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Board of Administration Agenda    

 

REGULAR MEETING 
 

TUESDAY, JUNE 11, 2019 
 

TIME:   10:00 A.M.  
 

MEETING LOCATION:  
 

LACERS Ken Spiker Boardroom 
202 West First Street, Suite 500 
Los Angeles, California 90012-4401 
 
Live Board Meetings can be heard at: (213) 621-CITY (Metro), 
(818) 904-9450 (Valley), (310) 471-CITY (Westside), and  
(310) 547-CITY (San Pedro Area). 
 
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: Board of Administration Office at 
(213) 473-7169. 

 
President:                      Cynthia M. Ruiz 
Vice President:    Elizabeth L. Greenwood 
 
Commissioners:            Elizabeth Lee 
  Sandra Lee 
                                      Nilza R. Serrano  
                                      Sung Won Sohn 
                                      Michael R. Wilkinson 
                                
Manager-Secretary:  Neil M. Guglielmo 
 
Executive Assistant: Ani Ghoukassian 
 

Legal Counsel: City Attorney’s Office 
                                     Retirement Benefits Division 
 
 

 

I. PUBLIC COMMENTS ON MATTERS WITHIN THE BOARD'S JURISDICTION 
 

II. APPROVAL OF MINUTES FOR REGULAR BOARD MEETING OF MAY 28, 2019 AND 
POSSIBLE BOARD ACTION 
 

III. BOARD PRESIDENT VERBAL REPORT 
 

IV. GENERAL MANAGER VERBAL REPORT 
 
A. REPORT ON DEPARTMENT OPERATIONS 

 
B. UPCOMING AGENDA ITEMS 

 
C. RECOGNITION OF SERVICE FOR STEVE GEDESTAD, KEENAN & ASSOCIATES 

 
V. RECEIVE AND FILE ITEMS 
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A. BENEFITS PAYMENTS APPROVED BY GENERAL MANAGER 

 
B. MARKETING CESSATION NOTIFICATION 

 
VI. BOARD/DEPARTMENT ADMINISTRATION 

 
A. EDUCATION AND TRAVEL EXPENDITURE REPORT FOR THE QUARTER ENDING 

MARCH 31, 2019 
 

B. SERVICE AGREEMENT WITH EMERGENCY MANAGEMENT & SAFETY 
SOLUTIONS FOR EMERGENCY SIMULATION EXERCISE AND POSSIBLE BOARD 
ACTION 
 

C. CONSIDERATION OF GOVERNMENTAL SIDE-A FIDUCIARY LIABILITY 
INSURANCE AND POSSIBLE BOARD ACTION 

 
VII. BENEFITS ADMINISTRATION 

 
A. HEALTH EDUCATION WRAP-UP 

 
B. JELLYVISION CONTRACT AMENDMENT AND POSSIBLE BOARD ACTION 

 
C. BOARD EDUCATION: ENHANCED BENEFIT DISABILITY AND ACTIVE DEATH 

HEARING PROCESS TRAINING 
 

VIII. INVESTMENTS 
 

A. CHIEF INVESTMENT OFFICER VERBAL REPORT 
 

B. PRIVATE REAL ESTATE PORTFOLIO PERFORMANCE REVIEW FOR THE PERIOD 
ENDING DECEMBER 31, 2018 

 
C. INVESTMENT MANAGER CONTRACT WITH LAZARD ASSET MANAGEMENT LLC 

REGARDING THE MANAGEMENT OF AN ACTIVE NON-U.S. EQUITIES 
DEVELOPED MARKETS CORE PORTFOLIO AND POSSIBLE BOARD ACTION 
 

D. INVESTMENT MANAGER CONTRACT WITH MFS INSTITUTIONAL ADVISORS, INC 
REGARDING THE MANAGEMENT OF AN ACTIVE NON-U.S. EQUITIES 
DEVELOPED MARKETS GROWTH PORTFOLIO AND POSSIBLE BOARD ACTION 

 
E. INVESTMENT MANAGER CONTRACT WITH AJO, LP REGARDING THE 

MANAGEMENT OF AN ACTIVE LARGE CAP VALUE PORTFOLIO AND POSSIBLE 
BOARD ACTION  

 
IX. DISABILITY RETIREMENT APPLICATION(S) 
 

A. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54957(b) TO 

CONSIDER THE DISABILITY RETIREMENT APPLICATION OF SYLVIA CASTANEDA 

AND POSSIBLE BOARD ACTION  
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X. OTHER BUSINESS 

 
XI. NEXT MEETING: The next Regular meeting of the Board is scheduled for Tuesday, June 25, 

2019 at 10:00 a.m. in the LACERS Ken Spiker Boardroom, 202 West First Street, Suite 500, 
Los Angeles, CA 90012-4401. 
 

XII. ADJOURNMENT 
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                                                  MINUTES OF THE REGULAR MEETING 
BOARD OF ADMINISTRATION 

LOS ANGELES CITY EMPLOYEES' RETIREMENT SYSTEM 
 

LACERS Ken Spiker Boardroom 
202 West First Street, Fifth Floor 

Los Angeles, California 
 

May 28, 2019 
 

10:04 a.m. 
 

PRESENT: Vice President:                    Elizabeth L. Greenwood 
 
 Commissioners:                Elizabeth Lee 
  Nilza R. Serrano 
  Sung Won Sohn 
                                              Michael R. Wilkinson 
                                    
 Manager-Secretary:     Neil M. Guglielmo 
           

 Acting Executive Assistant:  Erin Knight 
  

 Legal Counsel:            Anya Freedman 
 
ABSENT: President: Cynthia M. Ruiz 
 Commissioner: Sandra Lee  
   
 

The Items in the Minutes are numbered to correspond with the Agenda.  
 

I 
 

PUBLIC COMMENTS ON MATTERS WITHIN THE BOARD’S JURISDICTION – Vice President 
Greenwood asked if there were any persons who wished to speak on matters within the Board’s 
jurisdiction, to which there was no response and no public comment cards were received.   
   

II 
 
APPROVAL OF MINUTES FOR REGULAR BOARD MEETING OF MAY 14, 2019 AND POSSIBLE 
BOARD ACTION – A motion to approve the Regular Board Meeting minutes of May 14, 2019 was 
moved by Commissioner Serrano, seconded by Commissioner Wilkinson, and adopted by the following 
vote:  Ayes, Commissioners Elizabeth Lee, Serrano, Sohn, Wilkinson, and Vice President Greenwood 
-5; Nays, None. 

 
III 
 

BOARD PRESIDENT VERBAL REPORT – There was no report. 
 
 

IV 

 

Agenda of:  June 11, 2019 
 
Item No:        II       

 
 

 
 

Item Number       II 
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GENERAL MANAGER VERBAL REPORT   

 
A. REPORT ON DEPARTMENT OPERATIONS – Neil M. Guglielmo, General Manager, discussed 

the following items: 
 

 Website redesign contract is in effect and a survey to all stakeholders, including Board Members, 
will be issued on May 29, 2019. 

 Staff continues to build Cyber resiliency. 

 LACERS has informed Transparent CA that a revised report in in process. 

 A LACERS Team participated in the United Way’s Home Walk in Downtown LA. 

 16 members participated in the LACERS Well Champion-led Descanso Gardens visit. 

 City Personnel Department’s Wellness Program, Live Well, will be offering a wellness fair on 
Tuesday, June 11, 2019, with LACERS staff participating. 

 
B. UPCOMING AGENDA ITEMS – Neil M. Guglielmo, General Manager, stated the following future 

agenda items: 
 

 June 11, 2019 - Board Health Training/wrap-up 

 June 11 or June 25, 2019 – Governmental Side A Policy 

 July 2019 – Actuarial Proposals 
 

V 
 

RECEIVE AND FILE ITEMS 
 
A. MONTHLY REPORT ON SEMINARS AND CONFERENCES (APRIL 2019) – The report was 

received by the Board and filed. 
 

VI 
 

COMMITTEE REPORT(S) 
 
A. INVESTMENT COMMITTEE VERBAL REPORT ON THE MEETING OF MAY 14, 2019 – 

Commissioner Serrano reported that the Committee heard a presentation from AQR Capital 
Management and reviewed investments with BHMS, Lazard Asset Management, and MFS 
Institutional Advisors. 

 
VII 

 
CONSENT AGENDA 
 
A. FY 2019-20 TRAINING PROGRAM AND PRE-APPROVED LIST OF EDUCATIONAL 

SEMINARS AND POSSIBLE BOARD ACTION – Neil Guglielmo, General Manager, presented 
this item to the Board. Vice President Greenwood recommended the following conferences be 
added to the Pre-Approved List of Educational Seminars for FY 2019-20:  UN PRI-Domestic, 
Pacific Pension & Investment Institute Conference, and the RFK Compass Conference. 
Commissioner Serrano moved approval with the additional conferences, seconded by 
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Commissioner Elizabeth Lee and adopted by the following vote:  Ayes, Commissioners Elizabeth 
Lee, Serrano, Sohn, Wilkinson, and Vice President Greenwood -5; Nays, None. 

   
 

VIII 
 

BENEFITS ADMINISTRATION 
 
A. FAMILY DEATH BENEFIT PLAN – CONSIDERATION OF BENEFIT CONTINUATION FOR 

MAURICE D. AUSTIN II AND POSSIBLE BOARD ACTION – Ferralyn Sneed, Senior 
Management Analyst II with Retirement Services Division presented this item to the Board. 
Commissioner Wilkinson moved approval, seconded by Commissioner Serrano and adopted by 
the following vote:  Ayes, Commissioners Elizabeth Lee, Serrano, Sohn, Wilkinson, and Vice 
President Greenwood -5; Nays, None. 

 
IX 
 

INVESTMENTS 
 
A. CHIEF INVESTMENT OFFICER VERBAL REPORT – Rod June, Chief Investment Officer, 

reported on the portfolio value, $17.267 Billion as of May 24, 2019.  Mr. June discussed the 

following items: 

 Mr. June will be attending the Hispanic Heritage Foundation Investors Forum in Oakland, CA 
on June 6, 2019. 

 Future agenda items: Private Real Estate Performance and several Investment Manager 
Contracts. 

 
B. PRESENTATION BY NEPC, LLC OF THE PORTFOLIO PERFORMANCE REVIEW REPORT 

FOR THE QUARTER ENDING MARCH 31, 2019 – Kevin Novak, Consultant and Carolyn 
Smith, Partner with NEPC presented this item to the Board. 

 
Vice President Greenwood recessed the Regular Meeting at 11:31 a.m. for a break and reconvened 
the Regular Meeting at 11:40 a.m. 
 
C. PRIVATE CREDIT MANDATE UPDATE AND IMPLEMENTATION AND POSSIBLE BOARD 

ACTION – Oliver Fadly, Consultant with NEPC presented this item to the Board. 
Commissioner Serrano moved approval, seconded by Commissioner Elizabeth Lee and 
adopted by the following vote:  Ayes, Commissioners Elizabeth Lee, Serrano, Wilkinson, and 
Vice President Greenwood -4; Nays, Commissioner Sohn -1. 

 
D. PRESENTATION BY TORREYCOVE, LLC OF THE PRIVATE EQUITY PROGRAM 

PORTFOLIO PERFORMANCE REVIEW FOR THE PERIOD ENDING DECEMBER 31, 2018 – 
David Fann, President, Heidi Poon, Senior Vice President, and Jeff Goldberger, Senior Vice 
President  with TorreyCove presented this item to the Board. 

 
E. NOTIFICATION OF COMMITMENT OF UP TO €34.9 MILLION (APPROXIMATELY $40 

MILLION) IN GILDE BUY-OUT FUND VI C.V. – The notification was received. 
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F. NOTIFICATION OF COMMITMENT OF UP TO $13.25 MILLION IN SPARK CAPITAL VI, L.P. 
– The notification was received. 

 
G. NOTIFICATION OF COMMITMENT OF UP TO $26.75 MILLION IN SPARK CAPITAL 

GROWTH FUND III, L.P. – The notification was received. 
 
H. NOTIFICATION OF COMMITMENT OF UP TO $50 MILLION IN HARVEST PARTNERS VIII, 

L.P. – The notification was received. 
 
I. NOTIFICATION OF COMMITMENT OF UP TO $50 MILLION IN GENSTAR CAPITAL 

PARTNERS IX, L.P. – The notification was received. 
 
J. NOTIFICATION OF COMMITMENT OF UP TO $20 MILLION IN DEFY PARTNERS II, L.P. – 

The notification was received. 
 
K. TACTICAL ASSET ALLOCATION PLAN AND POSSIBLE BOARD ACTION – Rod June, Chief 

Investment Officer and Jimmy Wang, Investment Officer I presented this item to the Board.  
Commissioner Sohn moved approval, seconded by Commissioner Serrano and adopted by the 
following vote:  Ayes, Commissioners Elizabeth Lee, Serrano, Sohn, Wilkinson, and Vice 
President Greenwood -5; Nays, None. 

 
Vice President Greenwood recessed the Regular Meeting at 1:38 p.m. for a break. Vice President 
Greenwood reconvened the Regular Meeting at 1:41 p.m. and convened in Closed Session at 1:42 
p.m. 
 
L. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54956.81 TO 

CONSIDER A COMMITMENT TO BROADVIEW REAL ESTATE PARTNERS, L.P. AND 
POSSIBLE BOARD ACTION 

 
X 
 

DISABILITY RETIREMENT APPLICATION(S) 
 
 
A. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54957(b) TO 

CONSIDER THE DISABILITY RETIREMENT APPLICATION OF KATHERINE FARRINGTON 
AND POSSIBLE BOARD ACTION 

  
B. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54957(b) TO 

CONSIDER THE DISABILITY RETIREMENT APPLICATION OF EDITH ROQUE AND 
POSSIBLE BOARD ACTION 

 
Vice President Greenwood reconvened the Regular Meeting at 1:53 p.m. and announced that the 
Board unanimously approved the Disability Retirement Applications of Katherine Farrington and Edith 
Roque. 
 

XI 
 

LEGAL/LITIGATION 
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A. EXTENSION OF INVESTMENT AND REAL ESTATE COUNSEL CONTRACT WITH 

NOSSAMAN LLP AND APPROVAL OF REQUEST FOR PROPOSAL FOR INVESTMENT AND 

REAL ESTATE COUNSEL AND POSSIBLE BOARD ACTION – Anya Freedman, Assistant City 

Attorney, presented this item to the Board.  Commissioner Serrano moved approval, seconded 

by Commissioner Elizabeth Lee and adopted by the following vote:  Ayes, Commissioners 

Elizabeth Lee, Serrano, Sohn, Wilkinson, and Vice President Greenwood -5; Nays, None. 

Commissioner Elizabeth Lee left the Regular Board Meeting at 1:56 p.m.  
 

XII 
 

OTHER BUSINESS – Vice President Greenwood discussed the homelessness, piles of trash, and 
possible diseases causing health issues. She requested staff to bring forward a plan to address this 
issue. 
 

