LAPRA Dental Plans

MEMBER DENTAL ENROLLMENT
(MAY 2020)
N = 4,477

Anthem Blue
Cross PPO
95.3%

Anthem Blue
Cross HMO
4.7%
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Audit Procedures
For the selected test period, May 2020, IAS:
1. Compared member enrollment in PARIS, LAFPP’s pension system, to health and dental
enrollment carrier rosters to verify that coverage provided by LAPRA was complete and
accurate.
2. Reviewed invoices and payment records for all six Board-approved health and dental plans
provided by LAPRA.
Test Results
LAPRA’s benefit administration process was effective, ensuring that all members were
provided complete and accurate health and dental coverage. Coverage was provided to all
members for which LAFPP paid a subsidy and all coverage was consistent with member
elections.
Objective No. 3a – Review compliance with key contractual requirements.
Background
In October 2018, LAFPP and LAPRA signed a 5-year contract (the Contract) that sets forth the
specific services to be performed by each party. The following key provisions of the Contract
were selected for review due to their subsidy payment or compensation impact.




Article 3.2(o) of the Contract states that LAPRA “Provide LAFPP a copy of each pensioner’s
Medicare Identification Card, as well as a copy of any Medicare Identification Card received
for a pensioner’s dependent, upon receipt by LAPRA.”
Article 3.2(s) of the Contract states that LAPRA will “Use reasonable efforts to verify
eligibility of all dependents enrolled on or after 1/1/98 in pensioners’ health plans.”

Article 4.0 of the Contract describes the administrative fee terms that serve as LAPRA’s
compensation. The administrative fees are set forth by the following articles:
 Article 4.1 of the Contract states that “The administrative fee shall be incorporated into the
health and dental premiums and payable in the month prior to the coverage month. The
current health administrative fee is $5.00 per member (primary subscriber) per month for
2018-19. The health administrative fee is scheduled to increase by $2.00 per member for
2019-20 and $1.00 per member for each subsequent year to a maximum of $10.00 per
member. The dental administrative fee is $1.80 per member (primary subscriber) per
month…”
 Article 4.2 of the Contract further states “The administrative fee(s) payable pursuant to
Article 4.1 shall be the only compensation LAPRA receives from LAFPP for services
provided pursuant to this Agreement…”
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For the period tested, May 2020, the administrative fees were $7.00 per enrollee per month
(PEPM) for health plans and $1.80 PEPM for dental plans.
Audit Procedures
For the test period May 2020, IAS:
1. Reviewed Medicare enrollment policies to confirm procedures were in place to ensure
timely enrollment in Medicare. IAS randomly selected 10 members who turned age 65 in
2020 to confirm their Medicare enrollment.
2. Reviewed dependent eligibility policies to confirm procedures were in place to ensure
dependent eligibility was current. IAS randomly sampled 10 subscribers enrolled in multiparty plans to confirm the eligibility of covered dependents.
3. Compared LAPRA premiums to carrier contracts and ancillary health services to verify that
administrative fees were consistent with the contracted rates of $7.00 PEPM for health
plans and $1.80 PEPM for dental plans and that no additional compensation was received.
Test Results
1. Medicare enrollment policies were in place and appeared reasonable. Medicare cards for
each of the selected members who turned age 65 in 2020 were reviewed and confirmed to
be enrolled.
2. Dependent eligibility policies were in place and appeared reasonable. All dependents of
each of the selected subscribers were confirmed as eligible through review of official
documents such as marriage and birth certificates, and court records.
3. LAPRA premiums included an administrative fee consistent with the Contract rate, charging
$7.00 PEPM for health plans and $1.80 PEPM for dental plans. LAPRA received no
additional compensation.
Objective No. 3b – Assess reasonableness of administrative fees
Background
Pursuant to LAAC §4.1152, the Board contracts with LAPRA as a third-party administrator to
provide group health and dental plans to sworn police retirees. LAPRA receives compensation
for their third-party administrator services in the form of a fixed PEPM administrative fee that is
incorporated into monthly premiums.
For the period tested, May 2020, the health administrative fee was $7.00 PEPM after an
increase of $2.00 in July 2019. The health PEPM fee will rise an additional $1.00 annually
through the term of the Contract to a cap of $10.00 PEPM. The dental administrative fee
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remains steady at $1.80 PEPM through the term of the Contract. A breakdown of the total
health and dental administrative fees collected for calendar year (CY) 2019 is detailed in the
table below.
Table 2 - Administrative Fees Paid in CY 2019 1
Avg. Monthly
Total Annual
PEPM Cost
Enrollment
Fees Paid
2
Health Plans
7,572 $5.00 - $7.00
$546,748
$1.80
Dental Plans
4,494
$97,067
Totals
12,066
$643,815
1 Source: LAPRA
2 Per the Contract, administrative fees rose from $5.00 to $7.00 in July 2019

Reasonableness of administrative fees was assessed through peer comparisons from two
sources. First, aggregate data on health plan costs was compiled by the United States
Department of Labor in a report entitled “Annual Report to Congress on Self-Insured Group
Health Plans” (DOL report). The DOL report, most recently issued in March 2019, summarizes
health plan data compiled from the Form 5500 filings for tax year 2016 of over 56,000 employer
sponsored health plans. It reports aggregate plan participant numbers, plan assets/liabilities,
revenues/expenses, plan benefits, and funding arrangements. Form 5500 is a required filing
for health and pension plans that are subject to the Employee Retirement Income Security Act
of 1974 (ERISA). LAPRA is exempt from Form 5500 as its plans cover primarily government
employees.
Second, the City of Los Angeles’ (the City) benefits program for active civilian employees was
used as a peer benchmark as it shares reasonably similar characteristics to the program
administered by LAPRA. Both programs operate in the Los Angeles area, offering four health
plan choices and two dental plan choices primarily to government employees while contracting
out most administrative services; however, key program differences were also noted and
considered in the comparison. For example, LAPRA offers a retiree-only benefits program with
a population that is only approximately one-fourth the size of the City’s population, both are
factors that would generally result in higher administrative costs.
Audit Procedures
To assess the overall reasonableness of LAPRA administrative fees, IAS:
1. Assessed whether LAPRA administrative fees were reasonable in comparison to aggregate
peer statistics and metrics compiled in the DOL report.
2. Compared LAPRA administrative services and fees to those of the City for active civilian
employees.
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Test Results
1. LAPRA’s current administrative fees compared favorably as a percentage of revenues to
the peer group represented in the DOL report. The peer group used were mixed-insured,
single-employer benefit plans with 100 or more participants. For May 2020, LAPRA
administrative fees were 0.70% of plan revenues which was almost half (0.69% lower) of
the DOL report average of 1.39% of plan revenues. Supporting details of LAPRA’s
comparison to DOL report metrics can be found in Appendix A.
2. LAPRA’s administrative fees for the period tested were competitive with the administrative
costs incurred by the City to manage their benefit plan for active civilian employees. Based
on May 2020 enrollment levels in health and dental plans, the average administrative fee
paid by LAPRA enrollees was $7.82 PEPM. For the plan year 2019-20, the City’s
contracted administrative cost for their benefit plans for active civilian employees was
estimated to be $6.92 PEPM. Despite the $0.90 variance, IAS believes that the program
differences and value added by LAPRA justify the additional costs. A detailed comparison
of the services and costs of the two benefit plans can be found in Appendix A.
3. Although there were no indications that administrative fees were excessive for the period
tested, IAS identified two components of the contracting process that could be improved
upon to ensure that costs remain reasonable. For future contracts, LAFPP should: (1) more
clearly define the scope of services in the contract to better understand the consideration
received for administrative fees, and (2) obtain objective assurance that administrative fees
for the services provided are reasonable. The impacts of these findings and detailed
recommendations are discussed under Findings and Recommendations – Findings No. 2
& 3.
FINDINGS AND RECOMMENDATIONS
Finding No. 1 – Track and review system overrides
The two subsidy calculation exceptions were a result of system errors in LAFPP’s pension
administration system (PARIS) and manual overrides that were applied to resolve them. These
overrides were not updated as system errors were corrected or as the subsidy calculation
assumptions changed. The infrequency of these errors mitigates significant risk and makes
the cost of an immediate system fix potentially impractical. For instance, the remaining system
issue only has the potential to affect two additional members.
Recommendation No. 1
Although these errors occur infrequently, MDB section should ensure that all system errors and
workarounds applied are documented and tracked. This will ensure that potential errors are
regularly reviewed and limit knowledge loss due to staff turnover. MDB section indicates they
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have taken steps to document and resolve these errors and will include them in future staff
trainings. Subsidy calculations have been corrected and applicable refunds to members have
been processed.
Generally, IAS also recommends that any manual overrides that are applied in PARIS are
flagged. Overrides create a risk as they circumvent regular system processes and controls
that are in place to prevent errors.
Finding No. 2 – Clearly define scope of services
In comparing to peer groups, IAS first defined the scope of services provided by LAPRA as
dictated by the Contract and the benefit administration process. IAS found that LAPRA
provides services that span three core areas that are also contracted out by the City: (1)
ongoing third-party benefits administration, (2) benefits plan consulting, and (3)
communications consulting. Examples of services provided by each core service is detailed
below:
Table 3 - Contractual Services
Services Provided
Ongoing Third-Party Benefits Enrollment services, eligibility tracking, recordkeeping,
Administration
reconciliations, and data exchanges
Plan design, regulatory compliance, benefit service
Benefit Plan Consulting
provider renewals, and procurements for plan services
Member engagement campaigns, communication
Communications Consulting
materials, website design, and surveys
Although the Contract defines some of these services under Article 3, many are implied
services that are performed by LAPRA as part of the broader benefits administration process.
As a result, the Contract does not appear to capture the full range of services provided as
consideration for the administrative fee.
Finding No. 3 – Obtain assurance on reasonableness of administrative fees
The Board currently receives detailed information related to medical trend rates on an industrywide basis and specific to LAPRA and assessments of the reasonableness of rate renewals
from LAFPP’s consultant, USI. The rate renewal analysis, however, does not include the
administrative fee since it is a stipulated amount in the contract between LAFPP and LAPRA.
LAFPP does not currently conduct a similar reasonableness analysis of administrative fees.
Although LAPRA’s current administrative fees appear to be comparable to the City and other
peers, fees are set to rise at a rate of $1.00 per year to a maximum administrative fee of $11.80
PEPM at the end of the contract term. These fees are incorporated into plan premiums and
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are covered by either a subsidy or member deduction. Administrative fees paid in 2019 totaled
$643,815 and at continuing enrollment levels, the total paid by police retirees will likely exceed
$1 million. With the significant contract value, the reasonableness of fees should also be
considered in future contracts procured by LAFPP.
Recommendations No. 2 & 3
To provide a more complete picture of healthcare costs to the Board and LAFPP members,
future third-party benefit administrator contracts should:
 Clearly define the scope and services that will be performed by the contractor as
consideration for the administrative fee; and
 Obtain assurance on the reasonableness of administrative fees similar to the assurance the
Board currently receives on premiums and rate renewals.
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APPENDIX A – ASSESSMENT OF THE REASONABLENESS OF ADMINISTRATIVE FEES
Reasonableness of administrative fees was assessed through peer comparisons to two
sources: aggregate health plan cost data compiled by the United States Department of Labor
in a 2019 report entitled “Annual Report to Congress on Self-Insured Group Health Plans” (DOL
report) and administrative costs incurred by the City of Los Angeles (the City) in managing their
benefit plan for active civilian employees. Comparisons of LAPRA administrative fees to each
source is detailed below.
DOL Report
Table 4 – Comparison to DOL Report Metrics
LAPRA
(May 2020)1

Report Totals
(2016)2

Difference

Metric
Percent adm exp to total revenue
Key Statistics
No. of Plans
No. of Unique Participants
o Health and Vision
o Dental

0.70%

1.39%

4
7,872
7,634
4,477

567
8,141,000
n/a
n/a

Total Revenue

$8.8M

$61,953M

$61,4973

$859M

1,909
$15,374

14,358
$1.52M

Total Adm. Exp.
Avg. No. Participants
Avg. Total Adm. Exp.

