
 
 

  
An opportunity for the public to address the Board or Committee about any item on today’s agenda for which there has been no previous 
opportunity for public comment will be provided before or during consideration of the item. Members of the public who wish to speak on any 
item on today’s agenda are requested to complete a speaker card for each item they wish to address, and present the completed card(s) to 
the commission executive assistant. Speaker cards are available at the commission executive assistant’s desk.  
 
In compliance with Government Code Section 54957.5, non-exempt writings that are distributed to a majority or all of the Board or 
applicable Committee of the Board in advance of their meetings may be viewed at the office of the Los Angeles Fire and Police Pension 
System (LAFPP), located at 360 East 2nd Street, 4th Floor, Los Angeles, California 90012, or by clicking on LAFPP’s website at 
www.lafpp.com, or at the scheduled meeting. Non-exempt writings that are distributed to the Board or Committee at a scheduled meeting 
may be viewed at that meeting. In addition, if you would like a copy of any record related to an item on the agenda, please contact the 
commission executive assistant, at (213) 978-4555 or by e-mail at rhonda.ketay@lafpp.com. 
 
Sign language interpreters, communication access real-time transcription, assistive listening devices, or other auxiliary aids and/or services 
may be provided upon request. To ensure availability, you are advised to make your request at least 72 hours prior to the meeting you wish 
to attend. Due to difficulties in securing sign language interpreters, five or more business days notice is strongly recommended. For 
additional information, please contact the Department of Fire and Police Pensions, (213) 978-4545 voice or (213) 978-4455 TDD. 
 
A.  COMMITTEE REPORTS 
 

1. ANNUAL CONFIRMATION OF ORGANIZATIONAL INDEPENDENCE AND 
 POSSIBLE BOARD ACTION 
 

B. ITEMS FOR BOARD ACTION 
 

1. NEW MEDICARE SUBSIDY, QUALIFIED SURVIVING SPOUSE/DOMESTIC 
PARTNER SUBSIDY, DENTAL INSURANCE SUBSIDY AND MEDICARE PART B 
PREMIUM REIMBURSEMENT MAXIMUMS FOR 2016 AND POSSIBLE BOARD 
ACTION 

 
2. RECOMMENDATION OF CONTRACT AWARD FOR FINANCIAL PLANNING 

EDUCATION CONSULTANT AND POSSIBLE BOARD ACTION 
 

 
AGENDA 

 
BOARD OF FIRE AND POLICE PENSION 

COMMISSIONERS 
 

November 5, 2015 
8:30 a.m.  

 
Los Angeles Times Building 

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

 
Commissioner Diannitto will participate telephonically from 

4612 El Reposo Drive, Los Angeles, CA  90065 
 

http://www.lafpp.com/
mailto:rhonda.ketay@lafpp.com
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3. PROPOSED RENEWAL OF SEPARATE ACCOUNT REAL ESTATE MANAGEMENT 
CONTRACTS WITH HEITMAN CAPITAL MANAGEMENT AND SENTINEL REAL 
ESTATE CORPORATION AND POSSIBLE BOARD ACTION 

 
4. APPROVAL OF PROXY VOTING SERVICES CONTRACT AND POSSIBLE BOARD 

ACTION 
 

5. PROPOSED RENEWAL OF NORTHERN TRUST INVESTMENTS, INC. 
INTERNATIONAL SMALL CAP INDEX CONTRACT AND POSSIBLE BOARD 
ACTION 

 
6. CONSENT OF ASSIGNMENT OF TOWNSEND HOLDINGS LLC’S CONTRACT AND 

POSSIBLE BOARD ACTION 
   

7. REQUEST TO SUSPEND WORKERS’ COMPENSATION RECAPTURE OF JOHN J. 
FLOWERS, DISABILITY PENSIONER AND POSSIBLE BOARD ACTION 

 
C. REPORTS TO THE BOARD 

 
1.   REAL ESTATE PERFORMANCE REVIEW BY THE TOWNSEND GROUP 
 
2. Has any Board Member made any expenditure to influence State legislative or 

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

and Filed.  
 
4. General Manager’s Report 
 

a. Benefits Actions approved by General Manager on October 15, 2015 
 
b. Other business relating to Department operations 

 
D. COMMITTEE CALENDAR  
 

1. Audit Committee – Last met: 10/01/15; next meeting: 01/21/16 
 
2. Benefits Committee – Last met: 10/01/15; next meeting: 11/19/15 
 
3. Governance Committee – Last met: 08/06/15; next meeting: 03/17/16 

 
E. CONSENT ITEMS 
 

APPROVAL OF RETROACTIVE TRAVEL AUTHORITY (SALIMPOUR) – PENSION & 
INVESTMENTS, SMART BETA SUMMIT 

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

Alternative 2 
 
Police Officer III Lawrence C. Thompson.  Officer Thompson will be represented by 
Thomas J. Wicke, Esq. of Lewis, Marenstein, Wicke, Sherwin and Lee. 
 
Retired Police Officer II Phillip Carr.  Mr. Carr will be represented by Thomas J. Wicke, 
Esq. of Lewis, Marenstein, Wicke, Sherwin and Lee. 

 
I. CLOSED SESSION ITEMS FOR POSSIBLE BOARD ACTION  
 

CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54956.8 TO 
CONFER WITH REAL PROPERTY NEGOTIATOR; Properties: 315 S. Hewitt Street and 
713 E. 3rd Street: Negotiators: David Weiner, Martin Cawley, Ray Ciranna, Negotiating 
parties: Sentinel Real Estate Corporation and LAFPP: Under negotiation: Instruction to 
negotiator will concern price 

 
 



 

 

 

DEPARTMENT OF FIRE AND POLICE PENSIONS 
360 East Second Street, Suite 400 

Los Angeles, CA 90012 
(213) 978-4545 

 
 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 
DATE: NOVEMBER 5, 2015 ITEM:  A.1  
 
FROM: AUDIT COMMITTEE 
 CIELO CASTRO, CHAIR 
 RUBEN NAVARRO, VICE CHAIR 
 GEORGE ALIANO 
 CORINNE TAPIA 
 
SUBJECT: ANNUAL CONFIRMATION OF ORGANIZATIONAL INDEPENDENCE AND     

POSSIBLE BOARD ACTION 
 
RECOMMENDATION 
 
It is recommended that the Board review, receive, and file this annual confirmation of 
organizational independence of the internal audit activity.  
 
 
BACKGROUND 
 
On October 1, 2015 the Audit Committee reviewed the annual confirmation of organizational 
independence and recommended it to the Board. 
 
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).  
 
Additionally, pursuant to the Audit Committee’s Duties and Responsibilities, the Audit Committee 
assists the Board in overseeing the internal control and audit functions by reviewing the 
organizational structure and qualifications of the Internal Audit Section.      
 
Both ISPPIA and Government Auditing Standards (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.     
 
This report represents the third annual confirmation, and the first for which the Audit Committee  
formally reviewed the organizational structure and qualifications of the Internal Audit Section.    
 



 
Board Report Page 2 November 5, 2015 

 
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). 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 

1. The Board approves the internal audit charter 
July 21, 2011: original Board approval  
 
August 6, 2015: most recent update and 
approval  

2. The Board approves the risk-based internal audit plan 
January 20, 2011: original Board approval 
 
February 5, 2015: most recent approval  

3. The Board approves the internal audit budget and resource 
plan 

June 18, 2009: original Board approval of 
budget including Internal Audit staff 
 
June 18, 2015: most recent approval 

4. The Board receives communications from the DAM on the 
internal audit activity’s performance relative to its plan 

April 19, 2012: original communication 
  
February 5, 2015: most recent 
communication 

5. The Board approves decisions regarding the appointment 
and removal of the DAM  

June 18, 2009: original Board approval of 
budget including DAM authorization 
 
June 18, 2015: most recent approval; see 
also Audit Committee Duties and 
Responsibilities Section 6.7  

6. The Board approves the remuneration of the DAM 

June 18, 2009: original Board approval of 
budget  
 
June 18, 2015: most recent approval  
(The DAM salary is set pursuant to MOU 
36) 

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

Scope/resource limitations are noted in 
each Annual Audit Plan and Forecast 
presented in open session to the Audit 
Committee and to the Board, most recently 
on February 5, 2015.  
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Qualifications of the Internal Audit Function 
 
The following credentials are maintained by current IAS staff: Certified Internal Auditor; Certified 
Public Accountant; Certified Government Auditing Professional; Certified Fraud Examiner; and, 
Certified Law Enforcement Auditor. Staff members are responsible to obtain appropriate CPE to 
maintain individual certifications.  
 
The DAM is responsible to monitor 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 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 $11,925 has been budgeted for Fiscal Year 2015-16 for IAS training to obtain CPE as 
referenced above.   
 

 
 
This report was prepared by: 
 
Erin J. Kenney, Departmental Audit Manager   
Internal Audit Section 
 
RPC:EJK  
 
Attachment:   Department of Fire and Police Pensions Fiscal Year 2015-2016 Organizational 

Chart, page one  
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DEPARTMENT OF FIRE AND POLICE PENSIONS 
360 East Second Street, Suite 400 

Los Angeles, CA 90012 
(213) 978-4545 

 
 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 

DATE:           NOVEMBER 5, 2015 ITEM:  B.1  
 
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 
 
SUBJECT: NEW MEDICARE SUBSIDY, QUALIFIED SURVIVING SPOUSE/DOMESTIC 

PARTNER SUBSIDY, DENTAL INSURANCE SUBSIDY AND MEDICARE PART B 
PREMIUM REIMBURSEMENT MAXIMUMS FOR 2016 AND POSSIBLE BOARD 
ACTION 

 
RECOMMENDATIONS 
 
That the Board: 
 
1. Adopt the attached Resolution decreasing the maximum Medicare Health Insurance Subsidy 

to $487.71 per month effective January 1, 2016; and, 
 

2. Adopt the attached Resolution decreasing the maximum Qualified Surviving Spouse/Domestic 
Partner (Qualified Survivor) Non-Medicare Health Insurance Subsidy to $748.03 per month 
effective January 1, 2016; and, 

 
3. Adopt the attached Resolution keeping the maximum Dental Insurance Subsidy at $43.24 per 

month effective January 1, 2016; and, 
 

4. Adopt the attached Resolution implementing a two tier Medicare Part B Premium 
Reimbursement, with a maximum monthly reimbursement amount of $159.30, effective 
January 1, 2016. 

 
BACKGROUND 
 
On July 15, 2011, the Los Angeles City Council approved changes to the Los Angeles 
Administrative Code (LAAC) by adding Section 4.1166, which affects LAFPP’s medical insurance 
subsidy benefits.  Effective July 15, 2011, LAFPP members receiving a medical insurance subsidy 
are divided into three groups: 
 

A. Members who retired or entered the Deferred Retirement Option Plan (DROP) prior to July 
15, 2011, pursuant to LAAC 4.1166.  These retirees will continue to receive increases to 
their maximum medical insurance subsidy benefits.   
 

B. Members who retired or entered DROP on or after July 15, 2011 and who did not opt to 
make a contribution for vesting increases in their maximum medical insurance subsidy 
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pursuant to LAAC 4.1167.  These retirees and their qualified survivors will have their 
maximum medical insurance subsidy frozen at the rates in effect as of July 1, 2011. 
 

