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ETHICS . We continually search for ways to
We preserve the public trust by deliver quality services and reduce
adhering to the ethical standards administrative expenses. We
established by the State, the City, and promote innovation throughout the
our Board Policies. organization and use performance
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LAFPP CONTINUES

TO GROW AS AN
ORGANIZATION AS WE
STRIVE TO BE A LEADER
AND INNOVATOR IN
THE PUBLIC PENSION
INDUSTRY.

TO THE BOARD OF FIRE AND POLICE
PENSION COMMISSIONERS

JUNE 30, 2017

After two years of tepid growth, fund assets grew 13.27%

in 2016-17, propelling Plan assets to over $20.6 billion.

The strong returns were primarily due to the stock market,
specifically, growth in the domestic and international equity
portfolios of 19.3% and 22.9%, respectively. While the U.S.
economy is in the midst of the third longest expansion on
record (as of the date of this writing), the Plan has implemented
a new asset allocation to mitigate investment risk, and adopted
new actuarial assumptions to prepare for potential lower growth
in the future.

Service Efforts and Accomplishments

In fiscal year 2016-17, we continued with the second year of
implementation for our new pension administration system. As
you may recall, the Board awarded a contract to Xerox (now
known as Conduent) in May 2015 to replace our aging pension
administration system. Implementation began shortly thereafter
in July 2015 and staff has been diligently working to develop
and test system functionality, and to perform data conversion.
With the first phase of the project expected to “go live” in June
2018, we are looking forward to increasing our operational
efficiency and providing additional functionality to members.

During 2016-17, the Board spent considerable time reviewing
and developing a new asset allocation plan with the assistance
of the Plan’s general investment consultant, RVK, Inc. A new
asset allocation plan is normally developed every three to five
years and is critical to managing risk and achieving desired
investment returns by refining the investments of System
assets in stocks, bonds, real estate and other asset classes.




Additionally, one of our goals was to provide

the Board with education regarding current
industry practices and trends concerning
actuarial assumptions and funding policies. This
education was timely as the Board reviewed

its existing funding policy and adopted new
actuarial assumptions, as recommended by

the System’s actuary. The most noteworthy
assumption changes were the reduction in the
assumed rate of investment return from 7.5% to
7.25%, and adoption of updated mortality tables
to account for members living longer. The Board
also amended its funding policy by decreasing
the amortization period for actuarial assumption
changes from 25 years to 20 years.

Staff continues to work on enhancing our
business continuity plan to secure member data
and provide member services during uncontrolled
events such as hardware failures, earthquakes,
or other natural disasters. We recognize the
need for continuous testing and preparation for
these uncontrolled events to secure retirement
benefits. As such, we conducted two simulations
in the past year to assist staff in preparing for an
emergency.

During 2016-17, the Board and staff continued
researching new medical and dental insurance
options for a small group of members who
previously had coverage through LACERS.

In March 2017, the City Council adopted an
ordinance that required all sworn retirees to enroll
in a health or dental plan provided by LAFPP,
except for those pensioners retired before 1999.
This ordinance change prompted the Board to
review the health program to ensure all retirees
have access to suitable health coverage options.
Some members shared their concern with

the Board. The Board worked with the relief
associations and unions to open their medical
and dental plans to those current and future
members who did not previously have access to
those medical and/or dental plans.

Over the past several years, staff has been
expanding the number of outreach events and
seminars to members. 2016-17 was no different
as we conducted the highest number of outreach
events ever. In fact, over 70 such events were
held and/or attended by staff.

Staff also completed several other notable
Business Plan projects during 2016-17. These
projects included:

* Providing the Board with information on
LAFPP’s local and sustainable investments

» Conducting a peer review of our Internal Audit
function

* Employing new technology and other
enhancements to quickly route information to
members and provide tools to help educate
members and stakeholders

» Updating our internal department-wide
procedures and enhancing employee
development, recruitment and training efforts

LAFPP continues to grow as an organization

as we strive to be a leader and innovator in the
public pension industry. The Board and staff
continue to utilize prudent and sound investment
strategies to grow and protect Plan assets over
the long-term to secure the retirement benefits of
our members.