-0.69%

1 Source: LAFPP enrollment in May 2020
2 Source: DOL report
3 Estimated administrative fees collected for health and dental plans in May 2020

City of Los Angeles
The City’s benefits program for active civilian employees shares similar characteristics to the
program administered by LAPRA, with both operating in the Los Angeles area, offering four
health plan choices and two dental plan choices primarily to government employees, and
contracting out most administrative services. The City contracts with three vendors to provide
a scope of services that is similar to the services provided to LAFPP by LAPRA. A comparison
of the services and costs of the benefit plans administered by LAPRA and the City is detailed
in the table below.
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Table 5 - Comparison of Third-Party Benefits Administration Services
LAPRA
City of LA Contractors
(Police Retirees)
(Active Civilians)
Health: $7.00 PEPM
PEPM Fee
Dental: $1.80 PEPM
Composite: $6.92 PEPM
Average: $7.82 PEPM
Population
7,700
28,000
 On-going benefits
 On-going benefits
administration, open
administration, open
enrollment, and recordkeeping
enrollment, and recordkeeping
Services
 Benefits plan administration
Included in
 Benefits plan administration
consulting
PEPM fee
consulting
 Member communications
 Member communications
consulting
consulting
Additional Costs All Inclusive

Service Levels

Not Specified

Printing & Postage Costs
Dependent Audits
Enrollment Workshops
4-6 customer service
representatives with a maximum
of 19,000 interactions/year

Overall, the City has the advantage of a larger population size and a primarily non-Medicare
population which allows for more efficient pricing. Additionally, the City initiates a competitive
bid process for their benefits administration service contracts, which allows for regular market
rate assessments. In contrast, LAFPP benefits administration services for police retirees have
been contracted out to LAPRA, which has served in this capacity since the inception of the
subsidy program. LAPRA delivers value over the City contractors with their fees being inclusive
of all costs including printing and postage and in the provision of their unlimited and familiar
customer service. Additionally, LAPRA is the primary facilitator of plan designs, negotiations,
procurements, and member communications with the LAFPP Board and staff participating in
the final review and approval stage. In comparison, City staff and its labor board are primarily
responsible for overseeing contracts, procurements, and negotiations with carriers.
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APPENDIX B – LAFPP RESPONSE
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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:

DECEMBER 17, 2020

FROM:

RAYMOND P. CIRANNA, GENERAL MANAGER

ITEM: C.4

SUBJECT: ANNUAL
CONFIRMATION
OF
ORGANIZATIONAL
INDEPENDENCE AND POSSIBLE BOARD ACTION

AND

AUDITOR

RECOMMENDATION
That the Board review, receive, and file the annual confirmation of organizational independence of
the internal audit activity and auditor independence.
BACKGROUND
The International Standards for the Professional Practice of Internal Auditing (ISPPIA) requires the
chief audit executive to confirm to the Board, at least annually, the organizational independence of
the internal audit activity (ISPPIA 1110). Further, both ISPPIA and Governmental Auditing
Standards (GAS) require auditors to identify, evaluate and apply safeguards to address threats to
independence.
Additionally, pursuant to the Board’s Duties and Responsibilities, the Board oversees the internal
control and audit functions by reviewing the organizational structure and qualifications of the Internal
Audit Section (IAS).
Both ISPPIA and GAS require auditors to possess knowledge, skills, and competencies needed to
perform work pursuant to standards. This includes obtaining relevant continuing professional
education (CPE) credits. Specifically, ISPPIA requires auditors with professional certifications to
obtain sufficient CPE to maintain them; and GAS requires auditors to complete a total of 80 hours
of CPE in every two-year period, with at least 24 hours directly related to the government
environment.
DISCUSSION
Organizational Structure and Independence
LAFPP’s Departmental Audit Manager (DAM) is the “chief audit executive” for the department.
Consistent with ISPPIA 1110, the DAM reports functionally to the Board and reports administratively
to the General Manager, as noted by the two reporting lines on page one of the LAFPP
Organizational Chart (see Attachment 1). Pursuant to ISPPIA 1110, organizational independence
is achieved when the DAM reports functionally to the Board.

ISPPIA 1110 provides seven examples of functional reporting to the Board. The table below
indicates these seven examples and the LAFPP Board actions that demonstrate each.
TABLE – FUNCTIONAL REPORTING EXAMPLES AND BOARD ACTIONS
Examples of Functional Reporting to the Board –
ISPPIA 1110

Dates and Board Actions
July 21, 2011: original Board approval

1. The Board approves the internal audit charter

July 19, 2018: most recent update and
approval
January 20, 2011: original Board approval

2. The Board approves the risk-based internal audit plan
3. The Board approves the internal audit budget and resource
plan
4. The Board receives communications from the DAM on the
internal audit activity’s performance relative to its plan
5. The Board approves decisions regarding the appointment
and removal of the DAM

6. The Board approves the remuneration of the DAM

7. The Board makes appropriate inquiries of management and
the DAM to determine whether there are inappropriate
scope or resource limitations

June 18, 2020: most recent approval
June 18, 2009: original Board approval of
budget including Internal Audit staff
June 18, 2020: most recent approval
April 19, 2012: original communication
October 15, 2020: most recent
communication
June 18, 2009: original Board approval of
budget including DAM authorization
June 18, 2020: most recent approval
June 18, 2009: original Board approval of
budget
June 18, 2020: most recent approval
(The DAM salary is set pursuant to MOU
36)
Scope/resource limitations are noted in
each Annual Audit Plan and Forecast
presented in open session to the Board,
most recently on June 18, 2020.

Auditor Independence
IAS staff maintains their independence, in both mind and appearance and avoids any conflict of
interest, to produce work that is impartial and is viewed as impartial by reasonable, informed third
parties (GAS 3.22 and ISPPIA 1120). IAS evaluates threats to independence by applying the GAS
conceptual framework during the annual risk assessment process and development of the Annual
Audit Plan. The same evaluation is completed at the audit project level for each auditor assigned
to the project (GAS 3.30). There have been no identified threats to independence at the
organizational, engagement team or individual auditor levels in the preceding 12 months.
Qualifications of the Internal Audit Staff
The following credentials are maintained by current IAS staff: Certified Internal Auditor, Certified
Public Accountant, and Certified Government Auditing Professional. Staff members are responsible
to obtain appropriate CPE to maintain individual certifications.
The DAM is responsible for monitoring CPE compliance with ISPPIA and GAS. CPE is tracked on
a calendar-year basis. Staff is scheduled and on track to obtain the required CPE to maintain current
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certifications as required by the ISPPIA, as well as to obtain the total of 80 hours of CPE in every
two-year period, with at least 24 hours directly related to the government environment as required
by GAS.
BUDGET
A total of $3,000 was budgeted for Specialized Training for Fiscal Year 2020-21 for IAS to obtain
CPE as referenced above.
POLICY
There is no policy impact associated with this report.

This report was prepared by:
Cynthia Varela, Departmental Audit Manager
Internal Audit Section
RPC:CV
Attachment:
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DEPARTMENT OF FIRE AND POLICE PENSIONS
2020-21 Organization Chart

Members
LAFPP – TOTAL POSITIONS
Authorized
125
Sub-Authorities
5
Resolution Authorities
2
As Needed
2

Filled
107
Filled
3
Filled
1
Filled
1

Board of Fire and Police Pension
Commissioners
Brian Pendleton – President
Kenneth Buzzell – Vice President
Corinne T. Babcock
Adam Nathanson
Ruben Navarro
Pedram Salimpour, M.D.
Belinda M. Vega
Paul M. Weber
Garrett W. Zimmon

City Attorney
1 Assistant City Attorney
Anya J. Freedman
2 Deputy City Attorney IV
John C. Blair
James H. Napier
2 Deputy City Attorney III
Miguel Bahamon
Joshua M. Geller
1 Legal Secretary II
Nicole Paul

General Manager
Raymond P. Ciranna

Internal Audit
1 Departmental Audit Manager
Cynthia Varela
1 Internal Auditor IV
James Yeung
1 Internal Auditor II
Jennifer Van

#075
#119
#104

#041

1 Executive Administrative Assistant III #009
Martha Martinez
1 Secretary
#086
Joni Chavez

Administrative Operations Division
Executive Officer
William S. Raggio

#077

Investments Division
Chief Investment Officer #083
Thomas Lopez

Pensions Division
Assistant General Manager #042
Joseph Salazar

Effective November 8, 2020

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:

DECEMBER 17, 2020

FROM:

RAYMOND P. CIRANNA, GENERAL MANAGER

ITEM: C.5

SUBJECT: REVIEW OF ALLIANCEBERNSTEIN, L.P.’S CONTRACT FOR GLOBAL REAL
ESTATE INVESTMENT TRUST (REIT) INDEX AND POSSIBLE BOARD ACTION
RECOMMENDATION
That the Board:
1. Approve a new three-year contract with AllianceBernstein, L.P. for Global Real Estate
Investment Trust (REIT) index management services;
2. Authorize the General Manager to review and negotiate the terms and conditions with
AllianceBernstein, L.P. for Global Real Estate Investment Trust (REIT) index management
services for the period of March 1, 2021 through February 29, 2024; and,
3. Authorize the President of the Board, on behalf of the Board, to execute the contract with
AllianceBernstein, L.P. for Global Real Estate Investment Trust (REIT) index management
services, subject to the approval of the City Attorney as to form.
BACKGROUND
Real Estate Investment Trusts (REITs) are publicly traded stocks that invest in real estate, either by
taking equity positions in properties, making loans to developers or operators, or a combination of
the two. REITs principally generate revenue from rent earned on properties or interest earned on
mortgage loans and are required by IRS regulations to pay out at least 90% of income as dividends.
As publicly traded stocks, REITs are bought and sold on the major exchanges like equity stocks
and provide a highly liquid method of investing in real estate.
The Board began investing in public real estate in 2006. In September 2013, the Board divided the
portfolio between U.S. and Global REITs, allocating 50% of the Fund’s total 3% REIT allocation to
Global REITs. Following a search in August 2013, the Board hired Principal Real Estate Investors
(Principal) and EII Capital Management (EII) to manage the Fund’s Global REIT portfolio.
Shortly after hiring EII, Staff was notified that several senior level investment professionals had left
the firm. Due to the significant turnover, Staff and Townsend recommended terminating the contract
with EII. In September 2014, the Board approved dividing the account assets between Principal
(1/3) and one of the Board’s passive managers (2/3).

In March 2015, AllianceBernstein, L.P. (AllianceBernstein or AB) began managing the passive
Global REIT account with an initial funding of approximately $114 million. As of September 30,
2020, the AllianceBernstein Global REIT index account value was $126.9 million.
AllianceBernstein’s contract will expire February 28, 2021.

DUE DILIGENCE REVIEW
As part of the due diligence process, Staff requested that AllianceBernstein complete a
comprehensive questionnaire. The questionnaire focused on areas of ownership, personnel, assets
under management, investment style and investment performance.