C. Members who retired or entered DROP on or after July 15, 2011 and who did opt to make 
a contribution for vesting increases in their maximum medical insurance subsidy pursuant 
to LAAC 4.1167.  These retirees and their qualified survivors will receive the maximum 
amount of annual increases to their medical insurance subsidy pursuant to Chapter 11.5 of 
Division 4 of the LAAC. 

 
On October 16, 2014, the Board adopted a resolution to administer the subsidy program without 
regard to the health subsidy freeze ordinance.  This resolution was adopted in order to comply with 
a writ of mandamus (Writ) issued by the Los Angeles Superior Court on September 5, 2014 in the 
case Jack Fry et al. v. City of Los Angeles, Case No. BS 140201 (Fry Case).  The Writ directs the 
Board to resume exercising its discretion to make annual, limited adjustments in the health 
premium subsidy amount without any regard to the “freeze” ordinance. 
 
On October 29, 2014, the City of Los Angeles filed a Notice of Appeal to the Writ ruling issued by 
the Los Angeles Superior Court on September 5, 2014.  On November 3, 2014, the City filed a 
Verified Petition for Writ of Mandate and Request for Immediate Stay with the Court of Appeal. 
Similar to the City’s Appeal, the Writ seeks to stay and overturn the trial court’s September 5, 2014 
ruling. The City states that it is simultaneously pursuing an appeal and a writ, because of the legal 
uncertainty regarding the proper procedure to challenge the trial court’s September 5, 2014 ruling. 
 
On November 12, 2014, the Second District of the California Appellate Court granted the City of 
Los Angeles a stay of the Writ pending appeal.  Therefore, staff will continue to apply the health 
subsidy freeze to the members identified in Group B above.  Staff will update the Board should any 
future court ruling suspend, modify, or eliminate the health subsidy freeze. 

 
DISCUSSION 
 
The maximum amounts for the Medicare Health Insurance Subsidy affecting members and 
qualified survivors enrolled in Medicare Parts A and B (Medicare Subsidy) and the Qualified 
Survivor Non-Medicare Health Insurance Subsidy are limited by the Los Angeles City Employees’ 
Retirement System (LACERS) plan premiums.  The LACERS plan premiums affecting these 
subsidies will change effective January 1, 2016.  The maximum Dental Insurance Subsidy (affecting 
only retired members) is limited by the LACERS maximum dental subsidy amount, which will 
remain at the current amount effective January 1, 2016. 
 
MEDICARE HEALTH SUBSIDY 
 
Per LAAC Section 4.1154(c), the maximum monthly subsidy for eligible retired members with 
Medicare Parts A and B is set at “the highest monthly premium of an approved plan supplemental 
to Part A of Medicare available to retired members of the Los Angeles City Employees' Retirement 
System.”   
 
The highest premium negotiated by LACERS for a single-party Medicare supplement health plan 
for the 2016 plan year is $487.71 per month.  This represents a 6.8% decrease from the $523.25 
maximum subsidy in effect for the 2015 plan year.  



 
Board Report Page 3 November 5, 2015 

QUALIFIED SURVIVOR NON-MEDICARE HEALTH SUBSIDY 
 
A qualified survivor receives a health insurance subsidy in accordance with LAAC Section 4.1161, 
which states that the maximum subsidy amount may not exceed the lesser of the maximum 
LACERS single-party non-Medicare Kaiser rate or the maximum medical subsidy for active Fire and 
Police members. The LACERS single-party non-Medicare Kaiser rate for the 2016 plan year has 
been set at $748.03 per month. The current maximum subsidy received by active Fire and Police 
members is $1,227.70 per month. 
 
Based on the limit established by LAAC Section 4.1161, it is recommended that the maximum 
monthly subsidy for qualified survivors in Non-Medicare/Medicare Part B Only health plans be 
$748.03 per month, a decrease of 5.1% from the current maximum monthly subsidy of $787.87. 
 
DENTAL SUBSIDY FOR RETIRED MEMBERS 
 
The dollar amount for retired members’ dental subsidy is based on language contained in LAAC 
Section 4.1164.  The maximum monthly subsidy for eligible retired members shall be the lower of 
the LACERS maximum dental subsidy or any amount allowed active members of any Fire and 
Police Pension Plan Tier. 
 
The lowest maximum dental subsidy paid on behalf of active sworn members is currently set at 
$72.80 per month and the LACERS maximum dental subsidy effective January 1, 2016 will remain 
at $43.24 per month.  Therefore, the LAFPP maximum dental subsidy effective January 1, 2016 will 
be unchanged at $43.24 per month.  
 
MEDICARE PART B PREMIUM REIMBURSEMENTS 
 
In addition to the Medicare Health Insurance Subsidy, retired members and qualified survivors 
enrolled in both Medicare Parts A and B are entitled to a reimbursement for the Medicare Part B 
basic premium amount.  The reimbursement is a flat-rate amount limited by the standard cost of the 
Medicare Part B premium as determined annually by the Centers for Medicare and Medicaid 
Services (CMS).  The Medicare Part B premium reimbursement does not cover any premium in 
excess of the basic amount due to late enrollment penalties or charges for income-related monthly 
adjustment amounts (IRMAA).  IRMAAs are added to a beneficiary’s basic Part B premium if their 
modified adjusted gross income is greater than the legislated threshold amounts ($85,000 in 2016 
for a beneficiary filing an individual income tax return or married and filing a separate return, and 
$170,000 for a beneficiary filing a joint tax return).  If their adjusted gross income exceeds these 
limits, the beneficiary is responsible for a larger portion of the estimated total cost of Part B benefit 
coverage. 
 
Effective January 2016, the Centers for Medicare and Medicaid Services have established two 
standard Medicare Part B monthly premium amounts: $104.90 (the current 2015 amount) and 
$159.30.  Most Medicare beneficiaries will continue to pay the current standard Medicare Part B 
monthly premium of $104.90; however, certain beneficiaries will be subjected to a 52% increase 
over the 2015 premium, resulting in a standard monthly premium of $159.30. 
 
Medicare beneficiaries who currently have the Social Security Administration withhold their Part B 
premiums and have incomes of $85,000 or less (or $170,000 or less for joint filers) will not 
experience a premium increase in 2016.  However, those who are 1) new Part B beneficiaries, 2) 
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beneficiaries who do not currently have the Part B premium withheld from their Social Security 
benefit, or 3) higher-income beneficiaries, will have a standard monthly premium of $159.30. 

 
Staff is recommending that members be reimbursed at the applicable standard monthly premium of 
either $104.90 or $159.30.  If the Board approves this recommendation, we will reimburse the 
higher rate of $159.30 for pensioners whose Medicare Parts A and B have an effective date in the 
2016 calendar year. For all other pensioners, we will, by default, reimburse them at the $104.90 
rate, or for pensioners providing required documentation, at the higher rate of $159.30.  We will 
also notify approximately 6,000 potentially affected members via individual letters and our retiree 
newsletter of this change.  Those subject to the higher standard monthly premium will be given the 
opportunity to submit documentation to support the requested higher reimbursement amount.  
Other than those whose Medicare Parts A and B have an effective date of January – December 
2016, only pensioners who provide the required evidence will receive the monthly Part B 
reimbursement at $159.30. 
 
SUBSIDY OVERVIEW 
 

Subsidy Description Current 
Subsidy 

Groups 
A & C 

Subsidy 
(eff. 1/1/16) 

Change 
Group B 
Subsidy 

(eff. 1/1/16) 

Medicare Health Insurance Subsidy $523.25 $487.71 ($35.54) $480.41 

Qualified Survivor Non-Medicare/Medicare 
Part B Only Health Insurance Subsidy $787.87 $748.03 ($39.84) 

 
$595.60 

Retiree Dental Insurance Subsidy $43.24 $43.24 $0.00 $43.24 

Medicare Part B Reimbursement $104.90 $104.90 or 
$159.30 

Up to 
$54.40 

$104.90 or 
$159.30 

 
The amended subsidy and reimbursement amounts will be implemented January 1, 2016 and 
reflected in pension payments beginning December 31, 2015.   

 
BUDGET 
 
For the FY 2015-16 budget, Staff estimated that the Medicare Health Subsidy for members would 
increase by 8.0% effective January 1, 2016.  Staff estimates that after accounting for the 6.8% 
decrease to the Medicare Health Subsidy and the 5.1% decrease to the Qualified Survivor Health 
Subsidy effective January 1, 2016, LAFPP will expend approximately $260,000 less per month over 
the course of the 2016 calendar year as compared to current expenditures. Additionally, Staff 
estimated that the 2015 Dental Subsidy would increase by 5.0% effective January 1, 2016.  Based 
on dental subsidy payments made this fiscal year-to-date, and with the maximum dental subsidy 
remaining the same in 2016, staff estimates that Dental Subsidy expenditures effective January 1, 
2016 will be approximately $25,000 less per month over the course of the 2016 calendar year as 
compared to the amount budgeted for Fiscal Year 2015-16. 
 
Additionally, Staff estimated a 5.0% increase to the 2016 Medicare Part B basic premium as part of 
the budget process.  Based on the Medicare Part B premium reimbursement paid so far this fiscal 
year, the Medicare Part B basic premium remaining at the same level in 2016 for approximately 
80% of the members currently receiving reimbursements, and assuming approximately 20% of the 
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pensioners receiving the higher tier reimbursement (based on 2011 data), LAFPP will expend 
approximately $100,000 more per month on Medicare Part B Reimbursements over the course of 
the 2016 calendar year as compared to current expenditures. 
 
Given that the decrease in the monthly Medicare Health Subsidy and Qualified Survivor Health 
Subsidy expenditures will be substantially larger than the increase in the Medicare Part B 
Reimbursement expenditures effective January 1, 2016, there are sufficient funds in the FY 2015-
16 health subsidy, dental subsidy and Medicare Part B Reimbursement budgets to cover the cost of 
each of the changes. 
 
POLICY 
 
No policy change as recommended.   

 
 
This report was prepared by: 
 
Robyn L. Wilder, Chief Benefits Analyst 
Pensions Division 
 
RPC:JS:RLW:JRM 
 
Attachments (4) 
 
Attachments:    1.  Board Resolution: Health Subsidies/Reimbursements for Pensioners 
 

   2. Board Resolution: Health Subsidies/Reimbursements for Qualified Surviving  
Spouses/Domestic Partners 

 
    3. Board Resolution: Dental Subsidies for Retired Members 
 
    4. Board Resolution: Medicare Part B Premium Reimbursements for Pensioners 
 



ATTACHMENT 1  
HEALTH SUBSIDIES/REIMBURSEMENTS FOR PENSIONERS 

  
 

RESOLUTION NO. 