XIII 
 

NEXT MEETING – The next Regular meeting of the Board is scheduled for Tuesday, June 11, 2019 at 
10:00 a.m. in the LACERS Ken Spiker Boardroom, 202 West First Street, Suite 500, Los Angeles, CA 
90012-4401. 
 

XIV 
 

ADJOURNMENT – There being no further discussion before the Board, Vice President Greenwood 
adjourned the meeting at 1:59 p.m.  
 
 
 ______________________________________ 
 Elizabeth L. Greenwood 
 Vice-President 
 
________________________________________ 
Neil M. Guglielmo 
Manager-Secretary 
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Executive Summary 
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D&O Insurance Program  

Willis Towers Watson is pleased to present the Directors and Officers Liability (Side A) insurance renewal proposal to Los 

Angeles City Employees Retirement System for the 6/23/2019 – 6/23/2020 term. 

 

We negotiated renewal terms with the incumbent carrier RLI (via CRC) for a total premium of $42,400, which is down from 

their initial quote at $53,111.  This is a premium increase of $8,650 or +25.6% over the expiring premium of $33,750.  

While the premium did increase this year, it is primarily due to the growth in plan assets which are up 21% since the 

account was last underwritten – at $16.9B now compared to $14B.  In addition, there has been an uptick in claim activity 

for this class of business.  We are seeing an increase in D&O rates in the marketplace overall, and specifically in 

California – due to increased D&O claim frequency and costs. 

 

In addition to RLI, we also approached the following markets on your behalf -- Chubb, Everest, Markel, One Beacon, and 

RSUI.  All carriers declined to quote due to size and/or class of business.   

 

As requested, we approached Euclid for terms during the one month extension.  Initially, they were unwilling to provide 

terms as they have quoted your account many times in the past and have provided competitive terms but never won the 

business.   After quite a bit of negotiation, we were able to secure a very competitive option from Euclid (via CRC) for 

$33,500. This would essentially be a flat renewal premium over the expiring RLI program.  

 

There are no outstanding subjectivities in order to renew with RLI. If you decide to move coverage to Euclid, we will need 

to have the RLI renewal application resigned and currently dated prior to binding.  Please note that both the RLI and 

Euclid terms are subject to no material change in the risk between the quote and policy inception. 

 

Information provided is only a brief outline of the policy. Refer to actual policy terms & conditions for a determination of coverage. 

© 2017 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson client use only. 



Marketing Summary 
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The following markets were approached for terms on your behalf: 

 

 

 

 

 

 

Carrier Line of Business Response Limit Retention/ 

Attachment 

Commission Premium 

RLI (via CRC) D&O (Side A)  Quoted  D&O: $10M (Side A) D&O: $0 13% $42,400 ($42,000 

Premium + $400 Broker 

Fee) 

Euclid (via CRC) D&O (Side A) Quoted D&O: $10M (Side A) D&O: $0 12.5% $33,500 ($33,000 

Premium + $400 Broker 

Fee + $100 Policy Fee) 

Information provided is only a brief outline of the policy. Refer to actual policy terms & conditions for a determination of coverage. 

© 2017 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson client use only. 



Program Details – RLI Terms 
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Current Program  Renewal  Program 

 

 

 

Information provided is only a brief outline of the policy. Refer to actual policy terms & conditions for a determination of coverage. 

© 2017 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson client use only. 

 

 

 

RLI 

$10M  D&O (Side A) Limit  

 

 

  

 

 

 

$0 D&O (Side A) Retention 

 

 

Total Limit:  $10,000,000 

Total Premium: $33,750 

 

 

 

RLI 

$10M D&O (Side A) Limit 

  

 

 

 

 

 

$0 D&O (Side A) Retention 

 

 

Total Limit:  $10,000,000 

Total Premium: $42,400 



Program Details – Euclid Terms 
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Proposed  Program 

 

 

 

Information provided is only a brief outline of the policy. Refer to actual policy terms & conditions for a determination of coverage. 

© 2017 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson client use only. 

 

 

 

Euclid 

$10M D&O (Side A) Limit 

  

 

 

 

 

 

$0 D&O (Side A) Retention 

 

 

Total Limit:  $10,000,000 

Total Premium: $33,500 



RLI Program versus Euclid Program Comparison  
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© 2017 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson client use only. 

Coverage Provisions RLI Renewal Program Euclid Renewal Program  

Limit of Liability  $10,000,000 Aggregate for all Non-Indemnified Loss, 

including Defense Expenses 

• $100,000 Access Fund Additional Limit of Liability 

• $100,000 Reputational Protection Sublimit of Liability 

$10,000,000 Aggregate for all Non-Indemnified Loss, 

including Defense Expenses 

• $100,000 Access Fund  Sublimit Limit of Liability 

• $100,000 Reputational Protection Sublimit of Liability 

Retention $0  $0  

Premium  $42,400  $33,500 

Program Details  • Admitted Carrier – RLI Insurance Company 

• Rated A+ XI by A.M. best  

• Claims Made Policy Form; DIC Form  

• Pay on behalf of wording  

• Not Duty to Defend  

• Prior or Pending Litigation Date – 05/23/2014 

• ERP – 1 year at 150% additional premium  

• 60 day post policy reporting window 

• Notice of Circumstances allowed 

• Policy is non-rescindable and fully severable 

• True Worldwide coverage  

• Waiver of Recourse/Subrogation – AP is flat charge of 

$175 

• Renewal Guarantee Endorsement not available  

 

 

• Admitted Carrier – Hudson Insurance Company 

• Rated A XV by A.M. Best  

• Claims Made and Reported Policy Form; DIC Form 

• Pay on behalf of wording  

• Duty to Defend  

• 100% allocation of defense costs  

• Prior or Pending Litigation Date – 05/23/2014 

• ERP – 1 year for 100% additional premium 

• 90 day post policy reporting window  

• Notice of Circumstances allowed  

• Policy is non-rescindable and fully severable  

• True Worldwide Coverage  

• Insured has choice of counsel but must be approved 

by carrier  

• Waiver of Recourse/Subrogation – AP is $25 per 

board member 

• Renewal Guarantee Endorsement – no claims 

 



Renewal Coverage Overview – RLI Terms  
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© 2017 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson client use only. 

Effective Date 05/23/2019 

Expiration Date 05/23/2020 

Policy Form Executive Plus Directors and Officers Liability Policy – EPDO 100 (08/15) / EPDO 

101 (08/15) 

Carrier Name RLI Insurance Company (via CRC) 

Coverage Directors and Officers Liability (D&O) – Side A Only 

Limits D&O (Side A)                      

 

$10,000,000 – Aggregate Limit of Liability 

 

• $100,000 Access Fund Additional Limit 

• $100,000 Reputational Protection Sublimit 

Retentions 

 

D&O 

 

$0 Each Claim 

Premium $42,400 ($42,000 Premium + $400 Broker Fee) 

Commission  13% 



Endorsements 
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. 
RIL 2133C (01/15) - Notice - Terrorism Risk Insurance Act Terrorism (TRIA) coverage notice 

RIL 110A (01/08) - Supplemental Declarations Declarations pages 

EPG 900 (01/15) - Cap on Losses From Certified Acts of Terrorism Terrorism coverage cap notice 

EPDO 672 (08/15) - Amend Insuring Clause 1. a. 
NEW – Broadens part a. (iii) of Insuring Clause 1 to add “or voids or 

attempts to void” the Underlying Insurance 

EPDO 679 (08/15) - Amend Notice/Claim Reporting Provisions 
Amends the notice provision to add 60 day notice requirement after the 

end of the Policy Period or Discovery Period (if purchased) 

EPDO 693 (08/15) - Plan Fiduciary Endorsement 

Amends definition of Wrongful Act to include any actual or alleged 

breach by any Insured Person as a fiduciary of any employee benefit 

plan sponsored by the Entity 

MNU-EPDO 200 (01/17) - Prior or Pending Litigation Date Adds Prior or Pending Litigation Date of 5/23/2014 

MNU-EPDO 203 (01/17) - Liberalization Clause for Renewed or 

Replaced Policies 

Adds liberalization clause allowing for broader coverage from the 

expiring policy to apply to this current policy, if applicable 

MNU-EPDO 215 (01/17) - Amend Definition of Claim (IV) NEW – Broadens and adds to definition of Claim 

MNU-EPDO 230 (01/17) - Amend Section 19. Other Insurance and 

Indemnification 

Broadens other Insurance and indemnification provisions by clarifying 

the policy language 

MNU-EPDO 249 (01/17) - Amend Representations; Severability 

Endorsement 

NEW – Amends representations and severability provisions to clarify 

and provide more specific policy language 

Information provided is only a brief outline of the policy. Refer to actual policy terms & conditions for a determination of coverage. 

© 2017 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson client use only. 



Endorsements 
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. MNU-EPDO 250 (01/17) - Amend Conduct Exclusion (VII) 

NEW – Amends the conduct exclusion-profit exclusion to now 

reference “in any underlying action” which provides further limitation 

when the exclusion will apply 

MNU-EPDO 257 (01/17) - Amend Definition of Loss (Statutory 

Attorney's Fee) 

NEW – Amends definition of Loss to include statutory attorney’s fees, 

where insurable 

RIL 200 (10/00) - Attention Policyholder Carrier’s intentional fraud notice 

UW 20334 (10/11) - State of California - Notice to Policyholder 

California state notice advising that return premium to be reduced by 

up to 10% of the pro rata return premium if the policy is cancelled prior 

to the end of the policy period 

UW 20342 (03/12) - Policyholder Notice - OFAC Trade and economic sanctions notice 

ILF 0001C (04/16) - Signature Page - Commercial Lines Carrier’s signature page 

MNU-EPDO-127 - Waiver of Recourse End. - A/P of $175.00 
Removes Insurer’s rights of recovery against any Insured Person for an 

additional premium of $175 

MNU-EPDO-203 - Liberalization End Duplicate 

MNU-EPDO-302 - Amend Outside Position Endorsement (II) 

NEW – Broadens the definition of Outside Entity to remove the 

language requiring such service is rendered with the knowledge and 

consent of, at the direction or request of the Entity 

Information provided is only a brief outline of the policy. Refer to actual policy terms & conditions for a determination of coverage. 

© 2017 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson client use only. 
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11 Information provided is only a brief outline of the policy. Refer to actual policy terms & conditions for a determination of coverage. 

© 2017 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson client use only. 

Effective Date 0623/2019 

Expiration Date 06/23/2020 

Policy Form The Defender Side A DIC Insurance Policy Form – ESM-HFP-8675309 (07/2008) 

Carrier Name Euclid Specialty/Hudson Insurance Company (via CRC) 

Coverage Directors and Officers Liability (D&O) – Side A Only 

Limits D&O (Side A)                      

 

$10,000,000 – Aggregate Limit of Liability 

 

Retentions 

 

D&O 

 

$0 Each Claim 

Premium $33,500 ($33,000 Premium + $400 Broker Fee + $100 Policy Fee) 

Commission  12.5% 



Endorsements 
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. 
ESM-HFP-SA-E01 – The Euclid Specialty Modified Side A Duty to 

Defend Policy Endorsement 

Euclid Side A D&O enhancement endorsement which provides several 

enhancements to the base form including amending defense provision 

to Duty to Defend 

ESM-HFP-SA-E03 – Renewal Guarantee Endorsement 

ESM-HFP-SA-E06 – Pending or Prior Litigation Date Endorsement 

(03/23/2013) 
Adds Prior or Pending Litigation Date of 5/23/2014 

Information provided is only a brief outline of the policy. Refer to actual policy terms & conditions for a determination of coverage. 

© 2017 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson client use only. 
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WILLIS COMMISSION 

Willis Towers Watson negotiates commission rates with certain insurers on a corporate level. If the rate 

on your placement is lower than the negotiated rate, Willis Towers Watson will collect the difference 

directly from the insurer. These payments will not increase the cost of your insurance or otherwise impact 

your premium or rates. Details of these arrangements where there is compensation beyond the base 

compensation detailed in your Quote Proposal can be found at: 

http://www.willis.com/About_Willis/The_Willis_Way/Commission_Rates/. 

INTERMEDIARY/WHOLESALER 

In our search for your insurance coverage, we used the following wholesaler: CRC Insurance Services. 

WILLIS STANDARD TERMS & CONDITIONS DISCLOSURE 

This proposal is presented in conjunction with the Brokerage Terms, Conditions and Disclosures for US 

Property & Casualty Retail Accounts which is enclosed. 

 

 

Information provided is only a brief outline of the policy. Refer to actual policy terms & conditions for a determination of coverage. 

© 2017 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson client use only. 

http://www.willis.com/About_Willis/The_Willis_Way/Commission_Rates/
http://www.willis.com/About_Willis/The_Willis_Way/Commission_Rates/


Order to Bind 
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Please review this proposal and advise of any changes or questions you may have. To request the binding of coverage, please complete and sign 

the following or contact me with your binding instructions. 

 
As recommended by Willis Towers Watson in the Financial Summary 

As follows 

-or- 

Signature 

Title 

Printed Name 

Date 

Information provided is only a brief outline of the policy. Refer to actual policy terms & conditions for a determination of coverage. 

© 2017 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson client use only. 
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Portfolio Funding Status

- The following slides provide a review of key information pertaining to the Los Angeles City Employees’ Retirement
System (“LACERS”) Real Estate Portfolio (the “Portfolio”) through December 31, 2018. A detailed performance report is
also provided as Exhibit A.

- The System is below its 7.0% target to Real Estate as of year-end on a funded and committed basis.
- As of April 2018, LACERS increased its real estate target to 7%. The new target was applied as of 2Q18 and is reflected

in this report.

*Figures may not add due to rounding.

Market Value
 ($ millions)*

LACERS Total Plan Assets 16,274

Real Estate Target 1,139 7.0%

RE Market Value:

Core 553

Non-Core 211

Timber 21

Total RE Market Value 785 4.8%

Unfunded Commitments 126 0.8%

RE Market Value & Unfunded Commitments 911 5.6%

Remaining Allocation 228 1.4%

% LACERS Plan*
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Real Estate Portfolio Composition

- In May 2014, the Board approved the strategic targets displayed above in order to reflect a more conservative risk profile going-forward. At
the time, the Portfolio had 30% exposure to Core and 70% exposure to Non-Core.

- Since 2014, in an effort to transition the Portfolio, the LACERS Board has approved $255 million in Core commitments**, which have all been
funded to date, with the exception of Kayne Anderson Core Real Estate Fund.

- The LACERS Board approved $95 million in Non-Core investments** since 2014. These investments focused on Value Add strategies with pre-
specified portfolios, embedded value and/or an element of current income.

- On a funded and committed basis, the LACERS Core and Non-Core allocations are in line with the strategic targets.
- The Core Portfolio utilizes 25.7% leverage, measured on a loan-to-value (LTV) basis, well below the 40.0% constraint.
- The Non-Core Portfolio has a 55.2% LTV ratio, well below the 75.0% constraint.