OWNERSHIP
Alliance Capital Management Corporation was founded in 1971 by the merger of the investment
management department of Donaldson, Lufkin & Jenrette, Inc. and the investment advisory
business of Moody’s Investors Services, Inc. In 1985, Alliance Capital was acquired by The
Equitable Life Assurance Society of the United States (now Equitable Holdings, Inc.). In 2000,
Alliance Capital acquired Sanford C. Bernstein and renamed the firm AllianceBernstein L.P.
AllianceBernstein is a public company that trades under the stock symbol “AB” on the New York
Stock Exchange. The firm operates independently of its majority shareholder, Equitable Holdings,
Inc. As of September 30, 2020, 64.9% of AllianceBernstein was owned by Equitable Holdings, Inc.,
21.6% is publicly owned and the remaining 13.5% is owned by AllianceBernstein directors, officers,
and employees.
AllianceBernstein is headquartered in New York City. In May 2018, Alliance announced that it was
relocating its corporate headquarters to Nashville, TN. The corporate functions including finance,
IT and legal will be moving to Nashville, while the portfolio management functions will remain in
New York City. The completion of this relocation is expected by the 2nd Quarter of 2021

PERSONNEL
AllianceBernstein’s Index Strategies Team, which is responsible for LAFPP’s Global REIT portfolio,
consists of five investment professionals with an average of 26 years of experience. Judith DeVivo
is the Senior Portfolio Manager of Index Strategies and has day-to-day management responsibility
for all LAFPP mandates. Other team members include Chief Investment Officer of the Index
Strategies Joshua Lisser who has ultimate decision-making responsibility for the LAFPP portfolio,
Portfolio Manager Ben Sklar and Analysts Geoff Tomlinson and Xiaoxiang Yang.
AllianceBernstein announced some executive transitions due to planned retirements. In August
2020, John Weisenseel, Chief Financial Officer (CFO), announced his retirement in September
2021. He will transition to a senior advisory position and Ali Dibadji, currently Head of Finance and
Strategy, will assume the CFO position in February 2021. In July 2020, Kate Burke replaced Jim
Gingrich, who will be retiring in December, as Chief Operating Officer.
Elizabeth Smith, Senior Managing Director of Public Funds, continues as LAFPP’s client service
representative.
Board Report

Page 2

December 17, 2020

ASSETS UNDER MANAGEMENT
AllianceBernstein managed firm-wide assets of $630.8 billion across 636 institutional clients as of
September 30, 2020. This represents an increase in assets under management of about $81.4
billion when compared to the value on March 31, 2018 and an increase of 41 institutional clients.
The value of the Board’s portfolio increased from $107.8 million on March 1, 2018 to $126.9 million
on September 30, 2020. The increase can be attributed to capital appreciation offset by $10.5
million in dividend income withdrawals.
INVESTMENT STYLE
AllianceBernstein’s Index Management Team, based in New York, uses a collaborative approach
to manage portfolios.
The goal of the Global REIT index strategy is to achieve benchmark returns at the lowest possible
cost, within the client’s targets for tracking error. There are two standard methods to meet this
objective: 1) a full replication of the benchmark and 2) a stratified sampling approach. A full
replication holds all stocks in the index at their index weight. A stratified sampling approach holds a
subset of index stocks. The decision to replicate or sample is a compromise between cost and
tracking error. Holding all the securities in the benchmark reduces tracking error, but increases the
costs associated with brokerage commissions and turnover. The stratified sampling method holds
fewer securities in a portfolio and thus has lower costs but may result in greater tracking error from
the benchmark.
AllianceBernstein uses the full replication method in the management of LAFPP’s Global REIT index
strategy. The portfolio manager minimizes tracking distortions by rebalancing the account when the
cash positions reach 0.5% to 1.0% or when there are client-directed cash flows, corporate
reorganizations or to adjust to changes in the composition of the indexes. Transaction costs are
minimized through cross trading, program trading and by utilizing discount brokerage.

INVESTMENT PERFORMANCE
AllianceBernstein has achieved satisfactory tracking results, with returns closely tracking the FTSE
EPRA/NAREIT Developed Index (Attachment I). As noted on Attachment I, there is a significant
amount of red coding associated with the returns of the account. The slight underperformance is to
be expected for the following reasons: First, there are transaction costs associated with the portfolio
each time cash is added or removed. For example, there are commissions, SEC fees, taxes and
market impact costs. Typically, Staff utilizes the passive portfolios when funding or terminating
other managers. Secondly, Staff removes the dividends from the portfolio monthly, to fund the
monthly pension benefits. During the month as the dividends post to the account, the cash remains
uninvested, causing what is referred to as a “cash drag” to the portfolio.
The index fund returns do not account for transaction costs or the removal of dividends. For these
reasons, index portfolios will normally slightly underperform their respective benchmarks. The slight
underperformance illustrated is low and within expectations for a mandate of this size verses the
benchmark.
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Attachment I provides the AllianceBernstein Global REIT index performance since inception of the
account.
CONCLUSION
AllianceBernstein has provided excellent service and a stable team. They charge a flat fee of 7
basis points that ranks in the 1st percentile when compared to the eVestment Global REIT universe
using a separate account vehicle of comparable mandate size. The median fee for an active
manager in this universe is 63 basis points. Based on the September 30, 2020 account value,
AllianceBernstein’s annual fee is approximately $89,000.
Staff recommends that the Board approve a new three-year contract with AllianceBernstein for
global REIT index management services. RVK concurs with Staff’s recommendation.

BUDGET
Approval of this recommendation is not anticipated to affect LAFPP’s annual budget as
AllianceBernstein’s management fees have already been projected and included in the budget.

POLICY
Approval of this recommendation will have no policy impact.

CONTRACTOR DISCLOSURE INFORMATION
The contractor complied with LAFPP’s Contractor Disclosure Policy regarding gifts, campaign
contributions, charitable contributions, intermediaries, and contacts on October 14, 2020. Internal
Audit Section reviewed the provided information and determined there was nothing new to report
under this policy.

This report was prepared by:
Miki Shaler, Investment Officer
Investments Division
RPC:TL:PGP:AC:MS
Attachments:
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Attachment I

AllianceBernstein Global REIT Performance Analysis
Returns as of September 30, 2020

CYTD

1 Year

3 Years

5 Years

Inception
Return2

AllianceBernstein Global REIT Index (Gross of Fees)

-18.62

-17.03

-0.34

3.05

1.16

AllianceBernstein Global REIT Index (Approx Net of Fees1)

-18.67

-17.10

-0.41

2.98

1.09

FTSE EPRA/NAREIT DEV Index

-19.09

-17.50

-0.51

2.98

1.11

0.47
0.42

0.47
0.40

0.17
0.10

0.07
0.00

0.05
-0.02

Difference (Gross of Fees)
Difference (Approx Net of Fees)
1
2

AllianceBernstein Global REIT Index annual management fee is 7 bps.
Return information is from the inception date listed in the far right column

Calendar Year Annual Return Information from 2016 - 2019

2019

2018

2017

2016

AllianceBernstein Global REIT Index (Gross of Fees)
AllianceBernstein Global REIT Index (Approx Net of Fees1)

22.78

-4.56

11.26

4.94

22.71

-4.63

11.19

4.87

FTSE EPRA/NAREIT DEV Index

23.06

-4.74

11.42

4.99

Difference (Gross of fees)

-0.28

0.18

-0.16

-0.05

Difference (Net of fees)

-0.35

0.11

-0.23

-0.12

1

AllianceBernstein Global REIT Index annual management fee is 7 bps.

Inception
Date
02/28/2015

Attachment II

Memorandum
To
From
Subject
Date

The Los Angeles Fire and Police Pension System (“LAFPP”)
RVK, Inc. (“RVK”)
AllianceBernstein Global REIT - Contract Renewal
December 17, 2020

Recommendation
RVK recommends that the Board renew the AllianceBernstein (“AB” or “AllianceBernstein”) Global
REIT contract. This is in agreement with the Staff’s recommendation to the Board.
The strong organizational structure of AB, combined with their indexed strategy systems and
personnel gives RVK no concerns regarding passive strategy implementation. The strategies
have maintained appropriate levels of ex-post tracking error, and the various internal index groups
mitigate and manage risk in a comprehensive manner utilizing both off-the-shelf and proprietary
systems. The passively managed equity strategies are effectively implemented, are backed by
robust firm resources, and are favorably priced for LAFPP when compared to peers.

Background
The AllianceBernstein contract expires on February 28, 2021. As of September 30, 2020, LAFPP
has approximately $126.9 million invested in the AllianceBernstein separate account product.
LAFPP has been invested in this account since February 2015. This makes up 40.9% of the
Global REITS composite, approximately 18.9% of the REITS composite, and 0.5% of the Total
Plan.
AllianceBernstein also manages AB S&P 500 Core, AB US Systematic Value, AB Russell 1000
Growth Index, AB Small Cap Value, AB S&P 600 Index, and six AB Commodity mandates for
LAFPP. In total, AllianceBernstein manages over $6.1 billion in assets for LAFPP, which is 24.3%
of the total plan.

Firm
AB is an independent partial subsidiary of AXA Financial, Inc. (“AXA”). AXA owns approximately
65% of AB. The remaining ownership includes a publically traded component of 21% with AB
Directors, Officers, and employees owning the remaining 14%. As of September 30, 2020, AB
managed approximately $631 billion in a variety of asset classes including equity, fixed income,
and alternatives. AB currently employs over 500 people across investment professionals,
economists, traders, client service, and compliance.

Team
There are three main groups working on AB’s indexing platform—the Index Management Team,
the Passive Equity Investment Team, and the Risk Advisory Group. The Index Management
Team closely monitors each index strategy’s performance in terms of tracking error. This team
utilizes off-the-shelf products such as Barra and Wilshire, but also employs a host of proprietary
tools to manage risk. The Passive Equity Team meets formally on a monthly basis to monitor
risk/return characteristics and ex-ante tracking error to ensure performance is in-line with stated
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client objectives. This team also reviews portfolio exposures, both sector and country, to track
factor risk and monitor the effectiveness of the firm’s trading strategies. The Risk Advisory Group
is tasked with end-of-day portfolio monitoring and implementing Sentinel, the compliance
monitoring system utilized by the firm. They review portfolios from a broad lens and are in charge
of developing and assessing risk tools across the firm’s offerings. The stated team for LAFPP’s
passive REIT strategy includes:
Name

Primary Role

Start Year Industry Start Year Firm

Judy DeVivo

Sr. PM – Index Strategies

1971

1971

Ben Sklar

PM – Index Strategies

2005

2006

Joshua Lisser

Head – Index Strategies

1990

1992

Geoffrey Tomlinson Portfolio Analyst – Index Strategies 2005

2005

Product Strategy and Process
AB’s broad indexing platform utilizes full replication and stratified sampling to track each index.
The process considers a variety of index factors that include: size, tracking error, cash flows, and
custodial costs (whether they are asset or transaction based). Regarding portfolio construction
and monitoring, AB employs a wide array of tools and dedicated internal groups to ensure
portfolios meet the client’s tracking error targets at the lowest possible cost. Buy and sell
decisions are driven by changes in the index or cash flows. When there are changes to index
constituents, AB carefully reviews and predicts the impact of these changes and trades around
any potential distortions accordingly. The firm’s Index Management Team actively controls
portfolio risk using systematic tools. Additionally, the firm’s Passive Equity Investment team
formally reviews portfolios on a monthly basis to supplement the daily monitoring of client
guidelines and other compliance-related matters through Sentinel.
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Performance (as of September 30, 2020)
Passive strategies are designed to track a given benchmark with limited tracking error. The
AllianceBernstein Global REIT (SA) has tracked its benchmark since inception, and performance
has been in-line with the benchmark over all trailing periods measured and in the full calendar
year since client inception. The product tracking error has been within expectations for a mandate
of this size versus the benchmark, and has been low since inception at approximately 0.25 for the
FTSE EPRA/NAREIT Dvl'd Index (USD) (Gross). The table below details AllianceBernstein’s
performance (gross and net of fees) as of September 30, 2020.

CYTD

1
Year

3
Years

5
Years

Since
Incep.