 
WHEREAS, retired members of the Fire and Police Pension Plan, Tiers 1, 2, 3, 4, 5 and 6,  
have had paid, on their behalf, a health insurance premium subsidy, or have received a 
reimbursement, in accordance with the provisions of section 4.1154 of the Administrative 
Code; and 
 
WHEREAS, the Board of Fire and Police Pension Commissioners has been granted the 
authority under Section 4.1154(e) of the Administrative Code to increase or decrease the 
maximum monthly amount of the health insurance subsidy in accordance with the authority 
conferred in subsections (e) of Sections 1330, 1428, 1518, 1618 and 1718 of the Charter and 
subsection (e) of 4.2018 of the Administrative Code, respectively; and 
 
WHEREAS, the Board of Administration of the Los Angeles City Employees' Retirement 
System (LACERS) has negotiated a rate of $487.71 for its highest monthly premium of an 
approved plan supplemental to Part A of Medicare; 
 
RESOLVED, that the maximum monthly health insurance premium subsidy as described in 
Section 4.1154 (e) of the Administrative Code shall be $1,435.13, payable on behalf of the 
members and their eligible dependents (as such term is defined in the Board approved health 
insurance plans) or received as a reimbursement; and 
 
RESOLVED, that retired members of age 60 and above with 10 or more years of service who 
retired with an effective date prior to July 1, 1998, and retired members of age 55 and above 
with 10 or more years of service who retired with an effective date of July 1, 1998 or after, who 
do not qualify for Part A of Medicare, shall have paid to their respective approved health 
insurance carriers a monthly health insurance subsidy, or paid directly to the member as a 
reimbursement, an amount not to exceed $57.4052 for each whole year of service; said  
subsidy to apply first to that portion of the premium applicable to the retired member with any 
remainder to be applied to the dependent(s) of said member; and 
 
RESOLVED, that retired members who do qualify for federally funded Part A of Medicare shall 
have paid to their respective approved health insurance carriers, on their behalf, a subsidy as 
provided in Section 4.1154(c) and in addition shall have paid to said insurance carriers, on 
behalf of their eligible dependents, a subsidy equal to the amount payable on behalf of the 
dependents of a retired member in the same plan with the same years of service who does not 
qualify for Parts A or B of Medicare or qualifies for Part B only but not Part A and has their 
Medicare Part B and D benefits included in their Board approved health plan, whichever 
subsidy amount is greater, providing such subsidy does not exceed the highest subsidy for the 
dependent of a retired member with a like number of years of service and enrolled in a health 
plan available to retired members of the Los Angeles City Employees' Retirement System, in 
which case the latter shall be the subsidy for the dependents; and 
 
RESOLVED, that retired members of the Fire and Police Pension Plan, Tier 6, who retired 
under the provisions of Section 1706(a) of the Charter with less than 10 years of service, who 
are age 55 or older, are not eligible for a subsidy from any other source, and who are not 



ATTACHMENT 1 
Health Subsidies/Reimbursements for Pensioners  
Page 2 

 
eligible for Medicare or are enrolled in Medicare Part B but not part A shall have paid to their 
approved health insurance carrier $574.05 per month, or 40% of the single-party cost of their 
approved health plan, whichever is lower; and 
 
RESOLVED, that retired members of the Fire and Police Pension Plan, Tier 6, who retired 
under the provisions of Section 1706(a) of the Charter with less than 10 years of service, who 
are age 55 or older, are not eligible for a subsidy from any other source, and who are enrolled 
in Medicare Parts A and B shall have paid to their approved health insurance carrier 75% of 
the qualifying monthly premium as described in Section 4.1154(c) of the Administrative Code, 
or 75% of the single-party cost of their approved health plan, whichever is lower; and 
 
RESOLVED, the health insurance premium subsidy provided herein shall be applied against 
the December 31, 2015 pension payments and subsequent monthly health insurance 
premiums or at the earliest month thereafter which is administratively feasible, and shall 
remain in effect until modified or cancelled by subsequent action of the Board; and 

 
RESOLVED, that the Manager-Secretary of the Department of Fire and Police Pensions be 
authorized to cause demands to be drawn upon the General Pension Funds of the Fire and 
Police Pension Plan, Tiers 1, 2, 3, 4, 5 and 6, to be paid to the service organizations through 
which health insurance is provided for subsidy payments applying the health insurance 
premiums to said eligible members in advance of or after the effective date of enrollment or 
change in coverage, or directly to the member in the case of a reimbursement; providing such 
subsidy payments have been verified against records kept by the Department of Fire and 
Police Pensions and found to be correct and proper and that individual subsidy amounts are 
within the limits set forth in the Los Angeles City Administrative Code; 
 
I HEREBY CERTIFY that the foregoing Resolution was adopted by the Board of Fire and 
Police Pension Commissioners at its regular meeting held on November 5, 2015. 
 
 
 
 
        
Raymond P. Ciranna 

 General Manager 



ATTACHMENT 2 
 

HEALTH SUBSIDIES/REIMBURSEMENTS FOR QUALIFIED  
SURVIVING SPOUSES/DOMESTIC PARTNERS 

 
 

 
RESOLUTION NO. 

 
WHEREAS, eligible surviving spouses/domestic partners of Tiers 1, 2, 3, 4, 5 and 6 of the Fire 
and Police Pension Plan have had paid, on their behalf, a health insurance premium subsidy in 
accordance with the provisions of Section 4.1161 of the Administrative Code; and 
 
WHEREAS, the Board of Fire and Police Pensions Commissioners has been granted the 
authority under Sections 1330, 1428, 1518, 1618 and 1718 of the City Charter and Section 
4.2018 of the Administrative Code to increase or decrease the maximum monthly amount of 
the health insurance subsidy; and 
 
WHEREAS, active members of the Fire and Police Pension Plan have been granted a 
maximum monthly subsidy of $1,227.70, which is sufficient to pay the member's premium and 
a part or all of the premium for dependents; and 
 
WHEREAS, the Board of Administration of the Los Angeles City Employees' Retirement 
System has negotiated a rate of $748.03 in 2016 for its Kaiser single-party premium for retired 
members without Parts A and B of Medicare; and 
 
WHEREAS, it is the desire of this Board to exercise its authority to provide a health insurance 
subsidy for eligible qualified surviving spouses/domestic partners within the limits of the 
Administrative Code, i.e., no more than active members of the Fire and Police Pension Plans 
or the single party premium for civilian retirees without Parts A and B of Medicare; 
 
RESOLVED, that eligible qualified surviving spouses/domestic partners who do not qualify for 
Part A of Medicare, shall have paid to their respective approved health insurance carriers, a 
monthly health insurance subsidy not to exceed $748.03 in accordance with the subsidy 
entitlements based on years of service of the member, pursuant to Section 4.1161 of the 
Administrative Code, said subsidy to be used for the premium cost for the qualified surviving 
spouse/domestic partner only; and 
 
RESOLVED, that qualified surviving spouses/domestic partners who do qualify for federally 
funded Part A of Medicare shall have paid to their respective approved health insurance  
carriers, on their behalf, a subsidy as provided in Section 4.1161(d) and (e), said subsidy to be 
used for the premium cost for the qualified surviving spouse/domestic partner only; and 
 
RESOLVED, the health insurance premium subsidy provided herein shall be applied on the 
December 31, 2015 pension payments and subsequent monthly payments, and shall remain in 
effect until modified or cancelled by subsequent action of the Board; and 
 
RESOLVED, that the Manager-Secretary of the Department of Fire and Police Pensions be 
authorized to cause demands to be drawn upon the General Pension Funds of Tiers 1, 2, 3, 4, 
5 and 6 to be paid to the service organizations and health insurance carriers through which 
health insurance is provided for subsidy payments. However, such subsidy payments must  
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have been verified against records kept by the Department of Fire and Police Pensions and 
found to be correct and proper, and individual subsidy amounts must be within the limits as set 
forth in the Los Angeles City Administrative Code; 
 
I HEREBY CERTIFY that the foregoing Resolution was adopted by the Board of Fire and 
Police Pension Commissioners at its regular meeting held on November 5, 2015. 
 
 
 
 
        
Raymond P. Ciranna 

 General Manager 
 



ATTACHMENT 3  
DENTAL SUBSIDIES FOR RETIRED MEMBERS 

 
 
 

RESOLUTION NO. 
 

WHEREAS, Section 4.1164 of the Los Angeles Administrative Code provides that the Board of 
Fire and Police Pension Commissioners will pay subsidies toward certain dental benefit costs 
for certain eligible retired members of the Fire and Police Pension Plan; and 
 
WHEREAS, the Board of Fire and Police Pension Commissioners has been granted the 
authority under Section 4.1164 of the Administrative Code to increase or decrease the 
maximum monthly amount in accordance with the authority conferred in subsections (e) of 
Sections 1330, 1428, 1518, 1618 and 1718 of the Charter and subsection (e) of Section 
4.2018 of the Administrative Code, respectively; and 
 
WHEREAS, the Board of Administration of the Los Angeles City Employees’ Retirement 
System (LACERS) has granted a maximum monthly dental subsidy of $43.24 for 2016; and 
 
WHEREAS, active members of the Fire and Police Pension Plan have been granted maximum 
monthly dental subsidies in excess of $43.24; 
 
RESOLVED, that eligible members shall have paid to their respective approved employee 
service organizations, a monthly dental insurance subsidy not to exceed $43.24 in accordance 
with the subsidy entitlements based on years of service of the member pursuant to subsection 
(a) of Section 4.1164 of the Administrative Code, said subsidy to be used for the premium cost 
for the member only; and  
 
RESOLVED, the dental insurance premium subsidy provided herein shall be applied against 
the December 31, 2015 pension payments and subsequent monthly dental insurance 
premiums, and shall remain in effect until modified or cancelled by subsequent action of the 
Board; and 
 
RESOLVED, that the Manager-Secretary of the Department of Fire and Police Pensions be 
authorized to cause demands to be drawn upon the General Pension Funds of the Fire and 
Police Pension Plan, Tiers 1, 2, 3, 4, 5 and 6, to be paid to the service organizations through 
which dental insurance is provided for subsidy payments, applying to dental insurance 
premiums of said eligible members, providing such subsidy payments have been verified 
against records kept by the Department of Fire and Police Pensions and found to be correct 
and proper and that individual subsidy amounts are within the limits as set forth in the Los 
Angeles City Administrative Code. 
 
I HEREBY CERTIFY that the foregoing Resolution was adopted by the Board of Fire and 
Police Pension Commissioners at its regular meeting held November 5, 2015.  
 
 
 
        
Raymond P. Ciranna 
General Manager 
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MEDICARE PART B PREMIUM REIMBURSEMENTS FOR PENSIONERS 

 
 
 

RESOLUTION NO. 

 
WHEREAS, Los Angeles City Administrative Code Section 4.1162 provides that the 
Board of Fire and Police Pension Commissioners will pay reimbursement of Medicare 
Part B basic premiums for eligible retired members and qualified surviving 
spouses/domestic partners of the Fire and Police Pension Plan who are eligible to 
receive health insurance subsidies and enrolled in Medicare Parts A and B; and 
 
WHEREAS, the Medicare Part B basic premiums effective January 1, 2016, are 
$104.90 and $159.30 per month; 
 
RESOLVED, that eligible members and eligible qualified surviving spouses/domestic 
partners shall have paid a monthly Medicare Part B premium reimbursement of $104.90 
or $159.30; and 
 
RESOLVED, the Medicare premium reimbursement provided herein shall be applied to 
the December 31, 2015 pension payments and subsequent monthly payments and shall 
remain in effect until modified or cancelled by subsequent action of the Board; and 
 
RESOLVED, that the Manager-Secretary of the Department of Fire and Police Pensions 
be authorized to cause demands to be drawn upon the General Pension Funds of the 
Fire and Police Pension Plan, Tiers 1, 2, 3, 4, 5, and 6, to be paid to eligible members 
and beneficiaries, provided such payments have been verified against records kept by 
the Department of Fire and Police Pensions and found to be correct and proper, and 
individual reimbursement amounts are within the limits as set forth in the Los Angeles 
City Administrative Code, 
 
I HEREBY CERTIFY that the foregoing Resolution was adopted by the Board of Fire 
and Police Pension Commissioners at its regular meeting held November 5, 2015. 
 