As always, | am deeply honored to serve the
safety members of our City and | thank the
Board and staff for their dedication, diligence,
and commitment to the Los Angeles Fire and
Police Pension System. | also thank our active
and retired members for the service they have
provided to the residents of Los Angeles.

Sincerely,

RaymondfP. Ciranna
General Manager
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ORGANIZATIONAL CHART
STRATEGIC
GOALS MEMBERS
FY 16-17 BOARD OF FIRE AND POLICE
PENSION COMMISSIONERS
GOAL 1 CITY ATTORNEY INTERNAL AUDIT
ENSURE A Assistant City Attorney || s - | Departmental Audit Manager
FINANCIALLY ALAN MANNING : ERIN KENNEY
SOUND .
RETIREMENT "
SYSTEM
General Manager
RAYMOND P. CIRANNA
GOAL 2
MANAGE RISK
THROUGHOUT THE
ORGANIZATION
ADMINISTRATIVE INVESTMENTS DIVISION PENSIONS DIVISION
OPERATIONS DIVISION Chief Investment Assistant General
GOAL 3 Executive Officer == Officer | M
ENHANCE CUSTOMER = OSEP;’I”;E&Z ol
SERVICE TO OUR WILLIAM S. RAGGIO TOM LOPEZ
MEMBERS
SYSTEM ADMINISTRATION
GOAL 4
PURSUE The Fire and Police Pension System is administered by a Board of
OPERATIONAL nine commissioners: five appointed by the Mayor and four elected
by members. Fire and Police sworn employees each elect one
EFFICIENCIES active member, and Fire and Police retirees each elect one retired
member. The Board administers the System in accordance with
the City Charter and the State Constitution. Article XVI, Section
GOAL 5 17 (a) of the State Constitution provides the Board “sole and
ENHANCE exclusive responsibility to administer the system in a manner that
will assure prompt delivery of benefits and related services to the
COMMUNICATION participants and their beneficiaries.” Section 17 (b) further provides
EFFORTS AND that “members of the Retirement Board of a public retirement
OUTREACH system shall discharge their duties ... solely in the interest of, and
for the exclusive purpose of, providing benefits to participants
and their beneficiaries, minimizing employer contributions thereto,
and defraying reasonable expenses of administering the system. A
Retirement Board's duty to its participants and their beneficiaries
shall take precedence over any other duty.”
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BOARD OF FIRE AND POLICE
PENSION COMMISSIONERS

Pedram Salimpour, MD Ruben Navarro
President Vice-President

Appointed by the Elected by Active
Mayor Fire Members

eorge V. Aliano Corinne T. Babcock am Diannitto Adam Nathanson
Elec'.ced by Retired Appointet9Pthe Elec.:ted by Retired Appointed by the
Police Members Mayor Fire Members Mayor

Brian Pendleton Belinda M. Vega Robert von Voigt
Appointed by the Appointed by the Elected by Active
Mayor Mayor Police Members

The Board meets on the first and third Thursdays of the month
at 8:30 a.m. Most meetings, including special meetings, are from
one to four hours in duration. The Board’s current directory and
meeting information are available on the Department website at:
www.lafpp.com/board.
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Public Pension Coordinating Council

Public Pension Standards Award
For Funding and Administration
2017

Presented to

Los Angeles Fire & Police Pensions

In recognition of meeting professional standards for
plan funding and administration as
set forth in the Public Pension Standards.

Presented by the Public Pension Coordinating Council, a confederation of

National Association of State Retirement Administrators (NASRA)
National Conference on Public Employee Retirement Systems (NCPERS)
National Council on Teacher Retirement (NCTR)
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Alan H. Winkle
Program Administrator
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