Inception
Date

Expense
Ratio

AllianceBernstein Global REITS Index (SA)
FTSE EPRA/NAREIT Dvl'd Index (USD) (Gross)
Difference
AllianceBernstein Global REITS Index (SA) - Net
FTSE EPRA/NAREIT Dvl'd Index (USD) (Gross)
Difference

-18.62
-19.09
0.47
-18.67
-19.09
0.42

-17.03
-17.50
0.47
-17.10
-17.50
0.40

-0.34
-0.51
0.17
-0.41
-0.51
0.10

3.05
2.98
0.07
2.98
2.98
0.00

1.16
1.11
0.05
1.09
1.11
-0.02

03/01/2015

0.07%

AllianceBernstein Global REITS Index (SA)
FTSE EPRA/NAREIT Dvl'd Index (USD) (Gross)
Difference
AllianceBernstein Global REITS Index (SA) - Net
FTSE EPRA/NAREIT Dvl'd Index (USD) (Gross)
Difference

2019
22.78
23.06
-0.28
22.71
23.06
-0.35

2018
-4.56
-4.74
0.18
-4.63
-4.74
0.11

2017
11.26
11.42
-0.16
11.19
11.42
-0.23

2016
4.94
4.99
-0.05
4.87
4.99
-0.12

Fees
AllianceBernstein charges a flat 0.07% on all assets. This fee ranks in the 1st percentile when
compared to the eVestment Global REIT universe utilizing a separate account vehicle and
comparable mandate size. The median fee for this universe is 63 basis points.
Please see the attached manager profile page for additional information.
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As of September 30, 2020

Manager: AllianceBernstein Global REIT (SA)
Benchmark: FTSE EPRA/NAREIT Dvl'd Index (Gross)
Performance
QTD
Manager
Benchmark
Difference

2.33
2.33
0.00

1
Year
-17.03
-17.50
0.47

3
Years
-0.34
-0.51
0.17

5
Years
3.05
2.98
0.07

7
Years
N/A
3.59
N/A

10
Years
N/A
5.62
N/A

2019

2018

2017

2016

2015

22.78
23.06
-0.28

-4.56
-4.74
0.18

11.26
11.42
-0.16

4.94
4.99
-0.05

N/A
0.05
N/A

Risk/Return Analysis - 5 Years

Up/Down Markets - 5 Years

3 Year Rolling Tracking Error

Portfolio Characteristics & Dist. of Market Cap (%)
Wtd. Avg. Mkt. Cap ($M)
Median Mkt. Cap ($M)
Price/Earnings Ratio
Price/Book Ratio
5 Yr. EPS Growth Rate (%)
Current Yield (%)
Beta (5 Years, Monthly)
Number of Securities

Portfolio
15,431
2,544
18.30
1.82
6.81
3.97
0.99
341

Region Weights (%)

Benchmark
15,418
2,524
18.28
1.82
6.79
3.99
1.00
342

Performance shown is gross of fees. Calculation is based on quarterly periodicity.
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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:

DECEMBER 17, 2020

FROM:

RAYMOND P. CIRANNA, GENERAL MANAGER

SUBJECT:

NOVEMBER 2020 MONTHLY REPORT AND UPDATE

ITEM: E.1

THIS REPORT IS PROVIDED TO THE BOARD FOR INFORMATIONAL PURPOSES.
DISCUSSION
The November 2020 Monthly Report includes the following notable items:

1) Investment Portfolio Returns Through November 30, 2020 – Due to the strong recovery primarily in
the equity markets, the unaudited fiscal year return of the investment portfolio is 13.38% through
November 30, 2020. This strong return has increased the Total Fund valuation from $23.58 billion on
February 29, 2020 (before the World Health Organization declared COVID-19 a world-wide pandemic)
to $27.02 billion as of November 30, 2020. Further, while not included in this report, the Investment
staff tracks the weekly performance (for internal purposes) as well as the monthly performance that is
presented to the Board. The most recent weekly performance report dated December 8, 2020 has
the Total Fund valuation at $27.53 billion, which is another record for LAFPP.
2) ‘Side A’ Director’s & Officer’s (D&O) Liability Insurance – Since December 2015, the Department has
purchased ‘Side A’ D&O liability insurance to bridge the risk exposure gap in cases where the City
does not indemnify Board members or executive staff. The current policy is expiring this month, and
staff has secured a new policy with the same terms and conditions for the period from December 23,
2020 to December 23, 2021. The new premium is $40,000, which is an increase of $5,500, due to
D&O market condition changes.
The D&O policy requires a Waiver of Recourse endorsement that protects the insured against recourse
by the insurer. Without this endorsement, the insured are not protected from personal liability. The
endorsement fee is $225, or $25 per insured, which has to be paid by the insured Board members and
not paid by System assets. Staff will collect this fee from the Board members throughout December
2020.

3) Upcoming DROP Exits and Service Retirements – A large number of members are expected to exit
DROP or retire on a service pension in early 2021. To provide service to these members an additional
position was added to the DROP Section to timely process the DROP account distributions. Further,
the Section has started conducting virtual group counseling sessions which have proved to be efficient
and effective in serving the members. To date, these virtual sessions have received overall positive
feedback from members.

4) Pilot Program for Medical Record Collection - Beginning August 1, 2020, Disability Pensions staff
implemented a six-month pilot program for medical record collection. Through this process the
disability and survivorship pension applicants will now initiate the collection of medical records.
Thirteen applications have been received as of November 30, 2020 that fall under the new pilot
program parameters, and staff will be discussing the pilot program at the next Ad Hoc Committee on
Disability Pensions.
5) COVID-19 Related Response Efforts – A Temporary Targeted Safer At Home Health Officer Order is
effective December 6, 2020 through at least December 27, 2020, for the Southern California Region.
This order requires 100% masking and physical distancing while in the workplace, among other
restrictions. This Order may be extended if the projections of the Southern California Region’s total
available adult ICU bed capacity is less than 15%.
6) Neptune Building Marketing Activity of Vacant Space – At the request of the Board in December 2019,
staff began providing leasing activity to the Board in January 2020. By including the information in this
report, the Board will be kept apprised on the efforts to lease out the vacant space in the Neptune
Building. The table below provides a summary of the leasing activity for the space for November 2020.
Date

Inquiry Type

Term

11/30/2020

Broker –
Architectural
Firm

5 years plus 5
year option

Projected
Occupancy

Comments

TBD

Initial viewing of space
on 12/02/2020. Followup from Broker pending.

7) Private Equity – The following private equity funds have closed since the last meeting
announcement:
On July 16, 2020 the Board, in closed session pursuant to Government Code Section 54956.81,
approved a commitment of up to $10 million in the following alternative investment: Avante Capital
Partners SBIC III, LP. The investment closed on November 3, 2020. Board vote: Ayes 7: President
Pendleton, Commissioners Babcock, Navarro, Salimpour, Vega, Weber and Zimmon. Nays 1: Vice
President Buzzell.
On October 15, 2020 the Board, in closed session pursuant to Government Code Section 54956.81,
approved a commitment of up to $25 million in the following alternative investment: Charlesbank
Equity Fund X L.P. The general partner reduced LAFPP’s commitment to $22 million due to
oversubscription and the investment closed on November 20, 2019. Board vote: Ayes 7, Nays 0.
On October 15, 2020 the Board, in closed session pursuant to Government Code Section 54956.81,
approved a commitment of up to $25 million in the following alternative investment: Charlesbank
Equity Overage Fund X L.P. The general partner reduced LAFPP’s commitment to $22 million due
to oversubscription and the investment closed on November 20, 2019. Board vote: Ayes 7, Nays 0.
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The following searches and firms are within the Marketing Cessation Period Policy*:
Contract
Start Date

Contract
Expiration
Date

Market
Cessation
Start Date

AllianceBernstein, L.P.
(Global REIT)

03/01/2018

02/28/2021

09/16/2020

Baillie Gifford Overseas Limited
(International Equity)

03/01/2018

02/28/2021

11/27/2020

Vendor / Contract

*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
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November 2020
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STATUS REPORT OF BOARD ASSIGNMENTS TO STAFF
12/17/20

MEETING
DATE

ASSIGNMENT

STAFF DATE DUE TO
PERSON THE BOARD

03/05/20

Possible incentives for members
to participate in wellness
programs or select less
expensive plans

Eunice
Zordilla

COMPLETED

07/16/20

Research alternative disability
medical exam/records review
services options

Kristen
Rosauer

12/17/20

09/17/20

Domestic Partnership filing
policy revisions

Riza
Mulawin

01/07/21

5

STATUS
Staff provided an informational report
to the Board on December 3, 2020,
summarizing the wellness programs
available to members, as well as
mechanisms that could be
implemented by the City to reward
participants. The Board took no action
on this item.
On December 3, 2020, Staff presented
a report to the Ad Hoc Committee on
Disability Pensions recommending that
the Board direct staff to exclude
restrictions on firms providing
independent medical exam services
from using AME/QME physicians in
future Request for Proposals (RFP).
This recommendation will be presented
to the full Board on December 17,
2020.
Staff presented proposed amendments
to the Board’s domestic partnership
filing policy on December 3, 2020. The
Board tabled the item and directed
staff to revise the policy language
further.

A

Portfolio as of November 30, 2020
EQUITIES

AllianceBernstein (S&P 500 Index)
AllianceBernstein (Systematic Value)
AllianceBernstein (Russell 1000 Growth Index)
NTI S&P 500 Equal Weight
NTI Stoxx USA 900
Boston Partners (Value)
Terminated Domestic Equity Managers
Core Equity Managers (23%)
Target Differential
AllianceBernstein (S&P 600 Index)

STOCKS
2,214.6
605.6
2,502.2
933.5
474.8
391.3
7,122.1
3.46%

CASH
4.5
1.0
5.3
11.5
2.3
5.3
29.8

TOTAL
2,219.1
606.6
2,507.5
945.1
477.1
396.6
7,151.9

-

0.2

150.3

Frontier Capital Mgt. (Growth)
Channing Capital Mgt. (Value)
Denali Advisors (Value)
Eastern Shore Capital (Core)
Lisanti Capital (Growth)
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

730.4
74.3
73.3
70.1
82.0
88.9
244.9
66.2
225.0
220.4
2,025.7
1.57%

-

1.7
2.3
0.7
0.7
2.4
2.9
1.3
4.3
4.1
0.0
20.7

732.1
76.7
74.1
70.8
84.4
91.8
244.9
67.5
229.3
224.5
0.0
2,046.3

Brandes Investment Partners (Value)
Blackrock (Core Passive)

950.3
1,190.7

-

5.6
8.7

Baille Gifford (Growth)
Boston Common (ESG)
Principal Global Int'l Small Cap
Victory Capital Mgt. Small Cap
Terminated Int'l Equity Managers
Int'l Equity Mgrs (16%)
Target Differential

1,254.8
39.0
207.2
230.4
0.0
3,872.3
(1.51)%

-

26.7
0.5
0.9
2.4
0.0
44.7

955.8
1,199.4
1,281.4

533.4
615.2
1,148.6
(0.71)%
14,168.7
0.2

-

8.5
2.7
11.2

541.9
617.9
1,159.8

0.1

106.4
2.2

14,275.1
2.5

817.1
865.5
343.3
55.6

5.5
13.2
1.6

822.5
865.5
356.5
57.2

53.0
829.5
426.9
780.0
68.0
4,239.0

0.8
9.4
0.4
30.8

53.8
838.9
426.9
780.4
68.0
4,269.8

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

FIXED INCOME

Northern Trust (Fixed Income Index)
Reams Asset Mgmt. (Opportunistic)
LM Capital (Opportunistic)
GIA Partners (Opportunistic)
Semper Capital Mgt.
Loomis Sayles (Long Duration)
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%)
Target Differential
Reams Asset Mgmt. (Unconstrained)
Payden & Rygel (Unconstrained)
Unconstrained Fixed Income (2.0%)
Target Differential
TOTAL FIXED INCOME MGRS (22.0%)

150.1

BONDS
-

(1.20)%
7.3
7.3
(0.55)%
-

39.5
208.1
232.8
0.0
3,917.1

643.8
643.8

10.8
10.8

661.9
661.9

270.6

-

270.6

240.0
510.6

-

240.0
510.6

(0.11)%
7.3

5,393.4

41.6

5,442.3

ALLOC.