 
 
 
        
Raymond P. Ciranna 
General Manager 

 



 

 

 
DEPARTMENT OF FIRE AND POLICE PENSIONS 

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

(213) 978-4545 
 
 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 

DATE: NOVEMBER 5, 2015 ITEM:  B.2  
 
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 
 
SUBJECT: RECOMMENDATION OF CONTRACT AWARD FOR FINANCIAL PLANNING 

EDUCATION CONSULTANT AND POSSIBLE BOARD ACTION 
 

RECOMMENDATION 
 
That the Board: 
 
1) Approve the selection of Four Square Financial Literacy Partners, Inc. to provide financial 

planning education consulting services for a three-year term, with a total contract amount not 
to exceed $200,000; and 
 

2) Authorize the General Manager to negotiate and execute the terms and conditions of the 
contract; and 

 
3) Authorize the President of the Board, on behalf of the Board, to execute the contract, subject 

to the approval of the City Attorney as to form. 
 
DISCUSSION 
 
On July 9, 2015, LAFPP released a Request for Proposal (RFP) for Financial Planning Education 
and Counseling Services.  Firms were requested to submit proposals to develop and conduct 
financial planning education seminars for the active and retired membership of LAFPP.  In 
addition, the RFP requested firms to provide individual financial counseling services to assist 
members in developing a comprehensive personal financial plan. 
 
One response was received by the due date of August 20, 2015 from Four Square Financial 
Literacy Partners, Inc. (4 Square), a provider of financial education for federal, municipal, state, 
public safety and public education entities.  4 Square uses subcontractors from Cambridge to 
provide: 
 
1) fee-based education-only services, with no solicitation of products; and 
2) fee-based planning (counseling) services, with no solicitation of products. 
 
4 Square was formed in 2013 to provide education services for the clients of Cambridge Financial 
Partners, LLC.  Cambridge Financial currently holds the contract to provide education-only 
services to LAFPP members and has successfully done so since 2012.  4 Square will contract 
with individuals from Cambridge Financial to provide education-only services.  For the individual 
financial planning/counseling sessions, 4 Square proposes to provide a disclaimer, then transition 
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the planning services to the registered advisors affiliated with Cambridge. Any individual fee-
based planning sessions would be conducted through Cambridge with its licensed and registered 
advisors.  Their intent is to provide a distinct dividing line between education and 
planning/counseling services. 
 
The City Attorney reviewed both the education and individual counseling services offered in the 
proposal.  Staff also met with representatives of United Firefighters of Los Angeles City, Los 
Angeles Police Protective League, Los Angeles Firemen’s Relief Association, Los Angeles Police 
Relief Association, and Los Angeles Retired Fire and Police Association to request their input on 
adding educational workshops for retirees and individual financial counseling services for all 
members.  The representatives were supportive of the proposed services.  Staff is conducting 
additional research to determine the scope and feasibility of offering the individual financial 
counseling services. 
 
At this time, Staff recommends awarding the contract to 4 Square to provide financial planning 
education services only.  4 Square, through its partnership with Cambridge, met all the criteria 
outlined in the RFP.  The proposed fees were in alignment with the prior contract with Cambridge: 
 

• Late, Mid and Early Career   $3,000 per seminar 
• DROP Exit     $2,000 per seminar 
• Retiree Workshops    $1,500 per seminar 

 
As noted earlier in this report, 4 Square will use presenters from Cambridge Financial for 
education services.  Cambridge developed the current financial planning education program for 
members. Over the term of the current three-year contract, Cambridge educated approximately 
1,400 members at 34 seminars.  Each seminar was evaluated by members and the program and 
presenter were very well received.  The current program addresses members in three stages: 
early career, late career, and exiting the Deferred Retirement Option Plan (DROP).  The 
recommended three-year contract will include new seminar formats for mid-career and retiree 
workshops. 
 
To continue the Financial Planning Education Program without disruption, staff proposes to move 
forward with the contract with Four Square Financial Literacy Partners, Inc. to provide financial 
planning education services.  Once a determination has been made regarding how best to 
proceed with the individual financial planning/counseling services, staff will return to the Board 
with additional information and a recommendation. 
 
BUDGET 
 
Funding for a financial planning education consultant is included in the budget for FY 2015-2016 
and will be included in subsequent budget requests. 
 
POLICY  

 
No policy changes as recommended. 
 
 
This report was prepared by:  
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Carol Tavares, Acting Senior Management Analyst I 
Communications & Special Projects Section 
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DEPARTMENT OF FIRE AND POLICE PENSIONS 

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

(213) 978-4545 
 
 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 
DATE:            NOVEMBER 5, 2015 ITEM:  B.3 
 
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 
 
SUBJECT: PROPOSED RENEWAL OF SEPARATE ACCOUNT REAL ESTATE 

MANAGEMENT CONTRACTS WITH HEITMAN CAPITAL MANAGEMENT AND 
SENTINEL REAL ESTATE CORPORATION AND POSSIBLE BOARD ACTION 

RECOMMENDATION 

That the Board: 
 
1. Approve new three-year contracts with Heitman Capital Management and Sentinel Real 
 Estate Corporation; 
 
2. Authorize the General Manager to negotiate and approve the terms and conditions of the 

contracts with Heitman Capital Management and Sentinel Real Estate Corporation for 
separate account real estate management services; and, 

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

Heitman Capital Management and Sentinel Real Estate Corporation for separate account 
real estate management services, subject to the approval of the City Attorney as to form. 

 
 
BACKGROUND 
 
The Board has allocated 10% of the Pension Fund to the Real Estate asset class, with 3% to 
publicly owned real estate via investments in Real Estate Investment Trusts (REITs), and 7% to 
privately owned real estate via investments in commingled funds and in separate account 
properties.  Separate account properties (also called Individually Managed Accounts – IMAs) are 
owned and managed by the Board.  The Board has two separate account advisors under contract, 
Heitman Capital Management (Heitman) and Sentinel Real Estate Corporation (Sentinel).  The 
advisors are hired to identify suitable properties for investment and to bring such properties to the 
Board with an investment recommendation.  If the Board approves purchase of the property the 
advisor then manages the property for the Board’s account, and will also recommend to the Board 
the sale of the property when warranted by investment considerations.   
 
Core real estate properties generally exhibit high levels of occupancy (normally above 80%) and 
low amounts of leverage, (normally less than 30%) and returns on Core properties are derived 
primarily from income.  Value Add properties at purchase generally exhibit lower levels of 
occupancy, moderate amounts of leverage and usually require some level of capital expenditure 
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to better position the properties for their markets. Returns from Value Add properties are 
composed of both income and appreciation.  If the investment strategy for a Value Add property is 
successful the occupancy level will increase to that of a Core property.  The owner can then 
market the property to a Core buyer.  Alternatively the owner can choose to retain the property as 
a Core investment.     
 
Heitman was hired by the Board in 1989 as a Core IMA real estate advisor. In 1998 the Board 
shifted the focus of the separate account program from Core to Value Add real estate. Sentinel 
was hired that year as a Value Add IMA real estate advisor and Heitman was directed to shift from 
a Core focus to Value Add. In 2005 the Board shifted the focus of the separate account real estate 
program back to Core from Value Add. 
 
In 2013 the Board approved Staff’s recommendation to allow the contract of a third separate 
account manager, Urdang Capital Management (Urdang), to expire and to transfer management 
of the four IMA properties managed by Urdang to the account of either Heitman and/or Sentinel. 
Heitman and Sentinel evaluated each of the four properties. Heitman declined to accept 
management responsibility of any of the properties; Sentinel agreed to the management of the 
properties and Sentinel’s contract was amended accordingly.     
 
Sentinel’s contract was again amended in July 2013 to accommodate services provided in the 
acquisition and management of the Neptune Building, designated as LAFPP’s future 
Headquarters Building. For 18 months prior to that time, Sentinel had assisted (on an informal, 
volunteer basis) in the search process for a suitable Headquarters facility. During that time there 
were multiple efforts involving Staff, the Board, brokers and property owners resulting in several 
(unsuccessful) offers being made on various buildings. Ultimately an offer was accepted by the 
owner of the Neptune building in the spring of 2013, resulting in the July 2013 closing.  
  
At present the Board owns 16 separate account properties, not including the Neptune Building.  
 
The contracts of Heitman and Sentinel have been renewed every three years since each firm was 
first hired. The current contracts will expire on December 31, 2015.     
 
 
DUE DILIGENCE REVIEW 
 
In accordance with Board policy Staff has conducted a due diligence review of each advisor. The 
advisors responded to a detailed questionnaire focusing on ownership, personnel, assets under 
management and investment returns.  In addition, Staff and the Board’s Real Estate Consultant, 
The Townsend Group (Townsend) recently met with the portfolio management teams of each 
advisor to conduct the annual business plan and portfolio reviews. 
 
 
OWNERSHIP 
 
Heitman, originally founded in 1966, has since 2000 been structured as a limited liability company 
with 50% of the firm’s ownership held by Heitman employees and 50% by the British financial 
services company Old Mutual, plc.  Heitman’s employee ownership is spread amongst 34 senior 
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professionals, including Jim Proud, the portfolio manager on the Board’s account.  Heitman 
employees are responsible for all daily operations of the firm.  
 
Sentinel was originally founded in 1969 as the Smith Barney Real Estate Corporation.  Sentinel 
today is an independent, privately held firm, since 1988 wholly owned by its Chairman, John H. 
Streicker.   
 
 
PERSONNEL 
 
Heitman, headquartered in Chicago, has approximately 320 employees located in 11 offices 
around the world.  The Board’s account has been managed by Executive Vice President James 
Proud since 1994 and, more recently, Senior Vice President Steven Lieb.  He is supported by the 
portfolio management team of Paul Rezents and Colleen Ryan.  A former member of the team, 
Ryan Tripton, recently left the firm to pursue other opportunities.    
 
Sentinel is based in New York City and has approximately 900 employees.  The executive staff, 
senior portfolio managers and support services are located in New York. There are also three 
regional investor services offices in the United States and two located overseas.  Most of the   
managers of Sentinel properties are employees of the firm.  The portfolio management team for 
the Board’s account continues to be led by Vice Chairman David Weiner, assisted by Martin 
Cawley and Nicholas Stein.  There have been no changes to the portfolio management team 
during the past three years. 
 
 
ASSETS UNDER MANAGEMENT 
 
Heitman has experienced a slight decline in the number of institutional separate account clients, 
from 55 on January 1, 2012 to 54 on June 30, 2015.  However, during the same time period 
Heitman’s total separate account assets under management and its total assets under 
management across all product types increased from $20.0 billion to $24.8 billion and from $25.1 
billion to $34.2 billion, respectively.  The Board also has a $30 million commitment to the $800 
million Heitman Value Partners II commingled fund and $64.8 million invested in the open-ended  
Heitman America Real Estate Trust (HART) fund. 
 
Sentinel’s number of separate account clients has remained constant at 7 since January 1, 2012, 
while the amount of separate account assets under management increased from $1.5 billion to 
$1.9 billion over the same time period.  The firm’s total assets under management across all 
product types increased from $3.2 billion to $4.0 billion. 
 