*Figures may not add due to rounding.
** As of 12/31/2018

Target 
Allocation 

Tactical Range
Market Value

Market Value & 
Unfunded 

Commitments

Core 60% 40% - 80% 70.5% 60.7%

Non-Core 40% 20% - 60% 26.9% 37.0%

Value Add Portfolio N/A N/A 12.8% 22.0%

Opportunistic Portfolio N/A N/A 14.0% 15.0%

Timber N/A N/A 2.7% 2.3%

Strategic Targets Portfolio Composition (12/31/2018)*
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LACERS Commitment Activity – Last Five Years

- LACERS has committed $410 million since 2014, of which $385 million (94%) have been Townsend-initiated activities since 2015*.
- Two Non-Core commitments since 2015 (Gerrity and Asana) met LACERS’ Emerging Manager guidelines.
- In the Core Open-End Commingled Fund (OECF) space, there are currently no managers meeting these guidelines.
- Vintage year classifications are based on LACERS’ first capital call (or expected capital call), though commitments may have been

approved in prior years.

*Commitment amounts as of 4Q18.
**During the quarter, the Board approved commitments to Kayne Anderson Core Real Estate Fund and Asana Partners Fund II. Capital is expected to be called in 2019.
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Projected Non-Core Liquidations

- By year-end 2019, 9 out of 35 Non-Core funds are projected to liquidate, while one Non-Core commitment is projected to be funded over the
same time-frame. Through year-end 2022, 22 Non-Core positions are expected to liquidate.

- The number of Pre-Global Financial Crisis (“Pre-GFC”) Non-Core positions is also projected to decrease significantly over the next few years.
Only 9 of the Non-Core investments made before the Global Financial Crisis are projected to remain through year-end 2019 (three through
year-end 2022). As of 12/31/18, there are still 14 Pre-GFC Non-Core positions in the portfolio.

- The Non-Core Portfolio, which currently consists of 26.7% Pre-GFC investments on a market value basis, is projected to be made up of almost
entirely Post-GFC investments by year-end 2022 (99.1% of projected market value).
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Total Portfolio Performance

- The benchmark for the LACERS Total Real Estate Portfolio is the NCREIF Fund Index of Open-End Diversified Core Equity funds (NFI-ODCE) + 80
basis points (“bps”), measured over 5-year time periods, net of fees (defined below). LACERS has underperformed across all periods, mostly
due to weak performance of Non-Core legacy funds. Improving relative performance is driven by recent investment activity.

- When the LACERS benchmark was restructured in 2014, Townsend advised the Board that it could take up to five years for outperformance to
begin, given the heavy concentration in Non-Core legacy funds that were expected to underperform until liquidation.

- The NFI-ODCE is a Core index that includes Core open-end diversified funds with at least 95% of their investments in US markets. The NFI-
ODCE is the first of the NCREIF Fund Database products, created in May 2005, and is an index of investment returns reporting on both a
historical (back to 1978) and current basis (25 active vehicles), utilizing approximately 21.5% leverage.

- The 80 basis point (“bps”) premium is a reflection of the incremental return expected from Non-Core exposure in the Portfolio, which
is not included in the NFI-ODCE.
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Total Portfolio Income Performance

- As outlined in the Real Estate Strategic Plan, a primary objective for real estate is to generate income for the LACERS program.
- Historically, real estate has generated returns comprised primarily of income.
- The income return for the LACERS Portfolio performed above the income return of the NFI-ODCE over the 5-year period, underperforming

over all other periods. Recent underperformance on an income basis is attributable to poor absolute income performance in the Opportunistic
portfolio.
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Improving Relative Total Portfolio Performance

- The chart above displays rolling 5-year time-weighted returns for the Total LACERS Portfolio, net of fees, relative to the benchmark.
- While LACERS continues to underperform the benchmark on a rolling 5-year basis, LACERS’ average spread to the benchmark is trending

downwards. Performance should continue to improve as accretive investments approved since 2014 continue to fund into the Portfolio
and legacy investments fully liquidate. The number of positions in the Portfolio is projected to decline by roughly 20% through year-end
2019.

- Townsend also analyzed this performance trend by strategy within the LACERS Portfolio. The same trend existed by strategy but Core
holdings tracked the benchmark closer than Non-Core strategies.
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Post-GFC Investments Accretive to Performance

- Since 2014, Townsend has recommended ten* investments to LACERS staff and nine (including two emerging managers) ultimately were
brought forth for Board recommendation. The first of these investments to call capital was Jamestown Premier Property Fund in 3Q15. Core
investments include Berkshire, Jamestown, Lion Industrial Trust, Prime, Principal, and Kayne Anderson Core**. Non-Core investments include
Gerrity, Standard Life, Asana I and Asana II, and Heitman Asia.

- Performance of Townsend-advised investments since 2014 exceeds performance of the Total Portfolio and the benchmark over the trailing 1-
year and 3-year periods, but underperforms the benchmark over the recent quarter, largely due to currency effects and J-curve from the
funding of Heitman Asia. These investments are expected to drive performance going forward.

*As of 4Q18.
** Expected to call capital in 2019.
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Relative Performance by Strategy: Core

- The LACERS Core benchmark is the NFI-ODCE, measured over 5-year time periods, net of fees.
- The Core Portfolio has outperformed the benchmark over all periods.
- On a dollar-return basis, Invesco Core Real Estate and Lion Industrial Trust were the largest contributors to Core performance over the

quarter, outperforming the NFI-ODCE by 56 bps and 186 bps respectively.
- On an absolute-return basis, CIM VI and Lion Industrial Trust generated the greatest returns, delivering a 6.0% and 3.4% net return over

the quarter, respectively.
- Berkshire, CMCT, Jamestown Premier Property Fund , JPM SPF and Principal USPSA lagged the NFI-ODCE, with underperformance ranging

from 42 to 81 bps.
- Over the trailing year, outperformance on both a dollar and absolute return basis was driven by the strong returns of Lion Industrial Trust

and Invesco Core Real Estate, which outperformed the NFI-ODCE by 852 basis points and 162 basis points respectively.

1.90

8.66 8.20

9.69

7.18

1.52

7.36 7.27

9.41

6.36

0.00

2.00

4.00

6.00

8.00

10.00

12.00

Quarter 1 Year 3 Year 5 Year Since Inception

Ti
m

e-
w

ei
gh

te
d 

Re
tu

rn
s (

%
)

LACERS Core Real Estate Portfolio vs. NFI-ODCE

Core Portfolio (Net) NFI-ODCE (Net)

10



Relative Performance by Strategy: Non-Core

- The LACERS Non-Core benchmark is the NFI-ODCE + 200 bps, measured over 5-year time periods, net of fees. The 200 bps premium is a
reflection of the incremental return expected from additional risk inherent in Non-Core strategies.

- The Non-Core Portfolio underperformed the NFI-ODCE + 200 bps benchmark over all periods. Underperformance over longer time periods
is mostly due to Non-Core legacy funds that are due to liquidate over the next few years. As discussed on page 5, there are currently 14
Non-Core funds in the portfolio that were committed to before the Global Financial Crisis. As these funds liquidate and approved
investments are funded, Non-Core portfolio performance is expected to improve.

- The Value Add Portfolio has achieved strong absolute and relative annualized returns, while the Opportunistic Portfolio has been the main
reason for Non-Core underperformance. Both are discussed in more detail on the following pages.
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Relative Performance by Strategy: Non-Core — Value Add

- The LACERS Value Add benchmark is the NFI-ODCE + 50 bps, measured over 5-year time periods, net of fees. The 50 bps premium is a
reflection of the incremental return expected from additional risk inherent in Value Add strategies

- The Value Add Portfolio outperformed the NFI-ODCE + 50 bps benchmark over all periods except the recent quarter, with significant
outperformance over the 1-year and 3-year periods.

- Asana Partners Fund I, which outperformed its benchmark by 336 bps over the quarter, was the strongest driver of performance on an
absolute-return and dollar-return basis. This was followed by Mesa West Real Estate Income Fund III, which outperformed its benchmark by
302 basis points. Standard Life Investments European Real Estate Club II and Heitman Asia-Pacific Property Investors were the largest
detractors from performance.

- Underperformance for Standard Life was driven by USD/EUR currency translation effects, resulting in negative quarterly and 1-year
returns.

- For Heitman Asia, underperformance was due to J-curve effects in which management fees on committed capital represented a
significant proportion of current NAV.

- Over the trailing year, four out of eight active Value Add investments outperformed the benchmark.
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Relative Performance by Strategy: Non-Core — Opportunistic

- The LACERS Opportunistic benchmark is the NFI-ODCE + 300 bps, measured over 5-year time periods, net of fees. The 300 bps premium is a
reflection of the incremental return expected from additional risk inherent in Opportunistic strategies.

- The Opportunistic Portfolio underperformed the NFI-ODCE + 300 bps benchmark across all time periods. Underperformance over long time
periods is mostly due to legacy funds that are due to liquidate over the next few years.

- There are currently 14 Opportunistic funds in the portfolio that were committed to before the Global Financial Crisis. As these funds
liquidate and approved investments are funded Opportunistic portfolio performance is expected to improve.

- The only two outperforming Opportunistic funds over the trailing year are Bryanston Retail Opportunity Fund (1254 basis points above
benchmark) and Torchlight Debt Opportunity Fund IV (33 basis points).
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Relative Performance by Strategy: Timber

- The Timber Portfolio, net of fees, significantly outperformed its benchmark, the NCREIF Timberland Index, gross of fees, over the quarter
(210 bps) and since inception (536 bps). The portfolio underperformed the benchmark over all other periods.

- Outperformance over the long-term is mostly related to strong performance of Hancock ForesTree V, which was fully liquidated by year-
end 2015.

- The LACERS active timberland investment is Hancock Timberland IX. The Fund’s assets are located in the United States (86%, split
between the South and the Northwest) and Chile (14%). The Northeast region was the strongest performing region in the NCREIF
Timberland Index over the quarter.

- Income returns for timber investments tend to be infrequent and are realized through harvest. To date, there has been no meaningful
income from the fund due to limited harvest activity during a period of lower timber prices. This has impacted total returns.

- Further, all assets in Hancock Timberland IX are appraised at year-end, which is why appreciation usually remains relatively flat from the
first quarter through the third quarter of each year. The effect of year-end appraisals is demonstrated in the annualized returns and the
current quarter.
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Real Estate Portfolio Diversification

- The diversification of the Private Portfolio is measured against the diversification of the NFI-ODCE ± 10.0% with up to 20.0% of the 
Portfolio allowed in “Other”. Currently, the “Other” category includes investments in alternative property types including Self Storage, 
Student Housing, Senior Housing, For Sale Residential, and Land.

- Among the “Other” property types, LACERS’ portfolio has the greatest exposure to Self-Storage (1.33%), Land (1.21%), Student Housing 
(0.46%), and Healthcare (0.30%)

21.3%

27.2%

21.4%
18.8%

1.9%

9.4%

0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

30.0%

35.0%

40.0%

45.0%

50.0%

Apartment Office Industrial Retail Hotel Other

Pe
rc

en
t o

f P
or

tf
ol

io

Private Real Estate Portfolio (Ex. Timber) - Property Type Diversification
4Q18 vs. Projected Year-End 2022 Exposure

Allowable Range LACERS Private Portfolio (4Q18) YE 2022 NFI-ODCE 4Q18

15



Real Estate Portfolio Diversification

- The diversification goal of the Private Portfolio is to be well diversified across the US. The only constraint is a 30.0% maximum allocation 
to Ex-US investments. NFI-ODCE diversification is provided as a benchmark. 

- The LACERS Projected Private Portfolio (YE 2022) includes all commitments approved by the Board through 12/31/18.
- The Portfolio currently has an aggregate exposure to the Los Angeles metropolitan area of 8.0%, with a 4.2% exposure to Los Angeles 

City. The NFI-ODCE’s exposure to the Los Angeles metropolitan area is 10.6%**. 
- The 4.4% Ex-US exposure can be broken out into three large regional exposures: Asia (1.8%), Europe (1.5%), and Emerging Americas 

(0.6%).

**Collected by Townsend bi-annually, as of 3Q18. Based on % NAV. 
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Exhibit A: Performance Flash Report



Portfolio Composition ($)
Total Plan Assets

16,274,000,000 1,139,180,000 7.0% 784,930,038 4.8% 126,092,993 0.8% 228,156,969 1.4%

Performance Summary
TGRS TNET TGRS TNET TGRS TNET TGRS TNET

LACERS 1.6 1.4 8.4 7.0 8.8 7.5 10.3 8.7
NFI-ODCE + 80 basis points 2.0 1.7 9.1 8.2 9.0 8.1 11.2 10.2

Funding Status ($)
Investment

Vintage Year
Commitment

Amount
Funded
Amount

Unfunded
Commitments

Capital
Returned

Market
Value

Market
Value (%)

Market Value
+ Unfunded

Commitments (%)
Core Portfolio 1989 378,867,553 438,647,517 0 134,732,134 553,092,715 70.5 60.7
Non-Core Portfolio 1990 848,539,228 792,694,134 126,092,993 708,393,707 210,952,967 26.9 37.0
   Value Added Portfolio 1990 293,531,885 208,496,788 99,659,821 177,794,412 100,847,886 12.8 22.0
   Opportunistic Portfolio 1996 555,007,343 584,197,345 26,433,171 530,599,294 110,105,083 14.0 15.0
Timber Portfolio 1999 20,000,000 18,601,851 0 1,768,278 20,884,356 2.7 2.3
Total Current Portfolio
LACERS 1989 1,247,406,781 1,249,943,502 126,092,993 844,894,119 784,930,038 100.0 100.0

Allocation Market Value Unfunded Commitments Remaining Allocation

5 Year (%)Quarter (%) 1 Year (%) 3 Year (%)

Funding Status

Los Angeles City Employees' Retirement System 

4Q 2018
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Funding Status ($)
Investment

Vintage Year
Commitment

Amount
Funded
Amount

Unfunded
Commitments

Capital
Returned

Market
Value

Market
Value (%)

Market Value
+ Unfunded

Commitments (%)

Berkshire Multifamily Income Realty Fund 2015 20,000,000 20,000,000 0 2,183,521 24,387,811 3.1 2.7
CIM Commercial Trust Corporation (“CMCT”) 2014 40,000,000 46,417,723 0 33,251,200 21,941,867 2.8 2.4
CIM VI (Urban REIT), LLC 2012 25,000,000 25,000,000 0 4,922,581 32,070,603 4.1 3.5
INVESCO Core Real Estate 2004 63,867,553 114,568,945 0 55,869,930 178,257,257 22.7 19.6
Jamestown Premier Property Fund 2015 50,000,000 50,804,012 0 24,479,294 39,032,858 5.0 4.3
JP Morgan Strategic Property Fund 2005 30,000,000 30,421,882 0 2,858,499 68,915,689 8.8 7.6
Lion Industrial Trust - 2007 2016 50,000,000 51,434,954 0 5,188,046 67,828,655 8.6 7.4
Prime Property Fund 2015 50,000,000 50,000,000 0 5,979,062 56,686,386 7.2 6.2
Principal U.S. Property Account 2015 50,000,000 50,000,000 0 0 63,971,589 8.1 7.0
Core 1989 378,867,553 438,647,516 0 134,732,133 553,092,715 70.5 60.7