26.46%
936.2

PRIVATE EQUITY

STOCKS / EQUITY / RE
13.2
2.9
6.6
55.0
2,679.8
120.4
26.6
84.7
2,989.2
(0.94)%

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

BONDS
-

CASH
-

TOTAL
13.2
2.9
6.6
55.0
2,679.8
120.4
26.6
84.7
2,989.2

ALLOC.

11.06%
(253.8)

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

7.57%
424.9

137.7
195.4
180.9
194.7
708.8

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

COMMODITIES

14.49%
(406.9)

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

-

0.4
0.8
0.8
0.1
2.1

138.1
196.2
181.7
194.8
710.9

(0.37)%
788.9

2.63%
(99.9)

-

-

788.9

483.8
33.3
517.1
2,014.8
(2.54)%

-

2.1

483.8
33.3
517.1
2,016.8

839.4
109.5
948.8
(1.48)%

-

2.1
0.5
2.6

841.5
0.5
109.5
951.5

-

-

38.4
52.1
76.0
40.0
930.0

38.4
52.1
76.0
40.0
930.0

-

-

210.9

210.9

-

1,347.3

1,347.3

-

-

-

2.92%

1.91%
7.46%
(685.6)

3.52%
(399.8)

CASH

4.29%
(191.4)
52.82%

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

3.99%
-

4.99%
1,077.1

TOTAL FUND
ACTUAL ASSET MIX
Current Month
15.80%
(324.4)

Last Month
% Change

COMMODITIES
948.8
3.51%
835.3
13.59%

PRIVATE
EQUITY

STOCKS

BONDS

REAL
ESTATE

CASH

TOTAL

2,989.2
11.06%
2,756.9
8.42%

14,176.3
52.46%
12,568.1
12.80%

5,393.5
19.96%
5,310.2
1.57%

2,014.8
7.46%
1,962.4
2.67%

1,502.2
5.56%
1,523.8
-1.42%

27,024.7
100.00%
24,956.7
8.29%

2.45%
(148.8)

1.89%
(29.9)

Note: City Pension Contribution received on 7/15/20

20.14%

Subtotals & totals may not sum up exactly due to rounding.
Note: Data is unaudited; Dollars expressed in Millions.
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8/31/2018

Real Estate Summary
COMMINGLED FUNDS
AEW Partners V
Almanac Securities Realty VII
Almanac Securities Realty VIII
Asana Partners
Asana Partners II
Berkshire Multifamily Income Realty Fund
Calif Smart Growth IV
Capri Urban Investors
CIM Real Estate Fund III
CIM Urban REIT, LLC
Clarion Lion
Colony VIII
CPI Capital Europe (A
Exeter Industries IV
Exeter Industries V
Gerrity Retail Fund
Heitman Asia Pacific Property Investors
Heitman American Realty Trust (HART)
Jamestown Premier
Kayne Anderson Core
LBA Logistics VII
Metlife Core Property
NREP Nordic Strategies Fund IV
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

POOLED
0.1
23.8
8.7
32.4
6.4
29.6
2.3
6.9
13.0
0.0
128.4
0.5
0.6
35.4
4.5
32.6
38.0
54.4
52.0
36.0
6.9
108.6
2.2
0.2
79.8
0.1
24.8
8.5
0.3
0.3
2.2
48.6
0.1
0.5
788.9

CASH
-

EQUITY
71.2
22.9
28.6
36.1
28.0
22.1
34.4
58.8
32.8
51.8
29.7
33.1
34.5
33.3

POOLED
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) - NorthPointe Exec. Park
AEW (Sentinel) - Aerial Center Exec. Park
AEW - I-4 Logistics Center
AEW - Sycamore Hills Plaza
AEW - Novel Lockwood Glen
Neptune Building
Real Estate Managers Total Committed
AEW (Heitman, Sentinel (Urdang))
Total

-

TOTAL ALLOC.
0.1
23.8
8.7
32.4
6.4
29.6
2.3
6.9
13.0
0.0
128.4
0.5
0.6
35.4
4.5
32.6
38.0
54.4
52.0
36.0
6.9
108.6
2.2
0.2
79.8
0.1
24.8
8.5
0.3
0.3
2.2
48.6
0.1
0.5
788.9
2.92%

TOTAL ALLOC.
71.2
22.9
28.6
36.1
28.0
22.1
34.4
58.8
32.8
51.8
29.7
33.1
34.5
33.3
483.8
517.1
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1.91%

######

Total Fund Portfolio Allocation

20.2

18.4

18.0

16.0

15.00%

15.0

3.6

3.4
2.6

2.2

1.89%

6.4

4.7

2.45%

7.3

5.00%

4.99%

11.5
4.29%

10.00%

1.8

0.00%

Core Equity (23%)

Small Cap. Equity (6%)

7.46%

7.57%

13.6

Int'l Equity (16%)

Int'l Emerg. Mkts (5.0%)

Core Bonds (Including
TIPS) (17.0%)

High Yield Bonds (3%)

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)

8

3.52%

20.00%

11.06%

25.8

15.80%

25.00%

14.49%

30.00%

26.46%

35.00%

*Board approved ranges on 6/16/16

Commodities Energy
(5.0%)

Preliminary Return Information as of November 30, 2020
Manager

1-month

3-month

1-year

3-years

5-years

FYTD

Total Fund
S & P 500 Index

8.65 %
10.95 %

5.80 %
3.89 %

12.39 %
17.46 %

8.68 %
13.17 %

9.64 %
13.99 %

13.38 %
17.64 %

Total Equity
S & P 500 Index

13.00 %
10.95 %

7.86 %
3.89 %

15.48 %
17.46 %

9.57 %
13.17 %

11.45 %
13.99 %

20.39 %
17.64 %

Total Domestic Equity
Russell 3000 Index

12.43 %
12.17 %

7.12 %
5.75 %

17.97 %
19.02 %

12.58 %
13.20 %

13.31 %
13.95 %

20.57 %
19.85 %

Total Large Cap Equity
S & P 500 Index

10.98 %
10.95 %

4.27 %
3.89 %

19.03 %
17.46 %

13.61 %
13.17 %

14.24 %
13.99 %

18.42 %
17.64 %

Total Small Cap
Russell 2000 Index

17.80 %
18.43 %

18.42 %
16.87 %

12.61 %
13.59 %

8.24 %
7.09 %

9.68 %
10.25 %

28.72 %
26.88 %

Total International Equity
MSCI ACWI ex-US

14.06 %
13.46 %

9.23 %
8.36 %

11.48 %
10.00 %

4.89 %
4.31 %

8.53 %
7.89 %

20.08 %
18.11 %

Total International Developed Markets
MSCI ACWI ex-US

14.85 %
13.46 %

8.49 %
8.36 %

10.07 %
10.00 %

4.87 %
4.31 %

7.95 %
7.89 %

19.05 %
18.11 %

Total International Emerging Markets
MSCI Emerging Markets Index

11.52 %
9.25 %

11.84 %
9.76 %

14.10 %
18.83 %

4.08 %
5.31 %

10.44 %
11.13 %

23.67 %
22.34 %

Total Fixed Income
Bloomberg Barclays Universal

1.91 %
1.30 %

1.25 %
0.76 %

11.20 %
7.36 %

7.10 %
5.49 %

6.23 %
4.69 %

3.70 %
1.94 %

Total Core Fixed Income
Bloomberg Barclays Aggregate

2.01 %
0.98 %

1.38 %
0.48 %

13.32 %
7.28 %

8.10 %
5.45 %

6.65 %
4.34 %

2.88 %
1.15 %

Total High Yield

3.05 %

1.53 %

6.12 %

5.97 %

7.77 %

6.76 %

LAFPP HY Benchmark1

4.01 %

3.39 %

6.26 %

5.29 %

7.44 %

9.38 %

Total REITs

9.90 %

3.77 %

-5.92 %

5.50 %

6.80 %

9.88 %

LAFPP REIT Benchmark2

11.22 %

4.48 %

-9.50 %

2.41 %

4.27 %

9.43 %

Total Commodities
Bloomberg Commodities Index TR

12.94 %
3.51 %

10.92 %
1.45 %

9.80 %
-3.06 %

3.75 %
-3.15 %

7.10 %
-0.57 %

23.64 %
14.50 %

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.
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PENSIONS DIVISION
(Data through November 30, 2020)
DISABILITY PENSIONS
* All charts reflect applications filed for Disability, Active Member Death, and Dependent Child/Parent benefits.

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

Jan
2018 3
2019 3
2020

2

Feb
4

Mar
1

Apr May June July
3
0
2
3

Aug Sept Oct
2
2
1

Nov
2

3

4

6

3

2

0

5

4

2

0

5

1

0

3

2

6

2

4

5

2

Dec Total
1
24
1
33
32

*Note: Thirteen new applications (part of the pilot program for medical record collection) were added based on the filing date.

Total Claims Pending*
75
70
65
60
55
50

Jan

Feb

Mar

Apr

May June

July

Aug

Sept

Oct

Nov

Dec

2018

67

70

69

70

67

63

65

64

63

64

66

66

2019

67

68

70

73

73

73

72

72

74

73

71

66

2020

67

68

65

60

59

55

58

59

61

62

61

*Note: Thirteen new applications (part of the pilot program for medical record collection) were added based on the filing date.
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PENSIONS DIVISION

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

Jan

Feb

Mar

Apr

May June

2019

1

1

1

2

3

2020

4

5

3

2

2

July

Aug

Sept

Oct

Nov

Dec

3

3

5

8

3

5

4

1

0

1

1

1

0

Nov

Dec Total
16
3
28
6

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

2018

1

2

1

1

1

3

0

3

1

0

0

2019

1

2

0

3

3

0

1

3

3

5

1

2020

1

4

4

6

2

2

0

2

2

3

4

30

Months

Avg. Processing Time for Claims Presented to the Board*
60.0
50.0
40.0
30.0
20.0
10.0
0.0

Jan

Feb

Mar

Apr

May June

July

Aug

Sept

Oct

Nov

Dec

2018 39.7
2019 13.4

0.4

20.2

18.9

0.1

14.5

0

10.4

31.7

0

0

5.8

13.7

0

6.9

14.9

0

45.5

26.4

14.9

13.5

0.5

25.1

2020 8.3

29.6

29.8

19.4

24.1

39.2

0

3.4

40

16.5

22.4

*Months with zero (0) indicate no claims presented to the Board that month.
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PENSIONS DIVISION
DROP PROGRAM
*Data may change due to timing of processing transactions.

DROP Entries
270
240
210
180
150
120
90
60
30
0

Jan
2018 4
2019 246
2020 7

Feb
129
5
41

Mar
43
14
22

Apr
39
16
14

May
29
15
17

Jun
26
14
22

Jul
35
10
31

Aug
25
17
20

Sep
26
7
43

Oct
39
9
31

Nov
48
16
15

Dec
53
5

YTD
496
374
263

DROP Exits
100
80
60
40
20
0
2018
2019
2020
Projected 2020
Projected 2021

Jan
62
73
56

Feb
27
38
52

Mar
28
46
57

Apr
41
39
38

May
34
25
33

57

26

22

14

29

Jun
22
33
35

Jul
21
29
15

Aug
14
22
21

Sep
12
17
15

Oct
7
5
15

Nov
2
9
5

Dec YTD
7
277
10 346
342
5

NOTE: Projected DROP Exit numbers reflect mandatory exits only. At this time, staff is aware of a total of 114 exits in Jan. 2021.