The assets and number of properties managed for the Board by the two advisors as of June 30, 
2015 are as follows: 
 

 
Manager 

 Separate Account Assets 
Managed for the Board 

 Number of Properties 
Managed 

Heitman  $ 238.6 million  6 
Sentinel  $ 272.6 million  10 
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INVESTMENT PERFORMANCE 
 
The investment performance benchmark for the core IMA managers is the National Council of 
Real Estate Investment Fiduciaries (NCREIF) Fund Index Open-End Diversified Core (ODCE) 
Index.  The investment performance of the Board’s advisors, as Core-only advisors since 1Q06, 
and since the inception of each relationship (all properties) is in the table below.  Performance is 
as of June 30, 2015 and is presented net of fees.  
 

 
Manager 

Quarter 
Return 

1-year 
Return 

3-year 
Return 

5-year 
Return 

Since 
1Q06 

Return 

Since 
Inception 
(4Q89)  

Since 
Inception 
(1Q99) 

Heitman 7.9% 19.1% 16.7%  21.3% 9.7% 7.9% N/A 
Sentinel 3.3% 9.6% 13.6% 13.8% 6.5% N/A 12.2% 
NFI-ODCE  3.6% 13.4% 12.1% 13.3% 5.1% 6.1% 7.4% 
NFI-ODCE + 50 bps      6.6% 7.9% 

 
The performance of the properties in the Heitman portfolio exceeds the current benchmark over all 
time periods measured.  The Sentinel portfolio exceeds its benchmark in all periods except for the 
most recent quarter and one-year periods.  Sentinel’s returns exclude the properties it assumed 
when the Board allowed the Urdang contract to expire on June 30, 2013.  
 
CONCLUSIONS 
 
Staff is recommending retaining the services of both Heitman and Sentinel.  The returns of each 
firm have been acceptable, their organizations are stable and there has been no significant 
turnover on the teams managing the Board’s accounts. For these reasons Staff recommends 
renewal of the contracts for both Heitman and Sentinel for an additional three years.    
 
Townsend concurs with Staff’s recommendations. The Townsend memo (attached) provides 
returns on each IMA owned by the Board, as well as returns for both advisors since the beginning 
of their relationships with the Fund. 

BUDGET 

Approval of this recommendation is not expected to have a budgetary impact, as the management 
fees for the properties are included in the Department’s current budget.  The contracts for the two 
real estate advisors contain the same fee language.     
  
This report was prepared by: 
 
Paul Palmer 
Investment Officer 
 
RPC:TL:RR:PGP  
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MEMORANDUM 

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

DATE:      November 2015 

SUBJECT:    Approval of Individually Managed Account Contracts 

FROM:      The Townsend Group (Jennifer Young and Nick Rittenhouse) 

 

Recommendation 

Townsend recommends that LAFPP renew the Individually Managed Account (“IMA”) contracts for Heitman 

and Sentinel with continued monitoring of performance objectives.  

Background 

LAFPP  currently  has  two  Separate  Account  relationships,  managed  by  Sentinel  and  Heitman.  This  is  a 

reduction  from  three  accounts  (including  Urdang),  in  2013,  which  was  consolidated  due  to  significant 

underperformance. The Urdang assets were  transferred  to, and are now being managed by, Sentinel  (see 

Urdang Takeover below). Relevant statistics as of June 30, 2015 are provided below for each account. 

 

Strategy 

Both Heitman and Sentinel have Core mandates with LAFPP for new acquisitions. Core assets generally have 

high  occupancy  rates  (≥  80.0%)  with  quality  credit  tenants  located  in  primary  and  secondary  markets 

throughout  the United  States.  Leverage  levels  are  limited  to  40.0%  and  the  aggregate  Separate  Account 

Portfolio  has  a  loan‐to‐value  ratio  (“LTV”)  below  30.0%.  As  of  June  30,  2015, Heitman  and  Sentinel  had 

Portfolio  level LTV  ratios of 31.7% and 25.6%,  respectively. Note, however,  that Heitman and Sentinel did 

have Value Add mandates at the inception of their relationships, which no longer exist.  

Heitman Background 

Heitman’s  North  American  private  real  estate  equity  group  has  been  active  in  US  since  1980  having 

participated  in  over  $20  billion  in  acquisitions  across multiple  strategies  and  property  types.  Heitman’s 

current North American portfolio consists of $25.4 billion  in real estate assets. The North American private 

real  estate  equity  group  has  extensive  resources  with  accounting,  acquisitions,  dispositions,  finance, 

Account
Market Value ‐ 2Q 

2015

Number of CURRENT 

Assets ‐ Not Including 

Assets Sold

% of Total Real Estate 

Portfolio ‐ Funded

% of Total Real Estate 

Portfolio ‐ Funded & 

Committed

Heitman Separate Account 238,574,626$          6 12.3 11.2

Sentinel  Separate Account 202,325,918$          8 10.4 9.5

Sentinel  Separate Account (Urdang Takeover) 70,299,535$             2 3.6 3.3

Total Separate Accounts 511,200,079$          16 26.3 23.9
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operations, portfolio and asset management, real estate workout, research, due diligence, and construction / 

engineering professionals. The team of professionals is led by Senior Managing Director Tom McCarthy, a 32‐

year real estate veteran and equity owner of the firm.  

The Heitman Separate Account with LAFPP originated in 1989 and is managed by James Proud, an Executive 

Vice  President  in  Heitman’s  Portfolio &  Asset Management  group  and  an  equity  owner  of  the  firm.  His 

responsibilities  include  acquisition  coordination,  business  plan  development  and  implementation,  and 

general asset management  for  investments. He has  individual  responsibility  for  three of  the  firm’s private 

equity  and  debt  separate  account  clients  (including  LAFPP). Mr.  Proud  has  identified  Steven  Lieb  as  his 

successor for the LAFPP relationship, with an anticipated transition to occur by year‐end 2016.  

Steven Lieb is a Senior Vice President and a Portfolio Manager in Heitman’s North American Portfolio & Asset 

Management group. He develops and monitors strategic business plans, coordinates and oversees property 

acquisitions and dispositions and directs all aspects of property‐level leasing and operations.  

Sentinel Background 

Sentinel Real Estate Corporation is an independent real estate investment advisory firm established in 1969. 

Since  its  formation,  Sentinel  has  acquired  and managed  $13.3  billion  of  direct  real  estate  investments, 

including over 139,000 apartment units and over 29 million square feet of commercial space. The firm owns 

and manages approximately $5.1 billion of  institutional quality real estate assets on behalf of 83 domestic 

and international clients. Sentinel maintains its headquarters in New York City with 12 additional operational 

offices  throughout  the  Unites  States.  Sentinel  operates  a  vertically  integrated  platform  with  over  900 

employees performing all phases of  the  investment process,  including on‐site property management. The 

Sentinel portfolio currently contains nearly 31,000 apartment units and 7.8 million square feet of commercial 

real estate in 50 US markets. Sentinel’s senior management team has an average tenure with the firm of over 

20 years.  

The Sentinel Separate Account with LAFPP originated  in 1999 and  is managed by David Weiner and Martin 

Cawley. Mr. Weiner is the Vice Chairman of Sentinel and a member of both the Executive Committee and the 

Investment Committee, he joined Sentinel in 1984. Mr. Cawley is a Managing Director and Regional Director 

of Real Estate responsible for commercial property transaction and management, including office, retail and 

industrial  investments. Both Mr. Weiner and Cawley are supported by Nicholas Stein. Mr. Stein  is a Senior 

Vice  President  in  Sentinel’s  Portfolio Management  group.  He  serves  as  a  Portfolio Manager  for  several 

Sentinel funds and separate accounts.  

Performance Overview 

The benchmark for the LAFPP Private Portfolio  is the NFI‐ODCE plus 50 basis points (“NFI‐ODCE + 50 bps”). 

The 50 basis point premium is a reflection of the incremental return expected from Non‐Core exposure in the 

Portfolio. Note that current mandates for the Heitman and Sentinel accounts are Core only. Performance  is 

measured net of fees over all time periods. Displayed on the following pages are the Heitman and Sentinel 

individually managed account’s  (“IMA”) performance  relative  to both  the Core benchmark, NFI‐ODCE, and 
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Private Portfolio benchmark, NFI‐ODCE + 50 bps, given previous Value  IMAs  included  in the since  inception 

timeframes. Please note  all data below  is as of  June 30, 2015. Property  level performance  is provided as 

Exhibit A.  

Heitman  

The Total Heitman IMA, which includes the Core and Value IMAs, outperformed the NFI‐ODCE and NFI‐ODCE 

+ 50 bps over all time periods.  

 

The Heitman Core IMA outperformed the NFI‐ODCE and NFI‐ODCE + 50 bps over all time periods. All assets in 

the account have performed well over all time periods with the exception of depreciation of Galleria Palms 

over the Quarter, due to being appraised under carrying value. However, Galleria Palms and 121 W. Chestnut 

are the greatest contributions to since inception performance.  
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Sentinel  

The Sentinel IMA, which includes the Core, Value and Takeover IMAs, outperformed the NFI‐ODCE and NFI‐

ODCE  +  50  bps  over  all  time  periods  with  the  exception  of  the  1  year  time  period.  Sentinel’s 

underperformance  over  the  1  year  time  period  is  attributable  to  the  depreciation  over  the  Quarter  for 

Northpointe  Executive  Park, which was  valued  significantly  lower  than  the  carrying  value,  and  St.  Louis 

Industrial Port, which had the largest tenant leave and start a legal dispute.  

 

The  Sentinel  Core  IMA  outperformed  the  NFI‐ODCE  and  NFI‐ODCE  +  50  bps  over  the  3  year  and  since 

inception  time periods. However,  the account underperformed  the NFI‐ODCE and NFI‐ODCE + 50 bps over 

the Quarter and 1 year time period (see rationale above). Furthermore, the Sentinel Core IMA outperformed 

the NFI‐ODCE over the 5 year time period and tracked the NFI‐ODCE + 50 bps over the same time period. 
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The  Sentinel  IMA  (Urdang  Takeover)  outperformed  the  NFI‐ODCE  and  NFI‐ODCE  +  50  bps  over  all  time 

periods.  The  takeover  account  does  not  have  performance  over  the  3  and  5  year  time  periods. Despite 

depreciation of the Exelon Energy Campus, the Zulily Building  (realized) and Shadeland Station have driven 

strong performance of the takeover account.  

 

 

The Sentinel  IMA  (excluding Takeover), which  includes  the Core and Value  IMAs but none of  the  takeover 

assets, outperformed the NFI‐ODCE and NFI‐ODCE + 50 bps over the 3 year and since inception time periods. 

However,  the account underperformed  the NFI‐ODCE and NFI‐ODCE + 50 bps over  the Quarter and 1 year 

time period. Further,  the Sentinel Core  IMA outperformed  the NFI‐ODCE over  the 5 year  time period, but 

underperformed the NFI‐ODCE + 50 bps over the same time period. 
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INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET TGRS TNET

Heitman Core I.M.A.