Hancock Timberland XI 2012 20,000,000 18,601,851 0 1,768,278 20,884,356 2.7 2.3
Timber 1999 20,000,000 18,601,851 0 1,768,278 20,884,356 2.7 2.3

Almanac Realty Securities VI 2012 25,000,000 15,475,571 0 14,686,555 7,029,880 0.9 0.8
Asana Partners Fund I 2017 20,000,000 14,410,965 5,589,035 0 17,398,308 2.2 2.5
Asana Partners Fund II 35,000,000 0 35,000,000 0 -126,921 0.0 3.8
Cornerstone Enhanced Mortgage Fund I 2012 25,000,000 13,436,224 11,563,777 17,238,663 72,334 0.0 1.3
DRA Growth and Income Fund VII 2011 25,000,000 26,640,000 0 40,639,061 14,319,440 1.8 1.6
DRA Growth and Income Fund VIII 2014 25,000,000 29,113,108 981,481 16,395,604 20,811,793 2.7 2.4
Gerrity Retail Fund 2 2015 20,000,000 16,857,641 3,220,213 2,979,759 17,543,357 2.2 2.3
Heitman Asia-Pacific Property Investors 2018 25,000,000 5,489,688 19,510,312 0 4,857,296 0.6 2.7
JP Morgan Alternative Property Fund 2006 25,000,000 25,000,000 0 18,465,738 271,351 0.0 0.0
Mesa West Real Estate Income Fund III 2013 25,000,000 18,939,181 22,521,430 20,311,299 4,016,034 0.5 2.9
Standard Life Investments European Real Estate Club II 2015 28,531,885 28,134,410 1,273,574 23,040,290 14,646,868 1.9 1.7
The Realty Associates Fund IX, L.P. 2010 15,000,000 15,000,000 0 24,037,444 8,145 0.0 0.0
Value Added 1990 293,531,885 208,496,788 99,659,822 177,794,413 100,847,885 12.8 22.0

Total Current Portfolio
LACERS 1989 1,247,406,781 1,249,943,501 126,092,993 844,894,118 784,930,038 100.0 100.0

Core

Timber

Value Added

Funding Status Detail

Los Angeles City Employees' Retirement System 

4Q 2018
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Funding Status ($)
Investment

Vintage Year
Commitment

Amount
Funded
Amount

Unfunded
Commitments

Capital
Returned

Market
Value

Market
Value (%)

Market Value
+ Unfunded

Commitments 
(%)

Apollo CPI Europe I 2006 25,533,001 22,385,238 1,705,228 11,493,929 579,629 0.1 0.3
Bristol Value II, L.P. 2012 20,000,000 20,658,467 5,371,846 10,699,878 14,600,835 1.9 2.2
Bryanston Retail Opportunity Fund 2005 10,000,000 4,271,584 5,885,919 9,569,780 4,252,711 0.5 1.1
California Smart Growth Fund IV 2006 30,000,000 31,522,663 33,153 32,810,109 3,440,484 0.4 0.4
Canyon Johnson Urban Fund II 2005 10,000,000 8,988,718 1,011,296 3,974,652 34,109 0.0 0.1
CIM Real Estate Fund III 2007 15,000,000 16,763,475 0 20,587,454 8,045,202 1.0 0.9
CityView LA Urban Fund I 2007 25,000,000 61,482,527 0 73,781,337 45,851 0.0 0.0
Colony Investors VIII 2007 30,000,000 28,963,224 1,023,167 12,378,404 604,788 0.1 0.2
DRA Growth and Income Fund VI 2007 25,000,000 16,788,945 0 26,505,778 1,849,217 0.2 0.2
Genesis Workforce Housing Fund II 2006 20,000,000 19,999,316 0 29,109,871 -52,685 0.0 0.0
Integrated Capital Hospitality Fund 2009 10,000,000 6,006,797 0 2,728,129 2,210,031 0.3 0.2
LaSalle Asia Fund II 2005 25,000,000 24,016,560 0 25,752,817 233,115 0.0 0.0
Latin America Investors III 2008 20,000,000 20,686,689 0 3,886,924 -145,576 0.0 0.0
Lone Star Fund VII 2011 15,000,000 14,075,468 924,533 24,557,560 149,917 0.0 0.1
Lone Star Real Estate Fund II 2011 15,000,000 13,291,475 1,708,525 19,978,366 597,499 0.1 0.3
RECP Fund IV, L.P. 2008 40,000,000 50,677,619 1,815,895 26,742,051 35,616,252 4.5 4.1
Southern California Smart Growth Fund 2004 10,000,000 18,836,734 68,213 17,604,871 970,940 0.1 0.1
Stockbridge Real Estate Fund II 2006 30,000,000 30,000,000 0 4,049,560 10,377,900 1.3 1.1
The Buchanan Fund V 2007 30,000,000 27,000,000 3,000,000 25,794,507 205,960 0.0 0.4
Torchlight Debt Opportunity Fund II 2007 25,000,000 24,703,453 0 21,432,489 881,722 0.1 0.1
Torchlight Debt Opportunity Fund III 2009 25,000,000 24,890,796 0 38,123,630 0 0.0 0.0
Torchlight Debt Opportunity Fund IV 2013 24,474,342 24,483,106 0 25,233,012 9,795,634 1.2 1.1
Tuckerman Group Residential Income & Value Added Fund 2004 25,000,000 26,542,525 0 25,874,723 444,858 0.1 0.0
Walton Street Real Estate Fund V 2006 25,000,000 25,000,001 0 13,999,328 5,239,994 0.7 0.6
Walton Street Real Estate Fund VI 2009 25,000,000 22,161,966 3,885,396 23,930,135 10,126,695 1.3 1.5
Opportunistic 1996 555,007,343 584,197,346 26,433,171 530,599,294 110,105,082 14.0 15.0

   Private Real Estate Portfolio Only (ex. Timber) 1989 1,227,406,781 1,231,341,650 126,092,993 843,125,840 764,045,682 97.3 97.7
   Non-Core Portfolio 1990 848,539,228 792,694,134 126,092,993 708,393,707 210,952,967 26.9 37.0

Total Current Portfolio
LACERS 1989 1,247,406,781 1,249,943,501 126,092,993 844,894,118 784,930,038 100.0 100.0

Opportunistic

Funding Status Detail (2)
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INC2 APP2 TGRS2 TNET2 INC APP TGRS TNET INC APP TGRS TNET

Core
Berkshire Multifamily Income Realty Fund 24,387,811 1.0 -0.4 0.6 0.5 4.0 2.0 6.2 5.6 4.3 3.0 7.3 6.6
CIM Commercial Trust Corporation (“CMCT”)1 21,941,867 1.6 -5.6 -4.0 -4.0 3.2 -3.8 -0.6 -0.6 2.9 -1.0 1.8 1.8
CIM VI (Urban REIT), LLC 32,070,603 0.8 5.5 6.3 6.0 3.6 6.6 10.4 8.9 3.8 2.1 6.0 5.0
INVESCO Core Real Estate 178,257,257 0.9 1.3 2.2 2.1 3.8 5.4 9.4 9.0 3.8 5.1 9.0 8.6
Jamestown Premier Property Fund 39,032,858 0.8 0.4 1.2 1.2 3.4 6.2 9.7 7.7 4.3 6.9 11.4 9.0
JP Morgan Strategic Property Fund 68,915,689 0.9 1.0 1.9 1.7 3.9 4.0 8.0 7.0 4.2 3.6 7.9 6.8
Lion Industrial Trust - 2007 67,828,655 1.3 2.7 4.0 3.4 5.1 13.1 18.7 15.9 5.4 10.2 16.0 13.6
Prime Property Fund 56,686,386 0.9 1.3 2.2 2.0 3.9 5.0 9.1 8.0 4.1 5.5 9.8 8.6
Principal U.S. Property Account 63,971,589 1.1 0.4 1.5 1.2 4.6 4.3 9.1 8.1 4.8 4.5 9.4 8.4
Core 553,092,715 1.0 1.1 2.1 1.9 4.0 5.6 9.8 8.7 4.1 4.9 9.2 8.2

1.62
Timber
Hancock Timberland XI 20,884,356 0.3 3.0 3.3 3.1 0.8 3.0 3.9 2.9 0.0 3.1 3.1 2.3
Timber 20,884,356 0.3 3.0 3.3 3.1 0.8 3.0 3.9 2.9 0.0 3.1 3.1 2.3

Value Added
Almanac Realty Securities VI 7,029,880 2.0 -2.7 -0.7 -0.9 7.7 -5.4 2.0 1.3 7.3 -1.6 5.7 4.9
Asana Partners Fund I 17,398,308 0.2 6.4 6.7 5.0 0.6 25.7 26.4 18.7
Asana Partners Fund II -126,921
Cornerstone Enhanced Mortgage Fund I 72,334 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
DRA Growth and Income Fund VII 14,319,440 0.5 4.7 5.2 4.4 8.3 35.0 45.3 37.5 9.6 26.4 37.8 31.2
DRA Growth and Income Fund VIII 20,811,793 2.6 0.3 2.9 2.4 11.9 2.0 14.1 11.3 11.9 2.3 14.4 11.6
Gerrity Retail Fund 2 17,543,357 1.4 -1.8 -0.5 -0.8 6.9 5.3 12.4 10.6 8.5 5.6 14.4 11.9
Heitman Asia-Pacific Property Investors 4,857,296 -3.1 0.8 -2.2 -2.5
JP Morgan Alternative Property Fund 4 271,351 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Mesa West Real Estate Income Fund III 4,016,034 5.7 0.0 5.7 4.7 15.8 0.0 15.8 12.8 13.3 -0.1 13.2 10.6
Standard Life Investments European Real Estate Club II 14,646,868 0.0 -2.8 -2.7 -2.9 5.8 -7.4 -2.0 -2.7 2.7 9.5 12.3 11.4
The Realty Associates Fund IX, L.P. 4 8,145 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Value Added 100,847,885 1.2 1.0 2.2 1.5 7.3 6.5 14.1 11.0 7.6 7.7 15.7 13.0

Total Portfolio
LACERS 784,930,038 0.9 0.7 1.6 1.4 4.0 4.3 8.4 7.0 4.4 4.3 8.8 7.5

Indices
NFI-ODCE (Core) 1.0 0.7 1.8 1.5 4.2 4.0 8.3 7.4 4.4 3.8 8.2 7.3
NFI-ODCE + 80 bps (Total Portfolio) 2.0 1.7 9.1 8.2 9.0 8.1
NFI-ODCE + 200 bps (Non-Core Portfolio) 2.3 2.0 10.3 9.4 10.2 9.3
NFI -ODCE + 50 bps (Value Add) 1.9 1.6 8.8 7.9 8.7 7.8
NFI -ODCE + 300 bps (Opportunistic) 2.5 2.3 11.3 10.4 11.2 10.3
NCREIF Timberland Property Index “NTI” 0.8 0.2 1.0 3.2 0.2 3.4 2.9 0.4 3.3

* Net IRR and Equity Multiple may be missing due to hard coded data.
1 Originally CIM IV. Data shown only reflects performance since the formation of CMCT. Combined, CIM IV/CMCT has achieved a 6.3% net IRR nad 1.3x net equity multiple since inception (1Q06).
2 INC: Income Return; APP: Appreciation Return; TGRS: Total Gross Return; TNET: Total Net Return. Please refer to Exhibit C for more detailed definitions.
3 Negative Market Value represents fees owed to the manager. No capital had been called as of quarter-end.
4 Liquidating investment. Time-weighted returns are excluded as they are no longer meaningful.

Returns (%)
Market Value

($)

Quarter 1 Year 3 Year
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Core
Berkshire Multifamily Income Realty Fund 24,387,811
CIM Commercial Trust Corporation (“CMCT”)1 21,941,867
CIM VI (Urban REIT), LLC 32,070,603
INVESCO Core Real Estate 178,257,257
Jamestown Premier Property Fund 39,032,858
JP Morgan Strategic Property Fund 68,915,689
Lion Industrial Trust - 2007 67,828,655
Prime Property Fund 56,686,386
Principal U.S. Property Account 63,971,589
Core 553,092,715

Timber
Hancock Timberland XI 20,884,356
Timber 20,884,356

Value Added
Almanac Realty Securities VI 7,029,880
Asana Partners Fund I 17,398,308
Asana Partners Fund II -126,921
Cornerstone Enhanced Mortgage Fund I 72,334
DRA Growth and Income Fund VII 14,319,440
DRA Growth and Income Fund VIII 20,811,793
Gerrity Retail Fund 2 17,543,357
Heitman Asia-Pacific Property Investors 4,857,296
JP Morgan Alternative Property Fund 4 271,351
Mesa West Real Estate Income Fund III 4,016,034
Standard Life Investments European Real Estate Club II 14,646,868
The Realty Associates Fund IX, L.P. 4 8,145
Value Added 100,847,885

Total Portfolio
LACERS 784,930,038

Indices
NFI-ODCE (Core)
NFI-ODCE + 80 bps (Total Portfolio)
NFI-ODCE + 200 bps (Non-Core Portfolio)
NFI -ODCE + 50 bps (Value Add)
NFI -ODCE + 300 bps (Opportunistic)
NCREIF Timberland Property Index “NTI”

* Net IRR and Equity Multiple may be missing due to hard coded data.