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

Jan Feb Mar
Apr
2018 1,329 1,431 1,447 1,445
2019 1,779 1,746 1,713 1,689
2020 1,588 1,577 1,542 1,519

May Jun
Jul
Aug Sep Oct Nov Dec
1,439 1,443 1,455 1,466 1,482 1,513 1,558 1,604
1,687 1,658 1,649 1,642 1,633 1,636 1,642 1,637
1,499 1,486 1,505 1,504 1,532 1,547 1,557
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PENSIONS DIVISION
SERVICE PENSIONS

Service Pensions (by Approval Date)

Current
Month
9

Fiscal Year
To Date
38

12 Month
Moving Avg.
7

Current
Month

Fiscal Year
To Date

12 Month
Moving Avg.

12
1

78
1

15
0

Current
Month

Fiscal Year
To Date

12 Month
Moving Avg.

1
8
0
0

1
35
0
1

0
7
0
0

4
21
1
0

24
143
1
2

4
25
0
0

0
N/A
N/A

5
2.60
$61,191

1
2.55
$56,199

SURVIVORSHIP PENSIONS

Surviving Spouse/Domestic Partner
Pension Applications Processed
Survivor Benefit Purchase Program
ACTIVE MEMBER SERVICES

Refund of Contributions
Fire
Police
Harbor
Airport
Basic Training Purchases (completed)
Fire
Police
Harbor
Airport
Public Service Purchases (PSP)
Completed Purchases
Avg. Years of Service (YOS) Purchased
Avg. Cost per YOS Purchased
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PENSIONS DIVISION
MEMBER OUTREACH ACTIVITIES
Date

11/04/2020
11/05/2020
11/17/2020
11/18/2020

Type of Outreach

Benefits Information Webinar – “Understanding Your
Plan – The 3 Types of LAFPP Pensions”
Benefits Information Webinar – “Health Benefits –
Insurance in Retirement”
Benefits Information Webinar – “Understanding Your
Plan – The 3 Types of LAFPP Pensions”
Benefits Information Webinar – “Service Retirement and
DROP Entry – Application Process”

Number of
Participants

Tier

40

Multiple

85

Multiple

39

Multiple

45

Multiple

TBD

Multiple

TBD

Multiple

TBD

Multiple

TBD

Multiple

TBD

Multiple

TBD

Multiple

TBD

Multiple

Upcoming Events
12/08/2020
12/09/2020
12/09/2020
12/10/2020
12/15/2020
12/16/2020
12/18/2020

Financial Planning Education Webinar
Benefits Information Webinar – “Health Benefits –
Insurance in Retirement”
Benefits Information Webinar – “Understanding Your
Plan – The 3 Types of LAFPP Pensions”
Benefits Information Webinar – “Service Retirement and
DROP Entry – Application Process”
Benefits Information Webinar – “Exiting DROP: What to
Expect - DROP Members Only”
Benefits Information Webinar – “Understanding Your
Plan – The 3 Types of LAFPP Pensions”
Virtual Benefits Presentation – LAFD – Drill Tower 81
Outreach Activity Totals

Members Reached
-# of Recruit Talks
-# of Financial Planning Education Seminars (live)
-# of Financial Planning Education Webinars (virtual)
-# of Benefits Information Webinars (virtual)
-# of Other Outreach Events

Current Month
209
0
0
0
4
0

Fiscal Year to Date
404
0
0
1
8
0

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
UPCOMING DROP EXITS AND SERVICE RETIREMENTS
A large number of members are expected to exit the DROP program or retire on a service
pension in early 2021. In order to accommodate and provide service to all our members,
the DROP/Service Pensions Section has begun conducting virtual group counseling
sessions. A total of four counseling sessions were conducted for members exiting DROP
in January 2021. Virtual service pension counseling sessions will also be held for
members retiring effective January 2021.
One additional Benefits Specialist position was added to the section to assist in the timely
processing of all DROP account distributions. The new virtual group counseling format
14

PENSIONS DIVISION
has received overall positive feedback from members thus far and has allowed staff to
efficiently and effectively serve all members exiting in January. As of this writing, staff
has confirmed the following DROP exits and service retirements during this period:

2021
January
February
March
April

Police
100
25
21
11

DROP Exits
Fire
Total
14
114
12
37
5
26
6
17

Service Retirements
Police
Fire
Total
42
0
42
17
0
17
4
0
4
1
0
1

UPDATED PROJECTS
MEDICAL RECORDS COLLECTION - PILOT PROGRAM
Beginning August 1, 2020, Disability Pensions Section implemented a six-month pilot
program for medical records collection. Disability and survivorship pension applicants will
now initiate the collection of the medical records for their claimed illness/injury or record
reviews by submitting medical release waivers to their treating providers/facilities with
instructions to forward the documentation directly to LAFPP. It is expected that this pilot
program will run until January 31, 2021, at which time it will be evaluated for efficiency
and its impact on the disability/survivor pension process timeline.
[UPDATE: As of November 30, 2020, 13 applications have been received by Disability
Pensions Section that fall under the pilot program parameters. Staff will be discussing the
pilot program at the next meeting of the Ad Hoc Committee on Disability Pensions.]
MyLAFPP REDESIGN
As part of the implementation of our new pension administration system, PARIS, Staff
has worked with the consultant on the redesign of MyLAFPP, our member self-service
web portal. The redesign includes enhanced features and more self-service options for
members. The new MyLAFPP went live the last week of May 2019.
[UPDATE: Staff continues to work with the consultant to finalize new MyLAFPP
functionalities. The anticipated completion date for Active and DROP Members to view
and update their beneficiaries is January 2021.
Staff continues to work with the consultant and the Systems section to develop an
electronic “drop box” to allow members to submit forms and documents securely within
MyLAFPP.]
UNCHANGED PROJECTS
CORRECTION OF ERRONEOUS PAYMENTS - PILOT PROGRAM
Beginning October 15, 2020, the Board authorized the Retirement Services Section to
begin a Pilot Program implementing additional measures for the correction of erroneous
payments. For a one-year period, LAFPP will recover overpayments through written
15
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correspondence, small claims court, collection agencies, and/or formal litigation. Staff
will provide periodic updates on the pilot program in this Monthly Report.
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NEW PROJECTS
‘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.
Since December 2015, the Department has purchased ‘Side A’ D&O liability insurance
which is 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 insurance policy is expiring this month, and a new policy has been secured
with the same terms and conditions for the period covering December 23, 2020 to
December 23, 2021. The new premium is $40,000, which reflects an increase of $5,500
from the current policy, specifically due to the D&O market conditions changes over the
past year. These changes also resulted in no Renewal Guarantee Endorsement received
in prior years. The Board has authorized sufficient funding in FY 20-21 Budget to
purchase the new policy.
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. The required endorsement fee is $225
total or $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 throughout December 2020.

UPDATED PROJECTS
NEPTUNE BUILDING MARKETING ACTIVITY OF VACANT SPACE
At the request of the Board in December 2019, staff began providing leasing activity to
the Board in January 2020. By including the information in this report, the Board will be
kept apprised on the efforts to lease out the vacant space in the Neptune Building.
The property management company, Total Commercial Real Estate (TCRE) currently has
the exclusive right to market the space and negotiate all leases for the Building. Under
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this agreement, they successfully negotiated and executed a lease with KC Beauty on
October 18, 2018. Currently, TCRE is marketing the remaining open space.
The table below provides a summary of the leasing activity for the space for November
2020.
Date

11/30/2020

Inquiry Type

Broker Architectural
Firm

Term

5 years plus
5 year option

Projected
Occupancy

Comments

TBD

Initial viewing of the
space on
12/02/2020.
Follow-up from
Broker pending.

COVID-19 RELATED RESPONSE EFFORTS
In response to the "Safer at Home" order as issued by Mayor Garcetti on March 19, 2020,
LAFPP closed its offices to in-person visits. On May 8, 2020, Mayor Garcetti made
adjustments to the Safer at Home order that allowed some retail establishments to
partially reopen; this was Stage II of the COVID-19 recovery response, otherwise known
as “Safer L.A.” As of June 12th, the City moved into Stage III, a state of monitoring with
the goal of gradually lifting restrictions on businesses through Stage IV. Stage V is the
fifth and final reconstitution stage before a successful vaccine is ultimately established.
To date, LAFPP remains closed to the public. Since the “Safer at Home” order went into
effect, the department transitioned staff to staggered shifts onsite and/or telecommuting
as we continue to provide regular member services while promoting social distancing.
Currently, on any given day, there is approximately 15% of staff who are physically onsite
to ensure necessary services are provided without interruption.
Mayor Garcetti activated the Disaster Service Workers (DSW) Program on March 18,
2020. All California public employees, including City employees, take an oath to serve as
Disaster Service Workers upon activation by the Mayor. Fifteen LAFPP employees have
worked DSW shifts, helping to staff: City recreation centers and hotels/motels supporting
homeless individuals, the hotline for the Department of Aging Senior Meals Program,
COVID-19 test distribution centers, and contact tracing efforts. Currently, only one staff
member is working a DSW assignment related to contact tracing.
LAFPP continues its work towards recovery and safe reopening in accordance with its
Reconstitution Plan. In addition to weekly General Manager status reports to the City’s
Emergency Operations Center, the Executive Officer is attending biweekly Citywide
Safety Officer meetings, and staff is providing bi-weekly COVID-19 response costs to the
CAO and submitting documentation for potential reimbursement as requested by the City.
LAFPP will continue to monitor the status of COVID-19 transmission and will follow
guidance from City and County officials on the next stages of reconstitution.
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[Update: As of the pay period ending November 21, 2020, LAFPP has expended a total
of $224,515 for COVID-19 response related efforts ($154,285 in salaries, of which
$57,809 has been for staff DSW assignments, and the balance of $70,230 in fees,
equipment, and supplies).
Additionally, a Temporary Targeted Safer At Home Health Officer Order is effective
December 6, 2020 through at least December 27, 2020, for the Southern California
Region. This order requires 100% masking and physical distancing while in the
workplace, among other restrictions. This Order may be extended if the projections of
the Southern California Region’s total available adult ICU bed capacity is less than 15%.]
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
several years, staff has worked with the Conduent team to setup the hosting environment,
confirm and document the various specifications for PARIS, and deliver in 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: Staff is currently working on fixing a few index validation issues due to
mismatching metadata used for Docushare integration. Staff also continues to review and
make appropriate changes to user permissions in the PARIS system. These refinements
will ensure no documents are missed and that documents are accessible only to
designated staff.
Staff also continues to run preliminary monthly 1099 batches for data validation. Issues
are identified, fixed, and verified on subsequent 1099 batch runs. So far, the data issues
identified have been relatively few compared to last year’s so we are optimistic no major
issues arise as we continue to validate the data. Staff also continues to work with our
implementation vendor to enhance the Member Web Portal functionality to allow
members to submit and receive needed information from staff via self-service. These
enhancements are currently being tested by staff in our UAT environment.
Staff continues to work with Avenu to prioritize the top functionality needed to address the
critical issues for the monthly pension roll and the needed fixes to further improve the
efficiency of the system. This task is still ongoing and is being discussed with the vendor
to determine the best way of addressing the Workflow Integration phase of the project.]
IN-HOUSE PARKING PROGRAM
On February 6, 2020 the Board directed staff to work with the relevant City departments
to implement an in-house parking and transit subsidy program by June 30, 2020. Since
19
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that time, staff has conducted research of the parking programs of the other proprietary
departments and discussed the parking and transit subsidy programs with staff from the
Personnel Department. During this discussion, Personnel staff explained that the Joint
Labor-Management Committee (JLMC) is working on a new Parking Memorandum of
Understanding (MOU) and thought we may be able to leverage parts of that work into the
LAFPP in-house parking and transit subsidy program. However, the work of the JLMC is
in the initial stages and will take several months to complete its work.
Additionally, staff believes the review of the parking program will require a paradigm shift
from the current models for parking and transit subsidy programs. For example, staff
anticipates the demand for both parking and transit subsidy will decrease since
Management intends to make telecommuting a permanent option for staff in the future.
As a result, the parking and transit subsidy fee structure may need to be adjusted
accordingly. If this is contemplated by the JLMC and incorporated into an MOU it would
be beneficial to leverage that work. However, if staff believes LAFPP would be better
served developing its own program, that will be the direction of staff. As such, staff
believes it is prudent to extend the due date to a later date to allow the JLMC work to
progress. Given this, it is recommended that the due date for this work be extended to
December 31, 2020, and staff will report back to the Board as necessary.
[UPDATE: The review of the In-House Parking Program has been delayed primarily due
to the uncertainty surrounding COVID-19. As discussed above, staff hopes to leverage
the work of the JLMC, however that work is ongoing and appears to be delayed due to
COVID-19. As such, staff is recommending extending this due date to June 30, 2021 and
staff will report back to the Board, as necessary.]