   121 W. Chestnut 67,211,443 1.1 11.1 12.2 12.1 4.6 21.8 27.2 26.7 4.8 14.7 20.0 19.5 5.5 24.9 31.4 30.8 14.7 14.1 1Q06 24.1

   Fund Level Expenses* ‐2,325,417 3Q07 0.0

   Galleria Palms 28,078,546 1.6 ‐8.9 ‐7.4 ‐7.5 5.9 0.5 6.5 5.9 5.0 4.1 9.2 8.7 4.5 16.9 21.8 21.2 11.4 10.9 1Q06 46.1

   Palm Valley Pavilions West 56,110,967 1.3 1.6 2.9 2.8 6.1 3.1 9.3 9.0 6.7 7.4 14.4 14.1 6.8 6.8 14.0 13.6 6.3 5.9 1Q06 0.0

   Sea Isle 34,700,695 1.2 7.9 9.0 8.9 18.3 17.9 4Q14 46.3

   Twin Creeks Village 29,718,424 1.8 15.6 17.4 17.3 8.4 16.5 25.9 25.2 8.6 9.3 18.5 17.8 8.6 10.2 19.5 18.8 9.7 9.1 4Q06 44.2

   Woodland Plaza 25,079,968 1.2 22.7 23.9 23.8 6.7 30.8 39.1 38.5 5.3 23.0 29.3 28.6 6.5 21.7 29.1 28.5 9.2 8.6 1Q06 27.9

Total Heitman Core I.M.A. 238,574,626 1.3 6.7 8.0 7.9 6.0 13.1 19.6 19.1 5.9 10.8 17.2 16.7 6.2 15.0 21.8 21.3 10.2 9.7 1Q06 31.7

NFI‐ODCE 1.2 2.6 3.8 3.6 4.9 9.2 14.4 13.4 5.1 7.7 13.1 12.1 5.3 8.7 14.4 13.3 6.1 5.1 1Q06

NFI‐ODCE + 50 bps 3.9 3.7 14.9 13.9 13.6 12.6 14.9 13.8 6.6 5.6 1Q06

Total Heitman I.M.A.** 238,574,626 1.4 6.6 8.0 7.9 6.0 13.0 19.6 19.1 5.9 10.8 17.2 16.7 6.2 15.0 21.8 21.3 8.3 7.9 4Q89 31.7

NFI‐ODCE 1.2 2.6 3.8 3.6 4.9 9.2 14.4 13.4 5.1 7.7 13.1 12.1 5.3 8.7 14.4 13.3 7.1 6.1 4Q89

NFI‐ODCE + 50 bps 3.9 3.7 14.9 13.9 13.6 12.6 14.9 13.8 7.6 6.6 4Q89

Sentinel  I.M.A. (Urdang Takeover)

   Exelon Energy Campus 25,154,258 3.5 ‐2.4 1.1 1.0 14.6 ‐2.4 12.0 11.4 5.2 4.7 3Q13 45.7

   Shadeland Station and Keystone Crossing  45,145,277 2.3 21.9 24.1 22.1 8.9 21.5 31.8 29.3 21.1 18.6 3Q13 0.0

   Zulily Building  0 18.6 16.1 3Q13 0.0

Total Sentinel  I.M.A. (Urdang Takeover) 70,299,535 2.8 12.2 15.0 13.7 11.1 12.0 24.1 22.3 19.2 17.4 3Q13 23.1

NFI‐ODCE 1.2 2.6 3.8 3.6 4.9 9.2 14.4 13.4 5.1 7.7 13.1 12.1 5.3 8.7 14.4 13.3 13.6 12.6 3Q13

NFI‐ODCE + 50 bps 3.9 3.7 14.9 13.9 13.6 12.6 14.9 13.8 14.1 13.1 3Q13

Sentinel Core I.M.A.

   Aerial Center Executive Park  26,488,409 1.7 3.8 5.4 5.5 7.1 3.8 11.0 10.7 9.0 1.9 11.0 10.4 11.0 10.4 3Q12 30.0

   Aerial Center Executive Park II 2,243,412 3.2 3.3 6.5 6.5 12.8 3.3 16.3 15.8 77.2 74.4 1Q14 48.8

   Corridor Park Pointe 6,636,249 1.4 16.8 18.2 18.1 7.8 16.8 25.6 25.3 8.4 9.8 18.8 18.3 5.9 12.4 18.8 18.4 7.2 6.9 3Q08 0.0

Inception TWR 

Calculation

Inception

LTV

Los Angeles Fire and Police Pension System

Second Quarter 2015

Returns (%)
Market Value

($)

Quarter 1 Year 3 Year 5 Year

   Northpointe Executive Park 19,634,033 2.3 ‐19.0 ‐16.7 ‐17.1 10.7 ‐19.0 ‐9.8 ‐10.5 11.9 7.8 20.3 19.4 13.5 1.7 15.4 14.5 3.9 3.2 3Q08 38.6

   Riverplace Core 32,565,041 1.4 0.2 1.6 1.6 7.3 0.2 7.5 7.3 6.9 1.7 8.7 8.3 12.2 11.8 3Q11 0.0

   St. Louis Industrial Port 44,603,360 1.4 ‐9.0 ‐7.6 ‐7.5 10.7 ‐9.0 0.8 0.7 6.1 2.7 9.0 8.6 4.8 ‐3.9 0.7 0.1 ‐1.1 ‐1.8 1Q06 0.0

   The Shoppes at Broad Street 292,567 ‐3.4 ‐3.8 3Q08 0.0

   Town Center 42,020,810 1.7 21.9 23.5 23.5 6.0 21.2 28.0 27.6 5.5 13.0 19.0 18.2 5.8 16.1 22.6 21.8 11.8 11.0 1Q06 44.3

   Windward Place 27,842,037 1.9 11.3 13.2 13.2 7.8 11.3 19.7 19.3 7.6 13.8 22.2 21.4 7.0 15.2 23.0 22.3 14.4 13.6 1Q06 33.0

Total Sentinel Core I.M.A. 202,325,918 1.7 1.7 3.3 3.3 8.3 1.5 9.9 9.6 7.4 6.4 14.2 13.6 7.4 6.6 14.4 13.8 7.2 6.5 1Q06 26.5

NFI‐ODCE 1.2 2.6 3.8 3.6 4.9 9.2 14.4 13.4 5.1 7.7 13.1 12.1 5.3 8.7 14.4 13.3 6.1 5.1 1Q06

NFI‐ODCE + 50 bps 3.9 3.7 14.9 13.9 13.6 12.6 14.9 13.8 6.6 5.6 1Q06

Total Sentinel I.M.A. (including Takeover)*** 272,625,453 1.9 4.2 6.2 5.8 9.0 4.1 13.4 12.7 8.0 7.0 15.5 14.6 7.6 7.0 15.0 14.3 12.8 12.2 1Q99 25.6

NFI‐ODCE 1.2 2.6 3.8 3.6 4.9 9.2 14.4 13.4 5.1 7.7 13.1 12.1 5.3 8.7 14.4 13.3 8.4 7.4 1Q99

NFI‐ODCE + 50 bps 3.9 3.7 14.9 13.9 13.6 12.6 14.9 13.8 8.9 7.9 1Q99

Total Porfolio

Total Separate Account Portfolio**** 511,200,079 1.7 5.3 7.0 6.8 7.7 8.0 16.1 15.5 6.9 6.0 13.1 12.5 6.7 7.0 14.1 13.5 8.3 7.8 4Q89 28.6

Benchmark

NFI‐ODCE 1.2 2.6 3.8 3.6 4.9 9.2 14.4 13.4 5.1 7.7 13.1 12.1 5.3 8.7 14.4 13.3 7.1 6.1 4Q89

NFI‐ODCE + 50 bps 3.9 3.7 14.9 13.9 13.6 12.6 14.9 13.8 7.6 6.6 4Q89

* Heitman's Fund Level Expenses consist exclusively of the portfolio's unrealized gain/loss associated with the performance fee payable to Heitman every three years.

** Include previous Value IMA with Heitman. 

*** Includes previous Value IMA with Sentinel, Core IMA and Urdang Takeover.  

**** Includes Coventry Mall. 

Returns by IMA  1
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DEPARTMENT OF FIRE AND POLICE PENSIONS 

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

(213) 978-4545 
 
 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 
DATE:            NOVEMBER 5, 2015 ITEM:  B.5 
 
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 
 
SUBJECT: PROPOSED RENEWAL OF NORTHERN TRUST INVESTMENTS, INC. 

INTERNATIONAL SMALL CAP INDEX CONTRACT AND POSSIBLE BOARD 
ACTION 

 
RECOMMENDATION 
 
That the Board:   
 
1. Approve a new three-year contract with Northern Trust Investments, L.P. for International 

Small Cap Index equity management services; 
 
2. Authorize the General Manager to negotiate and approve the terms and conditions of  the 

contract with Northern Trust Investments, L.P. for International Small Cap Index equity 
management services for the period of January 1, 2016 to December 31, 2018; and, 
 

3. Authorize the President of the Board, on behalf of the Board, to execute the contract with 
Northern Trust Investments, L.P. for International Small Cap Index equity management 
services, subject to the approval of the City Attorney as to form. 

 
 
BACKGROUND 
 
At its February 17, 2011 meeting, the Board approved the International Equity structure 
recommendations proposed by the General Consultant, RVK.  These recommendations included 
adding a Small Cap component to the Fund’s International Equity allocation.   
 
On December 15, 2011, the Ad Hoc Committee on Investment Managers interviewed three firms 
for the International EAFE Small Cap mandate.  After interviewing three active managers 
recommended by RVK, the Committee voted to recommend to the Board that it not hire any of the 
three managers and place the assets dedicated for this mandate with one of the Board’s passive 
managers.   
 
At its meeting on January 19, 2012, the Board adopted the Committee’s recommendations to hire 
a passive manager for this mandate and to phase in the funding over a period of time to be 
determined by Staff.   
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Northern Trust Investments, Inc. (NTI) was selected and was initially funded with $100 million in 
January 2013.  The final portion of NTI’s funding was completed in February 2015.  As of October 
20, 2015, the NTI International Small Cap passive account was valued at $330.3 million.  NTI’s 
contract will expire on December 31, 2015.   
 
 
DUE DILIGENCE REVIEW 
 
In accordance with the Investment Policy, Staff initiated a due diligence review of the firm.  The 
review focused on the areas of ownership, personnel, investment style, assets under management, 
and investment performance. 

 
 
OWNERSHIP 
 
Northern Trust Asset Management (NTAM), headquartered in Chicago Illinois, was founded in 
1889.  NTAM is the parent of NTI.  NTAM has 82 offices in 18 U.S. states and has international 
offices in 16 countries in North America, Europe, the Middle East and the Asia-Pacific region.   
 
NTAM is a public company trading on NASDAQ under the ticker symbol NTRS.  Northern Trust 
directors, employees and retirees collectively own approximately 5% of the Corporation’s common 
stock as of March 31, 2015.  Institutional holders own approximately 79% and other holders 
approximately 16%. There have been no changes to the ownership structure of the firm during the 
last three years, and no changes are planned for the future.   
 
 
PERSONNEL 
 
The Global Equity Index team is comprised of a team of portfolio managers who provide 
management of the firm’s index products in a systematic manner. Each portfolio manager is 
assigned responsibility for individual accounts, and has primary responsibility to ensure that they 
are managed in accordance with the objectives and guidelines for the portfolios. The head of 
Global Equity, Matt Peron, is ultimately responsible for LAFPP’s portfolio.  Mr. Peron replaced 
Chad Rakvin, Director of Index Equity in 2013.  
 
 
INVESTMENT STYLE 
 
NTI strives to replicate the underlying benchmark’s risk and return characteristics while maximizing 
value for investors.  NTI uses a full replication methodology to track the benchmark while minimizing 
costs.  However, their platform also uses what they call “Intelligent Indexing” to minimize market 
impact and transaction costs. This customized approach results in replicated portfolios where 
appropriate, and sampled strategies where their optimization process deems it appropriate.      
 