Returns (%)
Market Value

($) INC APP TGRS TNET INC APP TGRS TNET

4.3 3.0 7.3 6.6 1Q16 9.9 1.3
3.3 0.7 4.0 4.0 3.3 0.7 4.0 4.0 1Q14 4.6 1.2
4.0 5.0 9.2 7.8 3.8 6.3 10.3 8.9 3Q12 8.0 1.5
4.0 6.6 10.8 10.4 5.2 3.1 8.4 7.9 4Q04 7.8 2.0

4.3 7.7 12.3 9.8 3Q15 9.8 1.3
4.7 5.1 9.9 8.9 5.3 2.3 7.7 6.7 4Q05 6.8 2.4

5.4 10.2 16.0 13.6 1Q16 13.7 1.4
4.1 5.5 9.8 8.6 1Q16 8.6 1.3
4.8 4.7 9.7 8.6 4Q15 8.6 1.3

4.3 6.1 10.6 9.7 6.4 1.6 8.1 7.2 1Q89 6.0 1.5

-0.2 4.2 4.0 3.2 -0.4 6.0 5.6 4.8 2Q12 4.3 1.2
-0.2 4.8 4.6 3.2 4.9 5.7 10.9 9.5 4Q99 10.0 1.7

7.5 3.3 10.9 9.5 8.5 5.4 14.1 12.1 1Q13 13.2 1.4
1.1 24.5 25.7 16.9 2Q17 19.0 1.2

2Q19 0.0 N/A
N/A N/A N/A N/A N/A N/A N/A N/A 4Q12 9.2 1.3
10.7 18.8 31.0 25.3 11.8 14.1 27.2 22.2 1Q12 20.8 2.1

12.5 1.9 14.5 11.7 4Q14 11.9 1.3
8.4 5.1 13.9 11.1 4Q15 9.5 1.2
-1.6 -3.2 -4.7 -5.2 3Q18 -23.4 0.9

N/A N/A N/A N/A N/A N/A N/A N/A 1Q06 -4.2 0.7
13.0 0.1 13.1 10.1 13.0 0.1 13.2 9.5 4Q13 8.7 1.3

2.7 9.5 12.3 11.4 1Q16 14.1 1.3
N/A N/A N/A N/A N/A N/A N/A N/A 3Q10 10.4 1.6
7.7 6.7 14.8 12.3 7.6 2.5 10.2 8.3 4Q90

4.9 5.2 10.3 8.7 6.1 1.5 7.7 6.0 1Q89

4.6 5.6 10.4 9.4 6.8 0.6 7.4 6.4 1Q89
11.2 10.2 8.2 7.2 1Q89
12.4 11.4 9.5 8.4 4Q90
10.9 9.9 8.0 6.9 4Q90
13.4 12.4 12.2 11.2 4Q96

2.8 2.1 5.0 3.3 0.8 4.1 4Q99

Net
IRR* 

Equity
Multiple*

5 Year Inception TWR 
Calculation
Inception

Returns
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4 Liquidating investment. Time-weighted returns are excluded as they are no longer meaningful. 
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INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET

Opportunistic
Apollo CPI Europe I 1 579,629 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Bristol Value II, L.P. 14,600,835 -0.1 5.5 5.4 5.1 1.0 5.7 6.7 5.1 2.3 9.1 11.5 9.8
Bryanston Retail Opportunity Fund 4,252,711 0.1 25.7 25.8 25.7 0.0 23.5 23.5 22.9 -0.1 -2.0 -2.1 -2.5
California Smart Growth Fund IV 3,440,484 0.2 -9.2 -9.0 -9.0 0.3 -6.4 -6.1 -6.1 3.0 1.3 4.3 3.7
Canyon Johnson Urban Fund II 1 34,109 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
CIM Real Estate Fund III 2 8,045,202 -0.5 1.5 1.0 0.7 5.7 -0.3 5.9 4.5 6.4 -0.4 6.4 5.0
CityView LA Urban Fund I 1 45,851 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Colony Investors VIII 1 604,788 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
DRA Growth and Income Fund VI 1,849,217 4.1 0.0 4.1 2.0 -3.9 -0.2 -4.1 -6.7 3.8 0.0 3.8 1.3
Genesis Workforce Housing Fund II 1 -52,685 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Integrated Capital Hospitality Fund 2,210,031 -20.2 -20.8 -41.0 -41.3 -19.6 -23.6 -42.7 -43.7 -13.4 -18.0 -32.2 -33.1
LaSalle Asia Fund II 1 233,115 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Latin America Investors III -145,576 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Lone Star Fund VII 1 149,917 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Lone Star Real Estate Fund II 597,499 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
RECP Fund IV, L.P. 35,616,252 0.9 3.4 4.3 4.2 1.1 1.0 2.1 1.6 1.8 5.8 7.7 6.3
Southern California Smart Growth Fund 2 970,940 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Stockbridge Real Estate Fund II 10,377,900 -0.1 0.0 -0.1 -0.1 0.0 0.6 0.6 0.2 0.5 4.7 5.1 4.5
The Buchanan Fund V 205,960 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Torchlight Debt Opportunity Fund II 881,722 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Torchlight Debt Opportunity Fund III 1 0 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Torchlight Debt Opportunity Fund IV 9,795,634 1.5 -3.3 -1.8 -0.1 7.9 6.6 14.8 10.7 9.2 4.4 13.9 10.6
Tuckerman Group Residential Income & Value Added Fund 1 444,858 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Walton Street Real Estate Fund V 5,239,994 0.3 -7.7 -7.4 -7.5 2.4 -18.7 -16.6 -17.1 3.5 -7.2 -3.9 -4.8
Walton Street Real Estate Fund VI 10,126,695 1.4 -4.6 -3.3 -3.5 4.3 -0.2 4.2 3.1 3.2 -0.7 2.5 1.3
Opportunistic 110,105,082 0.4 -1.7 -1.3 -1.5 1.9 -2.9 -1.0 -2.4 3.0 0.0 3.0 1.5

   Private Real Estate Portfolio Only (ex. Timber) 764,045,682 0.9 0.7 1.6 1.3 4.1 4.3 8.6 7.1 4.5 4.4 9.0 7.6
   Non-Core Portfolio 210,952,967 0.8 -0.5 0.3 -0.1 4.4 1.4 5.9 3.7 5.0 3.3 8.4 6.4

Total Portfolio
LACERS 784,930,038 0.9 0.7 1.6 1.4 4.0 4.3 8.4 7.0 4.4 4.3 8.8 7.5

Indices
NFI-ODCE (Core) 1.0 0.7 1.8 1.5 4.2 4.0 8.3 7.4 4.4 3.8 8.2 7.3
NFI-ODCE + 80 bps (Total Portfolio) 2.0 1.7 9.1 8.2 9.0 8.1
NFI-ODCE + 200 bps (Non-Core Portfolio) 2.3 2.0 10.3 9.4 10.2 9.3
NFI -ODCE + 50 bps (Value Add) 1.9 1.6 8.8 7.9 8.7 7.8
NFI -ODCE + 300 bps (Opportunistic) 2.5 2.3 11.3 10.4 11.2 10.3
NCREIF Timberland Property Index “NTI” 0.8 0.2 1.0 3.2 0.2 3.4 2.9 0.4 3.3

* Net IRR and Equity Multiple may be missing due to hard coded data.
1 Liquidating investment. Time-weighted returns are excluded as they are no longer meaningful.
2 Broken time-weighted return since inception

Returns (%)
Market Value

($)

Quarter 1 Year 3 Year

Returns (2)
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Opportunistic
Apollo CPI Europe I 1 579,629
Bristol Value II, L.P. 14,600,835
Bryanston Retail Opportunity Fund 4,252,711
California Smart Growth Fund IV 3,440,484
Canyon Johnson Urban Fund II 1 34,109
CIM Real Estate Fund III 2 8,045,202
CityView LA Urban Fund I 1 45,851
Colony Investors VIII 1 604,788
DRA Growth and Income Fund VI 1,849,217
Genesis Workforce Housing Fund II 1 -52,685
Integrated Capital Hospitality Fund 2,210,031
LaSalle Asia Fund II 1 233,115
Latin America Investors III -145,576
Lone Star Fund VII 1 149,917
Lone Star Real Estate Fund II 597,499
RECP Fund IV, L.P. 35,616,252
Southern California Smart Growth Fund 2 970,940
Stockbridge Real Estate Fund II 10,377,900
The Buchanan Fund V 205,960
Torchlight Debt Opportunity Fund II 881,722
Torchlight Debt Opportunity Fund III 1 0
Torchlight Debt Opportunity Fund IV 9,795,634
Tuckerman Group Residential Income & Value Added Fund 1 444,858
Walton Street Real Estate Fund V 5,239,994
Walton Street Real Estate Fund VI 10,126,695
Opportunistic 110,105,082

   Private Real Estate Portfolio Only (ex. Timber) 764,045,682
   Non-Core Portfolio 210,952,967

Total Portfolio
LACERS 784,930,038

Indices
NFI-ODCE (Core)
NFI-ODCE + 80 bps (Total Portfolio)
NFI-ODCE + 200 bps (Non-Core Portfolio)
NFI -ODCE + 50 bps (Value Add)
NFI -ODCE + 300 bps (Opportunistic)
NCREIF Timberland Property Index “NTI”

* Net IRR and Equity Multiple may be missing due to hard coded data.
1 Liquidating investment. Time-weighted returns are excluded as they are no longer meaningful.
2 Broken time-weighted return since inception

Returns (%)
Market Value

($) INC APP TGRS TNET INC APP TGRS TNET

N/A N/A N/A N/A N/A N/A N/A N/A 4Q06 -9.2 0.5
2.5 8.4 11.0 9.2 3.0 11.4 14.7 12.8 1Q13 10.3 1.2
0.4 19.2 19.7 18.9 7.5 23.1 30.1 26.7 2Q05 79.7 3.2
3.4 6.5 10.0 9.1 2.3 -0.7 1.6 -0.6 1Q07 2.3 1.1
N/A N/A N/A N/A N/A N/A N/A N/A 3Q05 -10.5 0.4
6.0 0.4 7.7 6.3 -9.4 N/A N/A N/A 1Q08 10.3 1.7
N/A N/A N/A N/A N/A N/A N/A N/A 3Q07 11.8 1.2
N/A N/A N/A N/A N/A N/A N/A N/A 4Q07 -11.6 0.4
4.5 11.4 16.2 10.8 7.6 3.9 11.9 7.4 2Q08 10.8 1.7
N/A N/A N/A N/A N/A N/A N/A N/A 2Q07 8.7 1.5
-7.5 -10.3 -19.3 -20.2 2.2 -2.0 -3.0 -4.8 3Q11 -4.7 0.8
N/A N/A N/A N/A N/A N/A N/A N/A 4Q05 1.8 1.1
N/A N/A N/A N/A N/A N/A N/A N/A 1Q09 0.0 0.2
N/A N/A N/A N/A N/A N/A N/A N/A 3Q11 50.2 1.8
N/A N/A N/A N/A N/A N/A N/A N/A 3Q11 26.6 1.5
2.0 5.5 7.6 6.0 3.4 -6.3 -3.1 -6.9 4Q08 4.0 1.2
N/A N/A N/A N/A N/A N/A N/A N/A 1Q05 -0.4 1.0
-0.3 8.8 8.5 7.5 -9.3 -9.3 -17.6 -19.9 4Q06 -7.4 0.5
N/A N/A N/A N/A N/A N/A N/A N/A 3Q07 -0.6 1.0
N/A N/A N/A N/A N/A N/A N/A N/A 1Q08 -1.3 0.9
N/A N/A N/A N/A N/A N/A N/A N/A 3Q09 13.7 1.5
9.5 3.8 13.5 10.4 9.5 3.8 13.6 10.5 4Q13 10.4 1.4
N/A N/A N/A N/A N/A N/A N/A N/A 4Q04 -0.1 1.0
3.6 -1.2 2.4 1.3 2.3 -2.2 0.1 -1.7 4Q06 -2.9 0.8
3.1 3.8 7.0 5.8 -9.6 14.9 2.4 -2.5 3Q09 9.0 1.5
4.0 2.2 6.3 4.4 4.2 2.8 7.1 3.5 4Q96 2.1 1.1

5.0 5.2 10.4 8.9 6.1 1.4 7.6 5.9 1Q89
5.6 4.2 9.9 7.8 6.5 2.6 9.2 6.6 4Q90

4.9 5.2 10.3 8.7 6.1 1.5 7.7 6.0 1Q89

4.6 5.6 10.4 9.4 6.8 0.6 7.4 6.4 1Q89
11.2 10.2 8.2 7.2 1Q89
12.4 11.4 9.5 8.4 4Q90
10.9 9.9 8.0 6.9 4Q90
13.4 12.4 12.2 11.2 4Q96

2.8 2.1 5.0 3.3 0.8 4.1 4Q99

Net
IRR* 

Equity
Multiple*

5 Year Inception TWR Calculation
Inception

Returns (2)
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TGRS TNET TGRS TNET TGRS TNET TGRS TNET TGRS TNET TGRS TNET TGRS TNET
Core
Berkshire Multifamily Income Realty Fund 24,387,811 6.2 5.6 5.4 4.7 10.4 9.5
CIM Commercial Trust Corporation (“CMCT”) 21,941,867 -0.6 -0.6 2.8 2.8 3.3 3.3 5.0 5.0 9.7 9.7
CIM VI (Urban REIT), LLC 32,070,603 10.4 8.9 5.2 3.7 2.6 2.4 13.4 11.0 15.0 13.5 6.8 5.4 13.8 13.1
INVESCO Core Real Estate 178,257,257 9.4 9.0 8.4 8.0 9.2 8.9 14.7 14.3 12.4 11.9 14.3 13.8 8.7 8.2
Jamestown Premier Property Fund 39,032,858 9.7 7.7 18.0 14.2 6.7 5.4 8.5 7.0
JP Morgan Strategic Property Fund 68,915,689 8.0 7.0 7.2 6.2 8.4 7.3 15.2 14.1 11.1 10.1 15.9 14.8 12.1 11.0
Lion Industrial Trust - 2007 67,828,655 18.7 15.9 14.4 12.3 14.9 12.8
Prime Property Fund 56,686,386 9.1 8.0 9.9 8.8 10.4 9.2
Principal U.S. Property Account 63,971,589 9.1 8.1 9.1 8.1 10.1 9.0 3.0 2.8
Core 553,092,715 9.8 8.7 9.2 8.1 8.7 7.9 13.4 12.7 11.8 11.3 13.3 12.5 9.6 8.9

Timber
Hancock Timberland XI 20,884,356 3.9 2.9 2.1 1.2 3.5 2.6 5.4 4.6 5.2 4.6 9.9 8.9 8.1 7.6
Timber 20,884,356 3.9 2.9 2.1 1.2 3.5 2.6 5.4 4.5 8.1 4.5 20.9 17.8 9.9 8.9

Value Added
Almanac Realty Securities VI 7,029,880 2.0 1.3 0.4 -0.3 15.2 14.3 23.5 21.2 15.2 12.8 31.6 26.1
Asana Partners Fund I 17,398,308 26.4 18.7 18.1 10.8
Asana Partners Fund II -126,921
Cornerstone Enhanced Mortgage Fund I 72,334 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
DRA Growth and Income Fund VII 14,319,440 45.3 37.5 33.0 27.5 35.2 28.8 22.9 16.2 20.3 17.7 18.7 15.5 17.6 14.3
DRA Growth and Income Fund VIII 20,811,793 14.1 11.3 14.2 11.7 14.7 11.8 16.0 12.9 2.7 2.1
Gerrity Retail Fund 2 17,543,357 12.4 10.6 9.8 7.6 21.4 17.7 1.7 0.6
Heitman Asia-Pacific Property Investors 4,857,296 -4.7 -5.2
JP Morgan Alternative Property Fund 2 271,351 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Mesa West Real Estate Income Fund III 4,016,034 15.8 12.8 12.6 10.1 11.2 8.8 13.0 10.2 13.3 8.7 3.2 -0.6
Standard Life Investments European Real Estate Club II 14,646,868 -2.0 -2.7 33.8 32.6 8.1 7.1
The Realty Associates Fund IX, L.P. 2 8,145 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Value Added 100,847,885 14.1 11.0 18.5 15.9 14.6 12.1 14.5 11.7 12.6 10.9 9.5 7.9 17.1 15.6

Total Portfolio
LACERS 784,930,038 8.4 7.0 10.0 8.6 8.1 6.8 11.2 9.5 13.7 11.8 13.5 11.4 12.8 11.0