UNCHANGED PROJECTS
None.
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DEPARTMENT OF FIRE AND POLICE PENSIONS
BUDGET TO ACTUAL - RECEIPTS AND EXPENSES
As of November 30, 2020 (41% of year)

RECEIPTS
General Fund1,2
1
Less: Excess Benefit Plan
Special Fund (Harbor)
Special Fund (Airport)2
Member Contributions2,3
Earnings on Investments
4
Miscellaneous
Total Receipts

$

EXPENSES
Service Pensions
Service Pensions - DROP
Distributions

YEAR END
PROJECTIONS

$

$

760,000,000

$

$

$

VARIANCE
%
(D / A = E)

$

(12,272,973)
(707,000)
(12,979,973)

317,920,869

763,891,000

$

3,891,000

1%

139,766,670

32,549,242

129,467,128

(10,299,542)

-7%

113,000,000

46,977,367

111,978,000

(1,022,000)

-1%

140,000,000

58,656,364

140,566,000

3,900,000

1,306,812

3,067,000

$

1,612,184
459,022,838

$

$

3,869,000
1,152,838,128

0%
0%
0%
0%
-7%
0%
-47%
-1%

566,000

$

0%

(833,000)

-21%

(231,000)
(7,928,542)

-6%
-1%

132,000,000

55,083,489

131,903,000

(97,000)

0%

4,800,000

1,883,080

4,527,000

(273,000)

-6%

15,500,000

5,183,016

12,827,000

(2,673,000)

-17%

1,400,000

770,198

1,354,567

(45,433)

-3%

(3,088,433)
(11,016,975)

-2%
-1%

(154,229)

0%
-1%

$

(11,171,204)

-1%

$

1,808,769

153,700,000
1,314,466,670

$
$

1,444,257,423
(54,130,135)

101,040,989

62,919,783
521,942,621

$
$

19,745,208
13,925,762

150,611,567
1,303,449,695

$
$

105,912,707
23,723,817

$

555,613,591

$

$

529,317,168

$

CURRENT
MONTH
PENSION PAYROLL

(E)

$

4,100,000
1,160,766,670

$

(D)
DIFFERENCE
(UNDER)/OVER
PROJECTED
(C - A = D)

738,908,217
(2,399,556)
5,510,840
2,223,814
153,111,000
479,000,000
793,000
1,377,147,315

105,912,707
23,878,046
$

6

ACTUAL
YEAR TO DATE

$

Investment Management Expense
Administrative Expense5

RECEIPTS OVER EXPENSES

MODIFIED
ADOPTED
BUDGET

738,908,217
(2,399,556)
5,510,840
2,223,814
71,415,384
268,941,475
330,585
1,084,930,759

$
$

Total Expenses

(C)

$

$

Health Insurance Premium
Subsidy
Dental Insurance Premium
Subsidy
Medicare Reimbursement
Health Insurance Premium
Reimbursement
Subtotal Health Benefits
Total Benefits Expenses

(B)

738,908,217
(2,399,556)
5,510,840
2,223,814
165,383,973
479,000,000
1,500,000
1,390,127,288

Disability Pensions
Surv. Spouse/Domestic Partner
Pensions
Minor/Dependent Pensions
Refund of Contributions
Subtotal Pension Benefits

(A)

1,433,086,219
(55,938,905)

YTD MOVING
AVERAGE
$

104,066,088

1

Represents the City of Los Angeles (City) General Fund Annual Required Contribution, including the amount earmarked to pay excess benefits and
associated administrative costs in compliance with IRC Section 415. On November 24, 2020, funds totaling $181,392 from the prior fiscal year were reappropriated to the current year Excess Benefit Plan (EBP) fund budgeted at $2,399,556. Since the EBP revenue is not transferred to LAFPP, it is
excluded from the department's total revenue.
2
Subsequent to the Board's adoption of the 2020-21 Budget on June 18, 2020, the City and Airport Commission adopted final budgets with updates to
covered payroll for their respective sworn staff. The Modified Adopted Budget amounts for Total General Fund, Special Fund (Airport), and Member
Contributions were updated accordingly.
3

Actual Year-to-Date includes Pay Period Ending June 20, 2020 through Pay Period Ending November 21, 2020. Revenue from member buybacks is
classified as Member Contributions effective Fiscal Year 2019.
4

Reflects miscellaneous receipts from various sources.
Actual Year-to-Date reflects Year-to-Date commitments which include encumbrances and expenditures.
6
Figures may be rounded.
5
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DEPARTMENT OF FIRE AND POLICE PENSIONS
BUDGET TO ACTUAL - ADMINISTRATIVE AND INVESTMENT MANAGEMENT EXPENSES
As of November 30, 2020 (41% of year)
ADMINISTRATIVE EXPENSE

ACCOUNT TITLE

Salaries-General2, 3
2

(A)

(B)

(C)

(D)

(E)

(F)

MODIFIED
ADOPTED
BUDGET

BUDGET
CHANGES

ADJUSTED
BUDGET
(A + B = C)

YEAR TO DATE
TOTAL
COMMITTED

REMAINING
BALANCE
(C - D = E)

YEAR END
PROJECTED
EXPENSES

(G)
DIFFERENCE
(UNDER)/OVER
PROJECTED
(F - C = G)

12,954,000

-

12,954,000

4,875,386

8,078,614

12,886,000

(68,000)

(H)
VARIANCE
1
%
(G / C = H)

-1%

87,367

-

87,367

5,856

81,511

87,367

-

0%

2

Overtime

72,550

-

72,550

10,267

62,283

72,550

-

0%

Printing & Binding

58,700

-

58,700

58,700

-

58,700

-

0%

79,000

-

79,000

-

79,000

10,000

3,955,383

-

3,955,383

2,936,198

1,019,185

4,055,383

100,000

3%

6,000

-

6,000

2,500

3,500

6,000

-

0%

Medical Services

320,000

-

320,000

220,000

100,000

220,000

Health Insurance

1,631,000

-

1,631,000

1,631,000

-

1,631,000

-

0%

Dental Insurance

60,000

-

60,000

60,000

-

60,000

-

0%

Other Employee Benefits

37,000

-

37,000

37,000

-

37,000

-

0%

3,718,000

-

3,718,000

3,700,376

17,624

3,703,000

(15,000)

0%

191,000

-

191,000

38,735

152,265

189,166

(1,834)

-1%

-

-

-

-

-

-

-

0%

699,046

-

699,046

347,139

351,907

699,046

-

0%

Furniture, Office & Tech.

6,000

-

6,000

-

6,000

6,000

-

0%

Unappropriated Balance

-

-

-

-

-

-

-

0%

3,000

-

3,000

2,605

395

2,605

Salaries-As-Needed

Travel
Contractual Services

4

Transportation

Retirement Contribution
Medicare Contribution
Election
Office & Administrative

Tuition Reimbursement

(69,000)

(100,000)

TOTAL ADMINISTRATIVE
EXPENSE

$ 23,878,046

$

-

$ 23,878,046

$ 13,925,762

$ 9,952,284

$ 23,723,817

$

TOTAL INVESTMENT
MANAGEMENT EXPENSE

$ 105,912,707

$

-

$ 105,912,707

$ 19,745,208

$ 86,167,499

$ 105,912,707

$

1

Percentage difference between projected expenses and the adjusted budget.

2

Year to Date Total Committed includes partial Pay Period 1 (July 1-4, 2020) through Pay Period 11.

3

-87%

-31%

(395)

-13%

(154,229)

-1%

-

0%

Considerations for Year End Projected Expenses: (i) do not include the January 2021 excess sick leave payment, which is deferred to January 2022 pursuant to cost savings Letters of
Agreement adopted under Council File #20-0600-S56; (ii) assumes COVID-19 related costs (LAFPP staff hours for the Disaster Service Worker program) will not be reimbursed in this FY; and
(iii) includes receipt and anticipated reappropriation of $69,820 from LACERS as advance payment for staffing costs related to the loan of LAFPP staff to LACERS for CSIP support during the
period Aug. 16 - Dec. 13, 2020 and estimated costs through April 2021.
4

Year End Projected Expenses include higher than anticipated contractual costs for CIO recruitment and Real Estate and Investment Counsel.
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DEPARTMENT OF FIRE AND POLICE PENSIONS
Active, Expired, and Upcoming Contracts
November 30, 2020
Contract Term

Contract

Vendor / Services

Start Date

Expiration
Date

Board Authorization Date

Marketing
Cessation
Start Date1

690PEN

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

01/01/18

INVESTMENTS
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)

03/01/18

02/28/21

09/16/20

694PEN

Baillie Gifford Overseas Limited
(International Equity)

03/01/18

02/28/21

11/27/20

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

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

734PEN

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

09/01/19

08/31/22

726PEN

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

10/01/19

09/30/22

10/01/19

09/30/22

AllianceBernstein, L.P.
(Commodities)

10/01/19

09/30/22

727PEN
737PEN

New
Search
Date

Vendor/
Candidate
Finalist Date

Contract
Award /
Renewal
Date

Comments

New Contract No. 761PEN is effective
01/01/21. The Marketing Cessation period
has ended.
New Contract No. 760PEN is effective
01/01/21. The Marketing Cessation period
has ended.
New Contract No. 759PEN is effective
01/01/21. The Marketing Cessation period
has ended.
New Contract No. 762PEN is effective
02/01/21. The Marketing Cessation period
has ended.
Staff recommendation to the Board is
scheduled for 12/17/20.

The Board approved closing the
community derivatives mandate on
08/20/20. Contract termination is
effective 10/30/20.
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DEPARTMENT OF FIRE AND POLICE PENSIONS
Active, Expired, and Upcoming Contracts
November 30, 2020
Contract Term

Contract

Vendor / Services

Start Date

Expiration
Date

Board Authorization Date

Marketing
Cessation
Start Date1

735PEN

Northern Trust Company
(Custodian Bank)

10/01/19

INVESTMENTS
09/30/22

736PEN

Boston Partners, Inc.
(Domestic Equity)

11/01/19

10/31/22

739PEN

Principal Real Estate Investors, LLC
(Global REIT Manager)

12/01/19

11/30/22

740PEN

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

12/01/19

11/30/22

741PEN

AllianceBernstein, L.P.
(Domestic Equity)

01/01/20

12/31/22

744PEN

Harding Loevner
(International Emerging Markets)

02/01/20

01/31/23

745PEN

Northern Trust Investments, Inc.
(Domestic Equity)

02/01/20

01/31/23

746PEN

The Townsend Group
(Real Estate Consultant)
Denali Advisors, LLC
(Domestic Equity)
Eastern Shore Capital Management
(Domestic Equity)
Lisanti Capital Growth, LLC
(Domestic Equity)
MacKay Shields, LLC
(Fixed Income - High Yield Bond)
Payden & Rygel
(Unconstrained Fixed Income Manager)
Scout Investments, Inc. - Reams Asset
Management Division
(Unconstrained Fixed Income Manager)
AllianceBernstein, L.P.
(Domestic Equity)

02/01/20

01/31/23

05/01/20

04/30/23

05/01/20

04/30/23

05/01/20

04/30/23

07/01/20

06/30/23

08/01/20

07/31/23

08/01/20

07/31/23

10/01/20

09/30/23

756PEN

Westwood Management Corp.
(Domestic Equity)

10/01/20

09/30/23

721PEN

RVK, Inc.
(General Investment Consultant)

03/01/19

02/29/24

RFP

Strategic Plan Consultant Services

tbd

747PEN
748PEN
749PEN
750PEN
752PEN
753PEN

755PEN

New
Search
Date

ADMINISTRATIVE OPERATIONS
tbd
10/15/20

641PEN

Haworth, Inc.
(HQ Furniture)

08/01/15

12/31/20

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

757PEN

South Bay Document Destruction
(Secure Document Shredding)

09/01/20

ADMINISTRATIVE SERVICES
08/31/21

754PEN

Korn Ferry
(Executive Recruitment)

09/28/20

09/27/21

RFP

C-131108

Fiduciary Counsel

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

tbd

03/01/18

Vendor/
Candidate
Finalist Date

Contract
Award /
Renewal
Date

Comments

The Board approved release of an RFP to
search for abbreviated strategic planning
services on 10/15/20. RFP was released
on 10/21/20 and closed on 11/11/20; 4
responses were received. Finalists were
interviewed on 12/02/20 and decision to
award contract will be made shortly.
A new three-year contract was approved
by the Board on 11/19/20. Contract
negotiation is pending.