Virtually all of the portfolio’s characteristics are identical to the benchmark.  The main portfolio 
difference from the benchmark is that it holds 2,201 securities versus the benchmark of 2,164.  
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ASSETS UNDER MANAGEMENT 
 
NTI managed assets of $759 billion across an unspecified number of clients on December 31, 
2012.  As of June 30, 2015, the firm managed $946 billion in assets across 652 institutional 
clients. In the MSCI EAFE Small Cap Strategy, NTI managed $673 million for one client on 
December 31, 2012 and $1.8 billion for two clients as of June 30, 2015. 
 
 
INVESTMENT PERFORMANCE 
 
The Board's Investment Policy specifies that the performance benchmark for this strategy is the 
MSCI EAFE Small Cap Index.  Since this portfolio is to provide risk and return characteristics that 
closely approximate those of the securities in the underlying index, there should normally be very 
little variance in performance from its benchmark.       
 
As of June 30, 2015, the portfolio’s return has closely tracked the MSCI EAFE Small Cap Index 
return for the one-year and since inception periods. Attachment I provides performance returns.   
 
 
CONCLUSION 
 
Staff recommends that the Board renew the NTI contract for an additional three years.  The firm’s 
approach to investing has remained consistent since it was hired by the Board in 2013.  NTI has 
done a good job in achieving its objective of tracking its benchmark and the portfolio management 
fees are well below the median manager for this product. 
 
The Board’s general consultant, RVK, agrees with Staff’s recommendation (Attachment II). 
 
BUDGET 
 
Approval of this recommendation is expected to have no budgetary impact, as the current 
management fee schedule is already incorporated in the annual budget. 
 
This report was prepared by 
 
 
Daren Perlstein 
Investment Officer 
 
 
RPC:TL:RR:PGP:DP 
 
Attachments:     I. NTI International Small Cap Index Performance Returns 
     II. NTI International Small Cap Index Recommendation by RVK 



Attachment ILos Angeles Fire Police Pension
Northern Trust Investments EAFE Small Cap Performance Analysis
Annualized Returns as of June 30, 2015

1-year 3-year 5-year
Inception 

Return

NTI (Gross of Fees) -0.08% NA NA 11.29%
NTI (Approx Net of Fees) -0.15% NA NA 11.22%
MSCI EAFE Small Cap Index -0.45% NA NA 11.28%
Difference (Gross of Fees) 0.37% NA NA 0.01%
Difference (Approx Net of Fees) 0.30% NA NA -0.06%
Inception Date: 3/1/2013

Los Angeles Fire Police Pension
Northern Trust Investments EAFE Small Cap Performance Analysis
Calendar Returns as of June 30, 2015

YTD 2014 2013

NTI (Gross of Fees) 10.61% -4.58% N/A
NTI (Approx Net of Fees) 10.58% -4.65% N/A
MSCI EAFE Small Cap Index 10.40% -4.63% 29.69%
Difference (Gross of Fees) 0.21% 0.05% N/A
Difference (Approx Net of Fees) 0.18% -0.02% N/A



 

 

 
DEPARTMENT OF FIRE AND POLICE PENSIONS 

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

(213) 978-4545 
 
 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 

DATE: NOVEMBER 5, 2015 ITEM:  B.6   
 
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 
 
SUBJECT: CONSENT OF ASSIGNMENT OF TOWNSEND HOLDINGS LLC’S CONTRACT 

AND POSSIBLE BOARD ACTION 
 

RECOMMENDATION 
 
That the Board consent to the assignment of Townsend Holdings LLC’s real estate consulting 
contract and authorize the General Manager to sign the written consent on behalf of the Board. 
 
 
BACKGROUND 
 
Townsend Holdings LLC (d/b/a The Townsend Group and aka Townsend) has been serving as 
the Board’s real estate consultant since February 2005.  The firm was founded in 1983 by Terry 
Ahern and Kevin Lynch.  Headquartered in Cleveland, Ohio, Townsend has 71 professional staff 
and offices in San Francisco, London and Hong Kong.  Townsend is currently owned 70% by 
private equity firm GTCR through its Aligned Asset Managers unit (Aligned), and by Townsend 
employees, who own 30%.  Aligned is a financial holding company of investment management 
platforms. 
 
In a letter dated October 15, 2015, Townsend confirmed that it has entered into an agreement with 
NorthStar Asset Management Group Inc (NorthStar).  NorthStar is a publicly traded company 
(NYSE: NSAM) focused on strategically managing real estate platforms.  Under the agreement, 
NorthStar will acquire GTCR’s 70% interest in Townsend as well as 15% now held by Townsend 
employees. NorthStar will thus own 85% of Townsend’s equity and Townsend employees will own 
15%. Townsend’s employee-owners will increase from twelve (12) to seventeen (17) and 
Townsend employees will continue to direct day-to-day operations.  Details of NorthStar’s 
acquisition are included as Attachment I. 

 
 
DISCUSSION 
 
Under the Investment Advisers Act of 1940, a change in control of an investment advisory firm is 
deemed to be an “assignment” that requires written consent of the client. The change in 
ownership is also a triggering event within the Board’s contract with Townsend, and therefore 
requires the Board’s approval for the assignment of the contract. 
 
Townsend has assured Staff that there will be no changes to the people who currently manage 
the firm or to the consultants that provide service to the Board’s account.  Services to the Board 
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will not change as a result of this transaction.  In addition, since this is an assignment of an 
existing contract, all of the terms of the Board’s current contract, including the termination 
provisions, remain intact. 
 
Staff believes that this acquisition will be beneficial to the firm and its employees as it will broaden 
firm ownership among more employees as well as being indiscernible to its clients.  Staff 
recommends that the Board approve the assignment.  The Assistant City Attorney has reviewed 
the Consent to Assignment and does not have any legal issues with it. 
 
 
BUDGET 
 
Approval of this recommendation will have no budget impact. 
 
 
POLICY  
 
Approval of this recommendation will have no policy impact. 
 
 
 
This report was prepared by:  
 
Annie Chao, Investment Officer 
Investments Division 
 
RPC:TL:RR:PGP:AC 
 
Attachment:  Townsend Holdings LLC Change of Ownership 
 
 
 

 
 
 
 
 

 
 

 
 
 



TOWNSEND 
GROUP 

Tom lopez 

October 15, 2015 

ATIACHMENTI 

skylight office tower 

1660 west second street, suite 450 

cleveland, ohio 44113 

The Board of Fire and Police Pension Commissioners 

of the City of los Angeles 

360 E. Second Street, Suite 600 

los Angeles, CA 90012 

Tom.lopez@lafpp.com 

Dear Tom: 

I am pleased to share with you some great news. NorthStar Asset Management ("NorthStar") has agreed to be 

our partner. They will do so primarily by acquiring the majority interest of our existing balance sheet partner, 

GTCR. NorthStar is a public company traded on the NYSE (NYSE:NSAM). It is a permanent source of capital that 

is able to make the long-term investments that will be necessary to enable us to continue to responsibly and 

thoughtfully build and develop our team and our global platform. 

I want to begin by thanking GTCR for a very successful partnership. When we announced our relationship nearly 

four years ago, more than one person believed that a private equity f irm would only be interested in growing 

revenues at any expense, cutting overhead and maximizing near term profit. GTCR didn't. They provided sound 

counsel and they made long-term and substantial capital commitments to initiatives that were focused on 

improving the quality of service to our clients. During our nearly four year relationship w ith GTCR, we increased 

the number of employee owners from five (5) to nine (9) people; we added seventeen (17) investment 

professionals including the new position - Head of Investment Strategy; we added seventeen (17) people to our 

operational team including the new position - Chief Compliance Officer; we created and staffed our Macro 

Research Committee; and we made significant investments in our databases and our technology - all to better 

serve our clients. 

As we plan for our future, we firmly believe in the continued global growth of investment opportunities in real 

assets. We know that those opportunities will grow in size and complexity. We know that our clients and other 

investors across the globe will need access to informed thought leadership to achieve success in this expanding 

segment of the investment marketplace. We know that we will need to continue to build our investment team 

and our platform. This will require access to a long-term and stable capital source. 

It was critically important to us that our next partner hold the same shared beliefs as GTCR. They needed to 

believe in our business strategy and in the strategic importance of both our advisory and investment practices. 

They needed to agree that we continue to operate and remain as we are today. Our management, our team, 

our values and our culture must continue as they are. 

OFFICE 216 781 9090 
FAX 216 7811407 
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NorthStar shares all those beliefs with us. You should take great comfort that all will remain unchanged and we 

will continue to operate as usual. NorthStar is replacing GTCR by acquiring its stock. Our partnership 

documents and our operating agreement remain unchanged. Our roles and responsibilities remain unchanged. 

Our management and team remain unchanged. Our strategy and business model remain unchanged. The only 

difference is that we now have access to a permanent capital source able and willing to make the long-term 

commitments that will be needed to continue to build our team and global platform. 

Further, the interests of our team will continue to be strongly aligned with the interests of our clients. The 

employee team will own more t han $60 million of equity in our firm. The team will also continue to own more 

than $100 million in other consideration, the value of which is contingent upon continued successful 

performance of clients' investments. 

We do have one change we are pleased to announce. As part of this transaction, we are increasing the number 

of employees who are owners from the nine (9) people today to seventeen (17) people. 

With GTCR, we made significant improvements in our f irm to better serve our clients. We look forward to 

continued success with NorthStar as our partner. 

Sincerely, 

Terrance R. Ahern 

Principal and CEO 

Townsend Holdings LLC 

cc: Paul Palmer (paul.palmer@lafpp.com) 

Daren Perlstein (daren.perlstein@lafup.com) 

Annie Chao (annie.chao@lafpp.com) 

Rick Rogers (rick.rogers@lafpp.com) 



TOWNSEND 
RO P 

Tom Lopez 

October 15, 2015 

The Board of Fire and Police Pens1on Commissioners 

of the City of Los Angeles 

360 E. Second Street, Suite 600 

Los Angeles, CA 90012 

Tom lopez(!i)lafop com 

Re: Townsend Holdings LLC Change of Ownersh1p 

Dear Tom: 

~.><vh&ht off,ce to,.er 
1660 wen second ~treet su•te 450 
e~e"nd Of!I04411l 

On October 15, 2015, Townsend Holdtngs LLC r Townsend·). a Delaware hm1ted ltab1hty company, and all of Its 

equity holders entered Into an agreement with NorthStar Asset Management Group Inc., a Delaware 

corporat1on ("~). under wh1ch Buyer will purchase approximately 85% of the equity of Townsend and 

Townsend w1ll expenence a change of control {the "Transaqion"). We ant1cipate that the Transaction will be 

completed in the first quarter of 2016 

While our majonty ownership will change as a result of the Transaction, our business relationshipS, and most 

importantly, our commitment to our dients, will not change. Upon completion of the Transaction, your account 

will contmue to be serviced by the same mvestment team and we w1ll continue to have the same executive 

leadership In place. 