Indices
NFI-ODCE (Core) 8.3 7.4 7.6 6.7 8.8 7.8 15.0 14.0 12.5 11.5 13.9 12.9 10.9 9.8
NFI-ODCE + 80 bps (Total Portfolio) 9.1 8.2 8.4 7.5 9.6 8.6 15.8 14.8 13.3 12.3 14.7 13.7 11.7 10.6
NFI-ODCE + 200 bps (Non-Core Portfolio) 10.3 9.4 9.6 8.7 10.8 9.8 17.0 16.0 14.5 13.5 15.9 14.9 12.9 11.8
NFI-ODCE + 50 bps (Value Add) 8.8 7.9 8.1 7.2 9.3 8.3 15.5 14.5 13.0 12.0 14.4 13.4 11.4 10.3
NFI-ODCE + 300 bps (Opportunistic) 11.3 10.4 10.6 9.7 11.8 10.8 18.0 17.0 15.5 14.5 16.9 15.9 13.9 12.8
NCREIF Timberland Index (Timber) 3.4 3.6 2.7 5.0 10.5 9.7 7.8

1 Negative Market Value represents fees owed to the manager. No capital had been called as of quarter-end.
2 Liquidating investment. Time-weighted returns are excluded as they are no longer meaningful.
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Core
Berkshire Multifamily Income Realty Fund 24,387,811
CIM Commercial Trust Corporation (“CMCT”) 21,941,867
CIM VI (Urban REIT), LLC 32,070,603
INVESCO Core Real Estate 178,257,257
Jamestown Premier Property Fund 39,032,858
JP Morgan Strategic Property Fund 68,915,689
Lion Industrial Trust - 2007 67,828,655
Prime Property Fund 56,686,386
Principal U.S. Property Account 63,971,589
Core 553,092,715

Timber
Hancock Timberland XI 20,884,356
Timber 20,884,356

7,029,880
17,398,308

-126,921
72,334

14,319,440
20,811,793
17,543,357

4,857,296
271,351

4,016,034
14,646,868

8,145

Value Added
Almanac Realty Securities VI
Asana Partners Fund I
Asana Partners Fund II 
Cornerstone Enhanced Mortgage Fund I
DRA Growth and Income Fund VII
DRA Growth and Income Fund VIII
Gerrity Retail Fund 2
Heitman Asia-Pacific Property Investors 
JP Morgan Alternative Property Fund 2

Mesa West Real Estate Income Fund III
Standard Life Investments European Real Estate Club II 
The Realty Associates Fund IX, L.P. 2

Value Added 100,847,885

Total Portfolio
LACERS 784,930,038

Indices
NFI-ODCE (Core)
NFI-ODCE + 80 bps (Total Portfolio)
NFI-ODCE + 200 bps (Non-Core Portfolio)
NFI-ODCE + 50 bps (Value Add)
NFI-ODCE + 300 bps (Opportunistic)
NCREIF Timberland Index (Timber)

1 Negative Market Value represents fees owed to the manager. No capital had been called as of quarter end.
 2 Liquidating investment. Time-weighted returns are excluded as they are no longer meaningufl.

Returns (%)
Market Value

($) TGRS TNET TGRS TNET TGRS TNET TGRS TNET TGRS TNET TGRS TNET

16.9 16.4 16.7 16.1 -32.2 -32.6 -4.6 -5.0 13.6 13.1 19.2 18.6

15.9 14.8 14.1 13.0 -26.5 -27.4 -8.1 -9.0 16.6 15.6 16.6 15.5

15.6 14.8 16.1 15.2 -26.4 -27.1 -4.9 -5.6 14.4 13.6 17.7 16.9

3.9 4.2 2.9 2.7 -7.4 -5.5 7.6 6.5 22.1 17.3 24.8 22.5

N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

N/A N/A N/A N/A
18.3 16.2 4.1 1.8 -38.5 -39.4 -20.7 -20.0 17.8 15.2 15.3 12.9

12.6 10.8 13.0 10.3 -34.4 -35.9 -22.5 -23.6 14.5 11.3 20.2 17.4

16.0 15.0 16.4 15.3 -29.8 -30.4 -10.0 -10.7 16.0 14.8 16.3 15.3
16.8 15.8 17.2 16.1 -29.0 -29.6 -9.2 -9.9 16.8 15.6 17.1 16.1
18.0 17.0 18.4 17.3 -27.8 -28.4 -8.0 -8.7 18.0 16.8 18.3 17.3
16.5 15.5 16.9 15.8 -29.3 -29.9 -9.5 -10.2 16.5 15.3 16.8 15.8
19.0 18.0 19.4 18.3 -26.8 -27.4 -7.0 -7.7 19.0 17.8 19.3 18.3
1.6 -0.1 -4.7 9.5 18.4 13.7
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TGRS TNET TGRS TNET TGRS TNET TGRS TNET TGRS TNET TGRS TNET
Opportunistic
Apollo CPI Europe I 1 579,629 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Bristol Value II, L.P. 14,600,835 6.7 5.1 17.1 15.3 11.0 9.1 8.2 6.1 12.4 10.6 35.0 33.0
Bryanston Retail Opportunity Fund 4,252,711 23.5 22.9 -22.1 -22.4 -2.5 -2.8 144.0 142.1 7.3 5.8 50.5 47.5
California Smart Growth Fund IV 3,440,484 -6.1 -6.1 14.3 12.8 5.9 5.4 20.3 19.2 17.9 16.2 13.1 11.6
Canyon Johnson Urban Fund II 1 34,109 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
CIM Real Estate Fund III 8,045,202 5.9 4.5 8.0 6.4 5.4 4.0 8.3 7.1 11.0 9.8 11.1 9.9
CityView LA Urban Fund I 1 45,851 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Colony Investors VIII 1 604,788 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
DRA Growth and Income Fund VI 1,849,217 -4.1 -6.7 4.7 2.9 11.3 8.3 27.4 21.1 49.0 32.7 17.6 15.1
Genesis Workforce Housing Fund II 1 -52,685 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Integrated Capital Hospitality Fund 2,210,031 -42.7 -43.7 -17.6 -18.7 -34.0 -34.6 -14.6 -15.2 28.2 27.2 12.1 11.0
LaSalle Asia Fund II 1 233,115 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Latin America Investors III -145,576 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Lone Star Fund VII 1 149,917 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Lone Star Real Estate Fund II1 597,499 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
RECP Fund IV, L.P. 35,616,252 2.1 1.6 14.6 12.4 6.9 5.3 8.3 6.2 6.4 4.6 8.5 6.7
Southern California Smart Growth Fund 970,940 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Stockbridge Real Estate Fund II 10,377,900 0.6 0.2 21.2 20.6 -4.7 -5.5 3.9 2.6 24.4 22.8 46.5 43.7
The Buchanan Fund V 205,960 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Torchlight Debt Opportunity Fund II 881,722 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Torchlight Debt Opportunity Fund III 1 0 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Torchlight Debt Opportunity Fund IV 9,795,634 14.8 10.7 15.2 11.3 11.8 9.8 12.0 9.8 13.9 10.4 3.6 3.0
Tuckerman Group Residential Income & Value Added Fund 1 444,858 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Walton Street Real Estate Fund V 5,239,994 -16.6 -17.1 4.5 3.5 2.1 0.7 11.9 10.4 13.2 11.7 12.9 11.2
Walton Street Real Estate Fund VI 10,126,695 4.2 3.1 9.2 7.9 -5.4 -6.6 13.5 12.2 14.8 13.4 16.0 14.3
Opportunistic 110,105,082 -1.0 -2.4 7.5 5.8 2.8 1.3 7.2 5.3 15.7 12.9 15.3 12.2

   Private Real Estate Portfolio Only (ex. Timber) 764,045,682 8.6 7.1 10.2 8.8 8.2 6.9 11.3 9.6 13.8 12.0 13.4 11.3
   Non-Core Portfolio 210,952,967 5.9 3.7 12.0 10.0 7.5 5.6 9.8 7.6 14.7 12.2 13.6 10.9

Total Portfolio
LACERS 784,930,038 8.4 7.0 10.0 8.6 8.1 6.8 11.2 9.5 13.7 11.8 13.5 11.4

Indices
NFI-ODCE (Core) 8.3 7.4 7.6 6.7 8.8 7.8 15.0 14.0 12.5 11.5 13.9 12.9
NFI-ODCE + 80 bps (Total Portfolio) 9.1 8.2 8.4 7.5 9.6 8.6 15.8 14.8 13.3 12.3 14.7 13.7
NFI-ODCE + 200 bps (Non-Core Portfolio) 10.3 9.4 9.6 8.7 10.8 9.8 17.0 16.0 14.5 13.5 15.9 14.9
NFI-ODCE + 50 bps (Value Add) 8.8 7.9 8.1 7.2 9.3 8.3 15.5 14.5 13.0 12.0 14.4 13.4
NFI-ODCE + 300 bps (Opportunistic) 11.3 10.4 10.6 9.7 11.8 10.8 18.0 17.0 15.5 14.5 16.9 15.9
NCREIF Timberland Index (Timber) 3.4 3.6 2.7 5.0 10.5 9.7

1 Liquidating investment. Time-weighted returns are excluded as they are no longer meaningful.
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Opportunistic
Apollo CPI Europe I 1 579,629
Bristol Value II, L.P. 14,600,835
Bryanston Retail Opportunity Fund 4,252,711
California Smart Growth Fund IV 3,440,484
Canyon Johnson Urban Fund II 1 34,109
CIM Real Estate Fund III 8,045,202
CityView LA Urban Fund I 1 45,851
Colony Investors VIII 1 604,788
DRA Growth and Income Fund VI 1,849,217
Genesis Workforce Housing Fund II 1 -52,685
Integrated Capital Hospitality Fund 2,210,031
LaSalle Asia Fund II 1 233,115
Latin America Investors III -145,576
Lone Star Fund VII 1 149,917
Lone Star Real Estate Fund II1 597,499
RECP Fund IV, L.P. 35,616,252
Southern California Smart Growth Fund 970,940
Stockbridge Real Estate Fund II 10,377,900
The Buchanan Fund V 205,960
Torchlight Debt Opportunity Fund II 881,722
Torchlight Debt Opportunity Fund III 1 0
Torchlight Debt Opportunity Fund IV 9,795,634
Tuckerman Group Residential Income & Value Added Fund 1 444,858
Walton Street Real Estate Fund V 5,239,994
Walton Street Real Estate Fund VI 10,126,695
Opportunistic 110,105,082

   Private Real Estate Portfolio Only (ex. Timber) 764,045,682
   Non-Core Portfolio 210,952,967

Total Portfolio
LACERS 784,930,038

Indices
NFI-ODCE (Core)
NFI-ODCE + 80 bps (Total Portfolio)
NFI-ODCE + 200 bps (Non-Core Portfolio)
NFI-ODCE + 50 bps (Value Add)
NFI-ODCE + 300 bps (Opportunistic)
NCREIF Timberland Index (Timber)

1 Liquidating investment. Time-weighted returns are excluded as they are no longer meaningful.

Returns (%)
Market Value

($) TGRS TNET TGRS TNET TGRS TNET TGRS TNET TGRS TNET TGRS TNET TGRS TNET

N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

40.1 37.2 -4.3 -7.2 20.9 18.3 12.8 10.2 73.9 69.4 -43.1 -45.5 112.8 98.1
19.9 18.3 26.7 24.6 20.1 17.0 -34.6 -38.0 -46.3 -48.6 3.0 -2.5
N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
20.8 19.4 21.8 19.8 15.3 -13.8 -53.5 -83.5 -117.3 -113.8
N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
4.3 2.1 32.6 29.1 15.9 11.1 -10.2 -14.7 -6.9 -10.3
N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
96.8 87.9 6.0 2.6
N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
N/A N/A N/A N/A N/A N/A N/A N/A
N/A N/A N/A N/A
N/A N/A N/A N/A
23.4 21.1 2.4 -1.4 12.5 4.3 -45.6 -54.8 -40.0 -40.0
N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
3.2 0.7 7.2 4.2 21.8 16.8 -86.3 -86.8 -83.4 -84.0 -27.9 -31.9 91.0 80.1
N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
N/A N/A N/A N/A N/A N/A N/A N/A

N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
9.5 7.8 10.1 8.0 48.0 44.0 -27.8 -31.1 -47.7 -48.7 10.3 8.6 7.2 6.6

12.1 10.4 14.3 12.3 173.3 162.1 -78.1 -84.0
12.5 10.1 8.8 6.5 17.1 12.6 -39.0 -41.6 -36.6 -39.2 10.6 4.5 31.4 24.5

12.8 11.1 12.8 10.9 13.3 10.5 -35.1 -36.7 -23.1 -24.3 14.3 11.1 20.1 17.2
14.0 11.9 11.9 9.6 12.2 8.5 -38.8 -40.7 -30.0 -31.3 14.2 9.9 21.1 17.1

12.8 11.0 12.6 10.8 13.0 10.3 -34.4 -35.9 -22.5 -23.6 14.5 11.3 20.2 17.4

10.9 9.8 16.0 15.0 16.4 15.3 -29.8 -30.4 -10.0 -10.7 16.0 14.8 16.3 15.3
11.7 10.6 16.8 15.8 17.2 16.1 -29.0 -29.6 -9.2 -9.9 16.8 15.6 17.1 16.1
12.9 11.8 18.0 17.0 18.4 17.3 -27.8 -28.4 -8.0 -8.7 18.0 16.8 18.3 17.3
11.4 10.3 16.5 15.5 16.9 15.8 -29.3 -29.9 -9.5 -10.2 16.5 15.3 16.8 15.8
13.9 12.8 19.0 18.0 19.4 18.3 -26.8 -27.4 -7.0 -7.7 19.0 17.8 19.3 18.3
7.8 1.6 2.4 -4.7 9.5 18.4 13.7
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Quarterly Cash Flow Activity ($)
Beginning

Market Value
Contributions Distributions Withdrawals

Gross
Income

Manager
Fees

Appreciation
Ending

Market Value
LTV
(%)

Berkshire Multifamily Income Realty Fund 24,481,521 0 213,845 0 245,866 19,572 -106,159 24,387,811 39.2
CIM Commercial Trust Corporation (“CMCT”) 22,969,251 0 112,945 0 377,825 0 -1,292,264 21,941,867 31.1
CIM VI (Urban REIT), LLC 30,487,442 0 234,216 0 240,602 106,276 1,683,051 32,070,603 0.0
INVESCO Core Real Estate 174,643,233 1,478,131 1,520,162 0 1,602,531 154,347 2,207,871 178,257,257 23.9
Jamestown Premier Property Fund 38,996,941 58,495 494,965 0 319,449 13,534 166,471 39,032,858 40.3
JP Morgan Strategic Property Fund 67,793,906 0 0 0 632,498 165,925 655,209 68,915,689 22.4
Lion Industrial Trust - 2007 65,927,697 172,736 503,134 0 832,277 382,209 1,781,288 67,828,655 33.9
Prime Property Fund 56,136,126 0 553,267 0 532,983 150,999 721,543 56,686,386 17.7
Principal U.S. Property Account 63,183,732 0 0 0 666,305 152,208 273,759 63,971,589 18.3
Core 544,619,849 1,709,362 3,632,534 0 5,450,336 1,145,070 6,090,769 553,092,715 25.5