CITY ATTORNEY'S OFFICE
tbd

02/28/21
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Contract execution remains pending for
Foley and Lardner, LLP for Fiduciary
Counsel and Conflict Counsel; contracts
with all other selected firms have been
executed.
A one-year contract extension through
02/28/22 was approved by the Board on
09/03/20.
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Contract

Vendor / Services

Start Date

Expiration
Date

Board Authorization Date

Marketing
Cessation
Start Date1

New
Search
Date

Vendor/
Candidate
Finalist Date

Contract
Award /
Renewal
Date

Comments

C-131110

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

03/01/18

INVESTMENTS
02/28/21

C-131107

Nossaman, LLP
(Fiduciary Services)

03/19/18

03/18/21

C-128417

Nossaman, LLP
(Outside Real Estate and Investment Counsel)

09/17/16

07/31/21

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

C-128402

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

10/17/16

07/31/21

A two-year contract extension through
07/31/21 was executed on 10/08/19.

C-121678

Reed Smith, LLP
(Legal Representation)

08/02/12

08/31/21

C-132366

Ice Miller, LLP
(Outside Tax Counsel)

09/21/18

09/20/21

A one-year contract extension through
08/31/21 was approved by the Board on
05/07/20.

C-132426

Reed Smith, LLP
(Outside Tax Counsel)

09/21/18

09/20/21

C-134354

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

12/20/18

12/20/21

C-134747

Polsinelli, LLP
(Health Law and Data Privacy)

12/01/19

11/30/22

C-134864

Foley & Lardner, LLP
(Health Law and Data Privacy)

12/01/19

11/30/22

C-137236

Kutak Rock, LLP
(Independent Conflict Counsel)

09/01/20

08/31/23

C-137238

Kutak Rock, LLP
(Fiduciary Counsel)

09/01/20

08/31/23

C-137243

Nossaman, LLP
(Fiduciary Counsel)

09/01/20

08/31/23

C-137247

Nossaman, LLP
(Independent Conflict Counsel)

09/01/20

08/31/23

C-137251

Reed Smith, LLP
(Independent Conflict Counsel)

09/01/20

08/31/23

C-132346

Cohen Milstein Sellers & Toll, PLLC
(Legal Representation)

08/02/18

RFP

Financial Planning Education Seminar Program
Catering Services

tbd

until
completion
COMMUNICATIONS & EDUCATION
tbd

758PEN

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

10/01/20

09/30/21

728PEN

Firedrill
(Graphic Design Services)

06/06/19

06/05/22

743PEN

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

12/05/19

12/04/22

742PEN

Cambridge Financial Partners, LLC
(Financial Counseling Services)

12/10/19

12/09/22

703PEN

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

07/01/18

DISABILITY PENSIONS
06/30/21

738PEN

Argus West, Inc.
(Investigative Services)

11/01/19

10/31/22

751PEN

U.S. Legal Support
(Court Reporting)

07/01/20

06/30/23

660PEN

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

07/19/16

INTERNAL AUDIT
07/17/21

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

01/01/18

USI Insurance Services
(Health Consulting Services)

06/07/18

N/A

705PEN

A one-year contract extension through
02/28/22 was approved by the Board on
09/03/20.

03/05/20 Contract execution has been postponed
until further notice. No live seminars are
scheduled until possibly May 2021 due to
COVID-19.

06/20/19 Amendment 1 to contract 728PEN was
executed to correct contract term dates of
06/06/19 - 06/05/22.
Amendment 1 to contract 743PEN was
executed on 09/22/20 to add virtual
seminars and related fees.

MEDICAL & DENTAL BENEFITS
12/31/20

06/06/21
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The Board approved negotiations for a
new contract on 07/16/20. Contract
negotiation is pending.

Board approved a one-year extension of
the contract, which will be effective
07/18/20.
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Contract

Vendor / Services

Start Date

Expiration
Date

Board Authorization Date

Marketing
Cessation
Start Date1

New
Search
Date

Vendor/
Candidate
Finalist Date

Contract
Award /
Renewal
Date

Comments

N/A

Los Angeles Police Protective League
(Dental Insurance Administration)

07/01/18

INVESTMENTS
06/30/23

Amendment to Appendix D executed on
01/09/20.

N/A

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

07/01/18

06/30/23

Amendment to Appendix D executed on
01/09/20.

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

RFP

Actuarial Consulting Services

tbd

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

PENSIONS DIVISION
tbd
10/15/20

The Board approved release of an RFP to
search for actuarial consulting services on
10/15/20. RFP was released on 10/16/20
and will close on 12/13/20.

708PEN

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

07/01/18

06/30/21

616PEN

AT&T
(CALNET3 Phone)

11/15/13

12/31/21

The contract has been extended to
12/31/21 by the State of California.

617PEN

AT&T
(CALNET3 Data)

11/15/13

12/31/21

The contract has been extended to
12/31/21 by the State of California.

619PEN

Verizon
(CALNET3 Phone)

11/15/13

12/31/21

The contract has been extended to
12/31/21 by the State of California.

626PEN

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

07/02/15

07/01/23

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.

687PEN

Northern Trust Company
(Integrated Disbursement Services)

10/05/17

10/04/23

A three-year contract extension through
10/04/23 was approved by the Board on
08/20/20.

SYSTEMS

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

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

Staff recommendation to the Board is
pending.

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.
*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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ITEM: F.1.a
MINUTES
OF THE
BOARD OF FIRE AND POLICE PENSION COMMISSIONERS
SPECIAL BOARD MEETING OF OCTOBER 24, 2019
The Board of Fire and Police Pension Commissioners of the City of Los Angeles met in the LAFPP
Sam Diannitto Boardroom, located at the Los Angeles Fire and Police Pensions Building, 701 East 3rd
Street, Suite 400, Los Angeles 90013 on Thursday, October 24, 2019.
COMMISSIONERS PRESENT:

DEPARTMENT OF FIRE AND
POLICE PENSIONS:

CITY ATTORNEY’S OFFICE:

Adam Nathanson, President
Brian Pendleton, Vice President
Corinne Babcock
Ken Buzzell
Ruben Navarro
Pedram Salimpour, MD
Belinda Vega
Paul Weber
Garrett Zimmon

Raymond P. Ciranna, General Manager
William Raggio, Executive Officer
Joseph Salazar, Assistant General Manager
Tom Lopez, Chief Investment Officer
Evangelina Masud, Executive Administrative Assistant II
Anya Freedman, Assistant City Attorney

President Nathanson called the special meeting to order at 10:00 a.m. All the above-listed
Commissioners were present at the start of the meeting with the exception of Commissioners Buzzell
and Babcock who arrived at 10:06 a.m. and 10:10 a.m., respectively.

1. DISCUSSION OF FISHER ASSET MANAGEMENT, INTERNATIONAL EQUITY MANAGER AND
POSSIBLE BOARD ACTION
Mr. Tom Lopez, Chief Investment Officer, and Nathaniel Chang, Investment Officer of the
Investments Division discussed the report with the Board.
Representatives of Fisher Investments Institutional Group who addressed the Board were Mr.
Damian Ornani, CEO, Ms. Carrianne Coffey, Senior Executive Vice President, Mr. Justin Arbuckle
Senior Executive Vice President, and Mr. Travis Primm, Vice President – Institutional Relationship
Manager, and Mr. Leon Stamps, Vice President.
Commissioner Pendleton addressed the representatives from Fisher Investments with a prepared
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statement relating to the concerns of past and current actions of Mr. Kenneth Fisher, Founder and
Chairman of Fisher Investments.
After a lengthy discussion, the Board voted to terminate its contract with Fisher Investments for the
management of an international large cap equity portfolio.
Freddie Escobar, President of UFLAC, provided public comment.
Resolution 20066
Commissioner Pendleton moved that the Board terminate Fisher Investments Institutional and
reallocate approximately $511 million to other managers,
which was seconded by Commissioner Vega and approved by the following votes: ayes,
Commissioners Babcock, Pendleton, Salimpour, Vega, and President Nathanson – 5; nays;
Commissioners Buzzell, Navarro, Weber, and Zimmon – 4.
Staff to report back at the November 7, 2019 Board meeting with options as to where to move the
funds.
2. GENERAL PUBLIC COMMENT ON MATTERS WITHIN THE BOARD’S JURISDICTION
There was no public comment.

The special meeting was adjourned at 11:48 a.m.

President

Secretary

ITEM: F.1.b

MINUTES
OF THE
BOARD OF FIRE AND POLICE PENSION COMMISSIONERS

AD HOC COMMITTEE ON DISABILITY PENSIONS
The Ad Hoc Committee on Disability Pensions met on Thursday, August 6, 2020.
COMMITTEE
MEMBERS PRESENT:

Garrett Zimmon, Chair (virtual participation)
Brian Pendleton, Vice Chair
Ruben Navarro (virtual participation)
Paul Weber (virtual participation)

OTHER BOARD MEMBERS:

Ken Buzzell (virtual participation)

AD HOC COMMITTEE
SUPPORT STAFF:

Joseph Salazar, Assistant General Manager

DEPARTMENT OF FIRE AND
POLICE PENSIONS:

CITY ATTORNEY’S OFFICE:

Raymond P. Ciranna, General Manager
William Raggio, Executive Officer
Rhonda Ketay, Commission Executive Assistant
James Napier, Deputy City Attorney

The Ad Hoc Committee will be noted as a Special Board meeting since a quorum of the Board was
present. Chair Zimmon called the meeting to order at 12:38 p.m. All the above Commissioners were
present at the start of the meeting.
1. GENERAL PUBLIC COMMENTS ON MATTERS WITHIN THE COMMITTEE’S JURISDICTION
There were no public comments.
2. ADDITION OF NONSERVICE-CONNECTED DISABILITY RATING SCALE TO THE DISABILITY
RATING WORKSHEET AND POSSIBLE COMMITTEE ACTION
Ms. Kristen Rosauer, Senior Benefits Analyst II, Disability Pensions Section presented the report to
the Board. The Committee discussed the rating scale.
Motion
Commissioner Weber moved that the Committee recommend that the Board approve the change
to the Disability Rating Worksheet to add a nonservice-connected disability rating scale, which was
seconded by Commissioner Zimmon and failed by the following vote: ayes, Commissioners Weber
and Chair Zimmon - 2; nays – Commissioners Navarro and Pendleton - 2.
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Motion
Commissioner Navarro moved that the Committee recommend that the Board approve the change
to the Disability Rating Worksheet to add a nonservice-connected disability rating scale and direct
staff to change the nonservice-connected disability rating scale for the Serious and Severe
Limitations to 40 – 50%, which was seconded by Commissioner Weber and approved by the
following vote: ayes, Commissioners Navarro, Weber, and Chair Zimmon - 3; nays – Commissioner
Pendleton - 1.

The Ad Hoc Committee meeting was adjourned at 12:49 p.m.

Chair

Secretary