By signmg below. you (I) consent to the Transaction and thE' a ~signmenu of your contr3c:t(s) w it h Townsend or 
1ts affiliates occurring in connection with the Transaction, (i1) acknowledge your receipt of this letter and confirm 

that no other notice or documentation is required under your contract{s) wtth Townsend or 1ts affil,ates or 

under applicable law in connection with the TransactiOn o r, 1f additional notice or documentation is required, 

hereby waive any such requirement, (Ill) acknowledge and agree that the Transaction and the asSignment of 

your contract{s) with Townsend or 1ts affiliates shall not be deemed to constitute, or be construed as, a breach 

of such contract(s) and (iv) acknowledge and agree that, except as explicitly modified herein, neither this 

consent to the assignments of your contract(s) w ith Townsend or 1ts affiliates nor the Transaction itself, will be 

construed to modify, waive, impair or affect any of the terms of such contract(s) or any rights or obligations 

thereunder, all of which shall rematn in full force effect 

Please fax or email a copy of this consent to the attention of Joe Olszak at 216.781.1407 1 
jolszak@townsendcroup.com. 

en a 21b 7819090 
~~ 216 7811407 

townsendaroup.com CLEVELAND I SAN FRANCISCO I LONDON I HONG KONG 



Page 2 

We very much appreciate the opportunity you have given us to serve you in the past, and we look forward to 

continuing to serve you in the future. If you have any questions concerning the subject matter of this letter, 

please call Joe Olszak at 216-781-9090. 

Sincerely, 

Terrance R. Ahern 
President and CEO 

Townsend Holdings LLC 

ACKNOWLEDGED AND ACCEPTED 

Name 

Title 

Date 

cc: Paul Palmer (Qtul.palmcr@lafpp.coml 

Daren Perlstein (dareo.perlsteln@lafRp.coml 

Annie Chao (aonle.cbao@lafop.coml 

Rick Rogers (rlck.rogers@lafoo.cqml 



 

 

 
DEPARTMENT OF FIRE AND POLICE PENSIONS 

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

(213) 978-4545 
 
 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 
TO:                 NOVEMBER 5, 2015                                                                        ITEM:  E 
   
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 

 
SUBJECT: APPROVAL OF RETROACTIVE TRAVEL AUTHORITY (SALIMPOUR) – 

PENSION & INVESTMENTS, SMART BETA SUMMIT 
 
RECOMMENDATION 
 
That the Board retroactively approve Commissioner Pedram Salimpour’s attendance at the 
Pensions & Investments, Smart Beta Summit on October 28 - 30, 2015 at New York, NY (October 
28th and 30th are travel days). 

 
DISCUSSION 
 
Commissioner Salimpour expressed interest in participating in the following conference: 
 
 Conference: Smart Beta Summit 
 Dates:    October 29, 2015 
 Location:   New York, NY 
 Mode of transportation: Commercial airline 
 
BUDGET 
 
The proposed expenditures are consistent with the Board’s Travel and Education Policy. 
 
Estimated cost for Commissioner Salimpour: 
 Registration        $   465.00 
 Airfare 517.00 
 Hotel 1,061.00 
 Per Diem 167.00 
 Incidentals (mileage, parking, baggage fee & ground transportation)       228.00 
        TOTAL  $2,438.00 
 
Commissioner Salimpour notified staff on October 15, 2015 that he would be attending the 
conference, after receiving initial approval from President von Voigt.   
 
Approval of this request is placed on the action items of the agenda for two reasons:  1) The 
conference is not listed on the pre-approved travel resolution in the adopted budget; and, 2) The 
travel request is retroactive. 
 

All information regarding the conference is contained in the attached agenda.  
 
 
This report was prepared by:  
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Evangelina Masud, Executive Administrative Assistant 
Administrative Operations Division 
 
RPC:WSR:EM 
 
Attachment:  Conference Agenda 



Smart Beta Summit Agenda 

 

7:30am – 8:30am Registration and Breakfast 

8:30am – 8:45am Welcome and Opening Remarks 

8:45am – 9:25am Innovations in Indexing: The Smart Beta Discussion (Workshop) 
One of the central debates in indexing today is whether alternatively weighted indexes 
provide investors better longer term risk and return opportunities than traditional 
market capitalization-weighted indexes. Luciano Siracusano, WisdomTree’s Chief 
Investment Strategist and co-creator of the firm’s patented Indexing methodology, will 
discuss the framework for understanding and evaluating indexes that select or weight 
constituents by measures other than a company’s market value. 

• What is meant by the phrases “Smart Beta”, and “return premia,” and “weighting by 
income.” 

• How has this approach performed in real time and in different size segments around 
the world outside of the United States? 

• What are the implications for passive and active managers and financial 
professionals, running globally diversified portfolios? 

 
Luciano Siracusano 
Chief Investment Strategist 
WisdomTree 

 
9:25am – 10:15am Smart Beta and Factor Funds – From Idea to Implementation (Panel Discussion) 

There has been a lot of discussion on the theory behind smart beta strategies. Yet, there 
is little consensus on what they are and how they should work, and less attention has 
been placed on their practical implementation.  The question isn’t merely what makes a 
good smart beta strategy, but what exactly is it, and how should it be executed?  Is 
“Smart Beta” an active or passive strategy? What is its use in the context of an investor 
portfolio?  How should investors think in terms of their factor-based investments, and 
what are the rational yardsticks and expectations?  Topics for discussion include:  
 

• What is meant by “smart beta”, and does the name capture the reality? 
• Determining the objective of your factor-based fund investment 
• Is a factor-based fund a strategic or tactical tool? What role does it play in 

portfolios? 
• How to effectively monitor a factor-based fund investment 

 
Howard M. Hodel, CFA 
Investment Officer and Risk Manager 
Hawai’i Employees’ Retirement System (HIERS) 

Jay Love, CFA 
Partner 
Mercer Investments 

http://conferences.pionline.com/conference/smart-beta-summit/2015/agenda%23howard-m-hodel
14935
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Michael Roach, CFA  
Portfolio Manager  
Vanguard Quantitative Equity Group 
 
Sara Shores, CFA 
Managing Director and Global Head of Smart Beta 
BlackRock 

 
10:15am – 10:35am Morning Break 
 
10:35am – 11:15am Evolution of Smart Beta ETFs: Expanding the Investors’ Toolbox (Workshop) 

Steven Sixt of Market Strategies International will present the results of his firm’s most 
recent study on the growing smart beta ETF trend in the institutional market.  The 
report will share some of the ways that institutional investors are using smart beta 
strategies to reduce costs and volatility and manage performance.  Robert Ross, Senior 
ETF Institutional Consultant, Invesco, will present three smart beta solutions and discuss 
how investors can use smart beta ETFs to access markets, fine-tune exposures and help 
manage portfolio risks. 

 
Robert Ross 
Senior ETF Institutional Consultant 
Invesco PowerShares Capital Management LLC 

 
Steven Sixt 
Market Strategies International 

 
11:15am – 11:55am Smart Investing with Smart Factors:  The Factor Selection Process (Workshop) 

Indices with contrasting factors that correspond to factors whose reward is well-
documented in academic asset pricing literature allow investors to avoid the poor factor 
exposure of cap-weighted indices.  This discussion will survey factors used to build 
indices that produce good risk-return performance over the long term and discuss the 
behavior of those factors.  Scientifically chosen factors and the proper weighting of 
those factors allow non-rewarded risks to be reduced.  This session will cover factor 
selection that both provides access to rewarded risk and minimizes exposure to 
unrewarded risk.  Topics for discussion include: 

 
• Academically validated factors: size, value, momentum, low volatility, high 

probability and low investment 
• Optimal portfolio construction using these factors 
• Avoiding factors that are short-term anomalies as opposed to providing a positive 

long-term premium 
• Avoiding specific or non-rewarded operational or non-financial risks 
 
Eric Shirbini 
Global Product Specialist 
ERI Scientific Beta 
 
 
 

 



11:55am – 12:45pm Multi-factor Funds – The Smarter Beta Strategies (Panel Discussion) 
Smart Beta strategies have become more complex, but they have also become smarter.  
The earlier funds used a one factor tilt such as volatility, dividends, momentum, value, 
growth or other factor.  The newer models combine factors, increasing the chance that 
they will beat the market in the longer term.  But while creating a more robust product 
can result in stronger performance, multi-factor funds further complicate efforts to 
properly place them in the portfolio, assess risk, and benchmark.  Topics for discussion 
in this session include: 

 
• Identifying factors that work with your portfolio 
• Identifying and mitigating risk factors 
• Understanding factor weighing methods 
• Rebalancing the fund to take advantage of factors’ cyclicality 
• Benchmarking techniques for multifactor indexes 
 
Christina Bargeron, CFA 
Manager Research Consultant 
Towers Watson 
 
Syed Haque 
Director of Public Markets 
UPS Investment Group 
 
Eric Shirbini 
Global Product Specialist 
ERI Scientific Beta 

 
12:45pm – 2:00pm  Luncheon 
 
2:00pm – 2:40pm Fixed Income Strategies in Smart Beta (Workshop) 

As a bull market in bonds that lasted for more than three decades comes to an end, 
investors increasingly question traditional means of accessing fixed income investments. 
What exists beyond cap-weighted indices?  

In this workshop, BlackRock explores key concepts of fixed income Smart Beta investing: 

• Inefficiencies in traditional Fixed Income indices 
• Fixed income factors driving investment returns 
• Approaches to implementation  

 
Andrew Ang 
Head of Factor Investing Strategies and Managing Director 
BlackRock 

 
2:40pm – 3:30pm Achieving Active Returns with Passive Products – Does Smart Beta Deliver? (Panel 

Discussion) 
Smart Beta products have now been around long enough for the market to evaluate 
their risk-adjusted performance.  The attraction of smart beta products is that they are a 
low cost way to achieve alpha, access markets and mitigate risks.  The first smart beta 
products emerged about a decade ago.  While the appeal of smart beta products is 
clear, it is now time for a review.  Have smart beta products actually outperformed the 



market over time?  Do they mitigate risk or incorporate new risks?  How does the cost-
return ratio compare with active management? Topics to be discussed include: 

 
• What is the real risk-adjusted rate of return? 
• How do the results compare with those of active managers and traditional passive 

products? 
• Are the risks of smart beta products fully accounted for? 
• Should smart beta products replace or complement other strategies? 
 
Mike S. Hunnicutt, CIMA 
Head of ETF Institutional Sales 
Invesco PowerShares Capital Management LLC 
 
Roger Fenningdorf 
Head of Global Manager Research 
Rocaton 
 
Luciano Siracusano 
Chief Investment Strategist 
WisdomTree 
 

3:30pm – 3:50pm Afternoon Break 
 
3:50pm – 4:30pm  Measuring Factor-Based Portfolio Performance (Workshop) 

With growing interest in factor-based strategies, there’s ongoing debate about how to 
appropriately measure these strategies. Are investors getting the information they need 
to properly assess the effectiveness of these strategies? What is the proper benchmark? 
How do you find a well-matched peer group? What is the role of back-tested data? 

 
Take part in an interactive discussion on this topic. Matt Jiannino, head of Global 
Product Strategy for Vanguard Quantitative Equity Group, will facilitate the conversation 
where we encourage you to share your insights. 
 
Michael Roach, CFA  
Portfolio Manager  
Vanguard Quantitative Equity Group 
 

4:30pm – 5:15pm Keynote Case Study  
CalPERS is a leading institutional investor in SmartBeta.  Dan Bienvenue will share why 
CalPERS chose this strategy, how they implemented and manage their smart beta 
investments, and what the results have been. 
 
Dan Bienvenue 
Senior Investment Officer for Global Equity 
CalPERS  

 
5:15pm – 6:30pm Cocktail Reception   
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