Hancock Timberland XI 20,450,073 0 194,316 0 58,261 46,905 617,243 20,884,356 0.0
Timber 20,450,073 0 194,316 0 58,261 46,905 617,243 20,884,356 0.0

Almanac Realty Securities VI 7,113,929 0 19,066 0 142,684 13,055 -194,612 7,029,880 47.8
Asana Partners Fund I 14,386,508 2,200,000 0 0 34,467 267,256 1,044,589 17,398,308 48.7
Asana Partners Fund II -60,754 0 0 0 -7,913 58,254 0 -126,921 0.0
Cornerstone Enhanced Mortgage Fund I 71,526 0 0 0 673 -135 0 72,334 0.0
DRA Growth and Income Fund VII 17,671,233 0 1,817,889 2,271,052 82,802 138,047 792,393 14,319,440 60.0
DRA Growth and Income Fund VIII 22,613,120 0 836,741 1,488,601 551,944 95,829 67,900 20,811,793 66.3
Gerrity Retail Fund 2 15,977,257 1,975,872 280,346 0 226,646 50,827 -305,246 17,543,357 56.5
Heitman Asia-Pacific Property Investors 3,703,236 1,253,037 0 0 -120,844 10,421 32,287 4,857,296 46.0
JP Morgan Alternative Property Fund 270,780 0 0 0 571 0 0 271,351 0.0
Mesa West Real Estate Income Fund III 6,491,503 0 63,801 2,657,984 301,651 55,335 0 4,016,034 59.0
Standard Life Investments European Real Estate Club II 15,091,562 0 0 0 4,917 31,646 -417,965 14,646,868 53.3
The Realty Associates Fund IX, L.P. 30,488 0 22,241 0 -127 -25 0 8,145 0.0
Value Added 103,360,388 5,428,909 3,040,084 6,417,637 1,217,471 720,510 1,019,346 100,847,885 41.0

Total Portfolio
LACERS 786,793,020 7,726,207 12,224,074 8,130,411 7,205,909 2,131,024 5,690,406 784,930,038 34.0

Core

Timber

Value Added
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Quarterly Cash Flow Activity ($)
Beginning

Market Value
Contributions Distributions Withdrawals

Gross
Income

Manager
Fees

Appreciation
Ending

Market Value
LTV
(%)

Apollo CPI Europe I 583,662 0 0 0 2,955 0 -6,988 579,629 0.0
Bristol Value II, L.P. 13,428,965 587,936 115,429 0 -8,909 38,868 747,140 14,600,835 38.3
Bryanston Retail Opportunity Fund 3,384,550 0 0 0 2,030 4,078 870,209 4,252,711 64.5
California Smart Growth Fund IV 4,349,315 0 0 522,683 6,451 0 -392,599 3,440,484 0.0
Canyon Johnson Urban Fund II 34,453 0 0 0 -344 0 0 34,109 0.0
CIM Real Estate Fund III 7,993,161 0 0 0 -37,434 27,005 116,480 8,045,202 32.8
CityView LA Urban Fund I 49,625 0 0 0 -3,814 0 40 45,851 0.0
Colony Investors VIII 655,200 0 0 0 591 0 -51,003 604,788 0.0
DRA Growth and Income Fund VI 1,813,843 0 0 0 75,126 39,752 0 1,849,217 52.0
Genesis Workforce Housing Fund II -44,618 0 6,262 0 -1,805 0 0 -52,685 0.0
Integrated Capital Hospitality Fund 3,768,149 0 0 0 -761,954 12,861 -783,303 2,210,031 37.2
LaSalle Asia Fund II 231,089 0 0 0 2,026 0 0 233,115 0.0
Latin America Investors III 2,556,044 0 0 0 -181,976 190,876 -2,328,768 -145,576 25.3
Lone Star Fund VII 153,498 0 0 0 -113 -4,114 -7,582 149,917 59.4
Lone Star Real Estate Fund II 652,183 0 0 68,417 14,457 4,644 3,919 597,499 39.0
RECP Fund IV, L.P. 34,469,070 0 0 317,136 321,703 21,250 1,163,865 35,616,252 37.2
Southern California Smart Growth Fund 1,869,836 0 0 804,538 761 0 -95,119 970,940 0.0
Stockbridge Real Estate Fund II 10,392,261 0 0 0 -5,436 8,808 -117 10,377,900 48.2
The Buchanan Fund V 2,735,779 0 2,579,810 0 77,140 8,078 -19,070 205,960 0.0
Torchlight Debt Opportunity Fund II 1,799,720 0 1,598,558 0 665,840 0 14,720 881,722 0.0
Torchlight Debt Opportunity Fund III 152,719 0 148,832 0 1,022 -972 -5,881 0 0.0
Torchlight Debt Opportunity Fund IV 10,718,852 0 908,249 0 160,267 -167,145 -342,381 9,795,634 24.4
Tuckerman Group Residential Income & Value Added Fund 453,005 0 0 0 -7,659 488 0 444,858 0.0
Walton Street Real Estate Fund V 5,667,329 0 0 0 17,213 7,776 -436,772 5,239,994 62.3
Walton Street Real Estate Fund VI 10,495,020 0 0 0 141,703 26,286 -483,742 10,126,695 57.3
Opportunistic 118,362,710 587,936 5,357,140 1,712,774 479,841 218,539 -2,036,952 110,105,082 42.3

   Private Real Estate Portfolio Only (ex. Timber) 766,342,947 7,726,207 12,029,758 8,130,411 7,147,648 2,084,119 5,073,163 764,045,682 34.6
   Non-Core Portfolio 221,723,098 6,016,845 8,397,224 8,130,411 1,697,312 939,049 -1,017,606 210,952,967 50.5

Total Portfolio
LACERS 786,793,020 7,726,207 12,224,074 8,130,411 7,205,909 2,131,024 5,690,406 784,930,038 34.0

Opportunistic

Quarterly Cash Flow Activity (2)

Los Angeles City Employees' Retirement System 
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Property Type Diversification (%) Apartment Office Industrial Retail Hotel Other

Berkshire Multifamily Income Realty Fund 100.0  -  -  -  -  - 
CIM Commercial Trust Corporation (“CMCT”)  - 85.9  -  - 10.9 3.2
CIM VI (Urban REIT), LLC 60.1 26.2  - 13.8  -  - 
INVESCO Core Real Estate 30.2 33.0 16.8 18.3  - 1.8
Jamestown Premier Property Fund  - 63.2  - 28.0  - 8.8
JP Morgan Strategic Property Fund 22.5 37.2 14.1 25.5  - 0.6
Lion Industrial Trust - 2007  -  - 100.0  -  -  - 
Prime Property Fund 25.1 31.8 20.0 13.3  - 9.7
Principal U.S. Property Account 14.9 40.3 21.6 15.9  - 7.4
Core 25.2 30.9 26.2 14.4 0.4 3.0

Hancock Timberland XI  -  -  -  -  - 100.0
Timber  -  -  -  -  - 100.0

Almanac Realty Securities VI  -  -  -  -  - 100.0
Asana Partners Fund I  -  -  - 100.0  -  - 
Asana Partners Fund II  -  -  -  -  - -
Cornerstone Enhanced Mortgage Fund I  -  -  -  -  -  - 
DRA Growth and Income Fund VII 33.1 11.1 41.5 14.3  -  - 
DRA Growth and Income Fund VIII 7.4 30.6 10.5 51.5  -  - 
Gerrity Retail Fund 2  -  -  - 100.0  -  - 
Heitman Asia-Pacific Property Investors  - 34.9  - 28.7  - 36.4
JP Morgan Alternative Property Fund  -  -  -  -  -  - 
Mesa West Real Estate Income Fund III 30.0 54.4  -  - 15.6  - 
Standard Life Investments European Real Estate Club II  - 55.2  - 44.8  -  - 
The Realty Associates Fund IX, L.P.  -  -  -  -  -  - 
Value Added 8.1 17.9 9.0 55.4 0.6 9.0

Total Portfolio
LACERS 20.8 26.5 20.9 18.4 1.8 11.6

Indices
NFI-ODCE 25.3 33.9 18.1 18.6 0.3 3.8

Core

Timber

Value Added

Property Type Diversification

Los Angeles City Employees' Retirement System 

4Q 2018
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Property Type Diversification (%) Apartment Office Industrial Retail Hotel Other

Apollo CPI Europe I  -  -  -  -  -  - 
Bristol Value II, L.P. 11.8 59.9  -  -  - 28.4
Bryanston Retail Opportunity Fund  -  -  - 100.0  -  - 
California Smart Growth Fund IV 44.0  - 51.1 0.7  - 4.1
Canyon Johnson Urban Fund II  -  -  -  -  -  - 
CIM Real Estate Fund III 12.1 13.7  - 1.3 16.2 56.6
CityView LA Urban Fund I  -  -  -  -  - 100.0
Colony Investors VIII  -  -  - 4.0  - 96.0
DRA Growth and Income Fund VI  - 61.6  - 38.4  -  - 
Genesis Workforce Housing Fund II  -  -  -  -  -  - 
Integrated Capital Hospitality Fund  -  -  -  - 100.0  - 
LaSalle Asia Fund II  -  -  -  -  -  - 
Latin America Investors III  - 15.3  -  -  - 84.7
Lone Star Fund VII  -  -  -  -  - 100.0
Lone Star Real Estate Fund II  - 43.8  - 5.3  - 50.8
RECP Fund IV, L.P. 18.6 4.2 10.9  - 13.1 53.2
Southern California Smart Growth Fund  -  - 100.0  -  -  - 
Stockbridge Real Estate Fund II  -  -  -  -  - 100.0
The Buchanan Fund V  -  -  -  -  -  - 
Torchlight Debt Opportunity Fund II  - 100.0  -  -  -  - 
Torchlight Debt Opportunity Fund III  -  -  -  -  -  - 
Torchlight Debt Opportunity Fund IV 19.6 13.8 6.8 30.9 17.3 11.6
Tuckerman Group Residential Income & Value Added Fund  -  -  -  -  - 100.0
Walton Street Real Estate Fund V  -  -  - 2.5 18.3 79.2
Walton Street Real Estate Fund VI 3.5 2.4  - 5.0 4.8 84.4
Opportunistic 11.7 14.7 5.7 8.1 12.1 47.6

   Private Real Estate Portfolio Only (ex. Timber) 21.3 27.2 21.4 18.8 1.9 9.4
   Non-Core Portfolio 9.9 16.3 7.4 31.8 6.3 28.3

Total Portfolio
LACERS 20.8 26.5 20.9 18.4 1.8 11.6

Indices
NFI-ODCE 25.3 33.9 18.1 18.6 0.3 3.8

Opportunistic

Property Type Diversification (2)
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Geographic Diversification (%) North East Mid East
East North

Central
West North

Central
South East South West Mountain Pacific Var-US Ex-US

Berkshire Multifamily Income Realty Fund 5.8 8.8 11.1  - 25.8 12.3 8.0 28.2  -  - 
CIM Commercial Trust Corporation (“CMCT”)  - 17.1  -  -  - 7.4  - 75.5  -  - 
CIM VI (Urban REIT), LLC 55.1 13.2  -  -  - 19.4  - 12.3  -  - 
INVESCO Core Real Estate 17.5 6.7 2.5 0.8 2.6 15.1 10.4 44.4  -  - 
Jamestown Premier Property Fund 33.0 35.8  -  - 2.8  -  - 28.4  -  - 
JP Morgan Strategic Property Fund 22.3 7.1 4.8 0.1 5.9 14.2 3.1 42.6  -  - 
Lion Industrial Trust - 2007 20.9 2.1 8.0 2.1 13.8 14.9 5.4 32.8  -  - 
Prime Property Fund 22.9 7.9 8.3 1.8 12.0 9.0 5.0 33.1  -  - 
Principal U.S. Property Account 17.2 8.7 3.8 1.9 8.7 14.8 11.7 33.2  -  - 
Core 21.4 9.0 4.2 1.0 7.0 13.3 6.6 37.4  -  - 

Hancock Timberland XI  -  -  -  -  -  -  - 21.3 64.4 14.2
Timber - - - - - - - 21.7 63.6 14.7

Almanac Realty Securities VI  -  -  -  -  -  -  -  - 100.0  - 
Asana Partners Fund I 6.1 40.7  -  - 17.8 24.6  - 10.8  -  - 
Asana Partners Fund II  -  - -  -  -  -  -  -  -  - 
Cornerstone Enhanced Mortgage Fund I  -  -  -  -  -  -  -  - 100.0  - 
DRA Growth and Income Fund VII  - 7.3 2.6 1.1 36.5 38.2 2.1 12.2  -  - 
DRA Growth and Income Fund VIII 5.0 5.6 38.6 4.6 20.2 10.3 2.5 13.2  -  - 
Gerrity Retail Fund 2  -  -  -  -  -  -  - 100.0  -  - 
Heitman Asia-Pacific Property Investors  -  -  -  -  -  -  -  -  - 100.0
JP Morgan Alternative Property Fund  -  -  -  -  -  -  -  - 100.0  - 
Mesa West Real Estate Income Fund III 27.2 24.9  -  - 27.6 6.9  - 13.4  -  - 
Standard Life Investments European Real Estate Club II  -  -  -  -  -  -  -  -  - 100.0
The Realty Associates Fund IX, L.P.  -  -  -  -  -  -  -  - 100.0  - 
Value Added 4.2 11.4 7.1 2.8 13.0 14.8 4.9 20.2 6.7 14.9

Total Portfolio
LACERS 19.1 9.4 4.5 0.9 8.3 11.6 5.3 33.3 3.6 4.0

Indices
NFI-ODCE 22.1 8.7 7.6 1.3 9.6 9.3 5.4 36.0  - -

Core

Timber

Value Added

Geographic Diversification

Los Angeles City Employees' Retirement System 

4Q 2018
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Geographic Diversification (%) North East Mid East
East North

Central
West North

Central
South East South West Mountain Pacific Var-US Ex-US

Apollo CPI Europe I  -  -  -  -  -  -  -  - 100.0  - 
Bristol Value II, L.P. 48.4  -  -  - 43.1  - 8.3 0.2  -  - 
Bryanston Retail Opportunity Fund 16.8 0.0 9.8 0.2 1.6 11.8 13.3 46.5  -  - 
California Smart Growth Fund IV  -  -  -  -  -  -  - 100.0  -  - 
Canyon Johnson Urban Fund II  -  -  -  -  -  -  -  - 100.0  - 
CIM Real Estate Fund III 24.8  - 13.6  - 37.7  - 3.4 20.5  -  - 
CityView LA Urban Fund I  -  -  -  -  -  -  - 100.0  -  - 
Colony Investors VIII 0.3  -  -  -  -  -  - 89.3 6.3 4.0
DRA Growth and Income Fund VI 7.9  -  - 7.6 53.7  - 30.7  -  -  - 
Genesis Workforce Housing Fund II  -  -  -  -  -  -  -  - 100.0  - 
Integrated Capital Hospitality Fund  - 61.6 24.8  -  - 13.6  -  -  -  - 
LaSalle Asia Fund II  -  -  -  -  -  -  -  - 100.0  - 
Latin America Investors III  -  -  -  -  -  -  -  -  - 100.0
Lone Star Fund VII  - 14.9  -  - 39.6 3.3  -  - 42.2  - 
Lone Star Real Estate Fund II  -  -  -  -  -  -  -  - 94.5 5.5
RECP Fund IV, L.P. 29.4 24.8  -  -  - 1.0 0.0 14.2  - 30.6
Southern California Smart Growth Fund  -  -  -  -  -  -  - 100.0  -  - 
Stockbridge Real Estate Fund II  -  -  -  -  -  -  - 100.0  -  - 
The Buchanan Fund V  -  -  -  -  -  -  -  - 100.0  - 
Torchlight Debt Opportunity Fund II  -  -  -  -  -  -  -  - 100.0  - 
Torchlight Debt Opportunity Fund III  -  -  -  -  -  -  -  - 100.0  - 
Torchlight Debt Opportunity Fund IV  -  -  -  -  -  -  -  - 100.0  - 
Tuckerman Group Residential Income & Value Added Fund 100.0  -  -  -  -  -  -  -  -  - 
Walton Street Real Estate Fund V  - 17.7  -  - 3.9  - 4.4 19.2  - 54.9
Walton Street Real Estate Fund VI 66.6 8.7 2.9 1.1 4.1 7.8 -0.4 2.2  - 6.8
Opportunistic 24.8 11.8 2.7 0.2 11.3 1.9 2.8 20.8 9.9 13.8

   Private Real Estate Portfolio Only (ex. Timber) 19.5 9.7 4.6 0.9 8.5 11.9 5.4 33.6 2.1 3.8
   Non-Core Portfolio 14.1 11.5 5.8 0.7 13.1 7.7 1.8 22.3 8.3 14.8

Total Portfolio
LACERS 19.1 9.4 4.5 0.9 8.3 11.6 5.3 33.3 3.6 4.0

Indices
NFI-ODCE 22.1 8.7 7.6 1.3 9.6 9.3 5.4 36.0 - -

Opportunistic

Geographic Diversification (2)

Los Angeles City Employees' Retirement System 

4Q 2018
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Advisory Disclosures and Definitions

Disclosure
Trade Secret and Confidential.

Past performance is not indicative of future results. 

Investing involves risk, including the possible loss of principal.

Returns are presented on a time weighted basis and shown both gross and net of underlying third party fees  and expenses  and may include income, appreciation and/or other earnings. 
In addition, investment level Net IRR’s and equity multiples are reported. 

The Townsend Group, on behalf of its client base, collects quarterly limited partner/client level performance data based upon inputs from the underlying investment managers. Data 
collection is for purposes of calculating investment level performance as well as aggregating and reporting client level total portfolio performance. Quarterly limited partner/client level 
performance data is collected directly1 from the investment managers via a secure data collection site.

1In select instances where underlying investment managers have ceased reporting limited partner/client level performance data directly to The Townsend Group via a secure data 
collection site, The Townsend Group may choose to input performance data on behalf of its client based upon the investment managers quarterly capital account statements which are 
supplied to The Townsend Group and the client alike. 

Benchmarks
The potential universe of available real asset benchmarks are infinite. Any one benchmark, or combination thereof, may be utilized on a gross or net of fees basis with or without basis 
point premiums attached. These benchmarks may also utilize a blended composition with varying weighting methodologies, including market weighted and static weighted approaches. 

Footnotes to Returns (2) Tab
1 ‘Broken’ TWR – In a series of quarterly returns for an investment line item, a single quarter of significant volatility and/or temporary negative market value will ‘break’ the time weighted 
calculation and period returns (including since inception) must start anew in a subsequent quarter.  Depending upon the timing of the break, TWRs may never accurately reflect performance 
of the investment line item.  Line item data continues to be reflected in the sub-portfolio and portfolio totals, however for the individual line item, the internal rate of return (“IRR”) 
becomes a more appropriate data point for evaluation.  

2 Liquidating investment.

Disclosure

Los Angeles City Employees' Retirement System 

4Q 2018
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Exhibit B: Real Estate Market Update



United States Real Estate Market Update (4Q18) 

Sources: Bureau of Economic Analysis, U.S. Census Bureau, Federal Reserve Board, NCREIF, Cushman and Wakefield, Real Capital Analytics, Bloomberg LP., 
Preqin, University of Michigan, Green Street 

Source: NCREIF 

Source: NCREIF 

Commercial Real Estate

• Private real estate market carrying values remained flat over the quarter. Transaction cap
rates (5.3%) compressed during the quarter. While, current valuation cap rates remained flat
across property sectors, with the exception of the retail sector cap rates which expanded by
20 bps.

• NOI growth by sector continued to deviate during the Quarter, with the industrial sector
continuing to outpace the other traditional property types. While industrial has faced
increasing supply, it continues to benefit from outsized demand tailwinds (e-commerce and
economic growth).

• In the Fourth Quarter of 2018, $30bn of aggregate capital was raised by Real Estate Funds. In
2018, Private Equity Real Estate Funds have raised $134.5bn which is on pace with the prior 5
years.

• 10-year treasury bond yields dropped 37 bps to 2.69% during the quarter, and, subsequent to
quarter end, have remained anchored around 2.7%. A combination of expansionary fiscal
policy and tightening monetary policy have led to increasing short-term interest rates and a
flattening yield curve.

General

• The S&P 500 produced a gross total return of -13.1% during the Quarter, as markets dropped
from tightening monetary policy, weak PMI data, and trade war rhetoric. The MSCI US REIT
index produced a return of -6.7%. Consumer Sentiment fell to 98.3 and has continued to
deteriorate subsequent to quarter end.

• Macro indicators for U.S. real estate continue to be positive; GDP grew at an annualized rate
of 2.6% in the Fourth Quarter and headline CPI rose by 2.2% YoY, above the Fed’s 2% target.
As of Quarter-end, the economy has now experienced 99 consecutive months of job growth.
The Federal Reserve has continued to tighten monetary policy, with the effective federal
funds rate reaching 24% at Quarter-end. Subsequent to Quarter end, the Fed took on a more
cautious approach to additional monetary tightening.
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United States Property Matrix (4Q18) 

Sources: Real Capital Analytics, Bloomberg LP, Green Street,  US Census Bureau, NCREIF, Jones Lang LaSalle, REIS, Cushman and Wakefield

INDUSTRIAL MULTIFAMILY

• As of 4Q18, industrial properties returned 3.4% and outperformed the NPI by 202 bps.

• Transaction volumes reached $780.2 billion for the year, marking a 23.8% year-over-year
increase. Large-scale portfolio sales made 2018 the largest overall historic year in terms of
total activity. With 42.5% of transactions over $150 million in size, it was an increasingly
difficult year for investors trying to gain exposure.

• Annual Net absorption of 261.9 million sqft outpaced construction deliveries of 260.6 million
sqft, basis. Absorption is beginning to slow as a result of limited availability, rather than
overall demand for space.

• Vacancy remained stable at 4.9% , continuing to be at an all-time historic low. A asking rents
continue to climb, but at a slower annual rate of 4.7%. Average asking rents have now
increased 26.5% over the last five years.

• Logistics related occupiers accounted for 62% of leasing activity, up from 56% in 2016.

• The apartment sector delivered a 1.3% return during the Quarter, underperforming the NPI
by 3 bps.

• Transaction volume for 2018 reached $167.5 billion, an increase of 15.1% year-over-year. The
record breaking volume has made multifamily the most actively traded sector for the third
straight year.

• Cross-border investment increased 29.3% for the year, reaching $14.9 billion. Despite this
increase, private domestic buyers totaled $105.1 billion for the year, maintaining their
designation as the largest share of acquisitions.

• Absorptions outpaced completions by 12.6%, causing vacancy to decline by 30 bps year-over-
year to 4.6%. Increased demand has elevated rent growth to 4.2% on an annual basis.

• Deliveries have now decreased for five consecutive quarters, partially driven delays caused by
labor shortages. This is forecasted to shift, with 2019 expected to deliver increased units and
put pressure on supply-demand fundamentals in some markets.

OFFICE RETAIL

• The office sector returned 1.6% in 4Q18, 27 bps above the NPI return over the period.

• Transaction volumes increased by 5.0% in 2018, driven by larger asset sales. Annual sales
volumes totaled $132.0 billion for the year. Single asset transactions accounted for 78% of
volume, the largest proportion over the past five years.

• Rental rates increased by 2.8% in 2018, with selective secondary markets experiencing
growth as high as 12.0%. This was driven by a slight decrease in vacancy of 40 bps over the
12-month period.

• Investors are shifting attention to primary markets as they target lower risk markets with
increased liquidity and longer-term hold assets that can endure through market cycles.
Volumes in primary CBDs has increased 2.5% in 2018, while secondary markets have declined
by 11.0% over the same period.

• Foreign investment declined by 5.2% in 2018, with increased activity in Europe, where
borrowing costs have become more accommodative.

• As of 4Q18, the retail sector delivered a quarterly return of -0.4%, performing 181 bps below
the NPI.

• Transaction volumes totaled $70.9 billion in 2018, driven by large entity-level transactions.
Including these entity-level sales, annual sales growth increased 38.9%. Excluding the large
portfolio sales, volume was down 18.0% year-over-year.

• Institutional investors continue to remain cautious, decreasing investment activity by 41.9%
in 2018. Similarly, foreign investment decreased by 14.7% for a third consecutive year of
declining investment.

• Despite the continued announcement of store closures, 12-month rental growth was 5.7%,
largely driven by grocery-anchored centers. Growth is expected to slow heading into 2019.

• Absorption for the year totaled 16.8 million sqft, down 50.4% from 2017 as occupiers become
increasing cautious with the overall footprint following numerous closures.
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Global Real Estate Market Update (4Q18) 

• Global investment activity in 2018 exceeded expectations, with
investment volumes reaching the highest levels since 2007. For the
full year, the three most active cities were New York City, Los
Angeles, and London, respectively.

• While investment volumes for the year were strong, there were
signs of softening in the fourth quarter of 2018, with quarterly
year-over-year investment and leasing volumes decreasing. This
trend is expected to continue through 2019.

• Strong U.S. economic growth in 2018 bolstered its investment
activity, with the fourth quarter 2018 being the strongest quarter
since 2016..

Sources: Jones Lang LaSalle Research, Real Capital Analytics, Inc.

Global Outlook - GDP (Real) Growth % pa, 2019-2021
2019 2020 2021

Global 3.4 3.4 3.0
Asia Pacific 4.7 4.6 -

Australia 2.6 2.7 -
China 6.2 6.0 5.8
India 7.2 7.3 7.4
Japan 0.8 0.5 -

North America 2.4 1.9 1.8
US 2.5 1.9 1.8

MENA* 3.0 3.1 -
European Union 1.6 1.7 -

France 1.3 1.4 -
Germany 1.2 1.5 -
UK 1.4 1.5 1.7

*Middle East North Africa 
Source:  Bloomberg
Note: 2021 projections are not yet available for certain regions

Global Total Commercial Real Estate Volume - 2017 - 2018

$ US Billions Q4 2018 Q4 2017
% Change 

Q4 18 - Q4 17 2018 2017
% Change  

2018 - 2017
Americas 151 122 24% 512 441 16%
EMEA 106 139 -24% 325 365 -11%
Asia Pacific 216 274 -21% 847 822 3%
Total 473 535 -12% 1684 1629 3%
Source: Real Capital Analytics, Inc., Q4' 18
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Exhibit C: Glossary



Cash Flow Statement

Beginning Market Value: Value of real estate, cash and other holdings from prior period end. 

Contributions: Cash funded to the investment for acquisition and capital items
(i.e., initial investment cost or significant capital improvements). 

Distributions: Actual cash returned from the investment, representing distributions 
of income from operations.

Withdrawals: Cash returned from the investment, representing returns of capital or 
net sales proceeds. 

Ending Market Value: The value of an investment as determined by actual sales dollars 
invested and withdrawn plus the effects of appreciation and 
reinvestment; market value is equal to the ending cumulative balance 
of the cash flow statement (NAV). 

Unfunded Commitments: Capital allocated to managers which remains to be called for 
investment. Amounts are as reported by managers. 

Remaining Allocation The difference between the ending market value + the unfunded 
commitments and the target allocation. This figure represents dollars 
available for allocation. 
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Style Groups

The Style Groups consist of returns from commingled funds with similar risk/return investment 
strategies. Investor portfolios/investments are compared to comparable style groupings. 

Core: Direct investments in operating, fully leased, office, retail, industrial, or 
multifamily properties using little or no leverage (normally less than 
30%). 

Value‐Added: Core returning investments that take on moderate additional risk from 
one or more of the following sources: leasing, re‐development, 
exposure to non‐traditional property types, the use of leverage (typically 
between 40% and 65%). 

Opportunistic: Investments that take on additional risk in order to achieve a higher 
return. Typical sources of risks are: development, land investing, 
operating company investing, international exposure, high leverage 
(typically between 50% and 65% or higher), distressed properties. 
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Indices

Stylized Index: Weights the various style group participants so as to be comparable to the 
investor portfolio holdings for each period. 

Open‐End Diversified Core Equity 
Index (“ODCE”):

A core index that includes only open‐end diversified core strategy funds 
with at least 95% of their investments in U.S. markets. The ODCE is the first 
of the NCREIF Fund Database products, created in May 2005, and is an 
index of investment returns reporting on both a historical and current 
basis (16 active vehicles). The ODCE Index is capitalization‐weighted and is 
reported gross and net of fees. Measurement is time‐weighted and 
includes leverage. 

NCREIF Timberland Index (“NTI”): National Index comprised of a large pool of individual timber properties
owned by institutions for investment purposes.

NCREIF Property Index (“NPI”): National Property Index comprised of core equity real estate assets owned 
by institutions. 
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Performance

Income Return (“INC”): Net operating income net of debt service before deduction of capital items 
(e.g., roof replacement, renovations, etc.) 

Appreciation Return (“APP”): Increase or decrease in investment's value based on internal or third party 
appraisal, recognition of capital expenditures which did not add value or 
uncollectible accrued income, or realized gain or loss from sales. 

Total Gross Return (“TGRS”): The sum of the income return and appreciation return before adjusting for 
fees paid to and/or accrued by the manager. 

Total Net Return (“TNET”): Total gross return less Advisor fees reported. All fees are requested (asset 
management, accrued incentives, paid incentives). No fee data is verified. May 
not include any fees paid directly by the investor as opposed to those paid 
from cash flows. 

Inception Returns1: The total net return for an investment or portfolio over the period of time the 
client has funds invested. Total portfolio Inception Returns may include returns 
from investments no longer held in the current portfolio. 

Net IRR: IRR after advisory fees, incentive and promote. This includes actual cash flows 
and a reversion representing the LP Net Assets at market value as of the 
period end reporting date. 

Equity Multiple: The ratio of Total Value to Paid‐in‐Capital (TVPIC). It represents the Total 
Return of the investment to the original investment not taking into 
consideration the time invested. Total Value is computed by adding the 
Residual Value and Distributions. It is calculated net of all investment advisory 
and incentive fees and promote.

1 Portfolio level returns include historical returns of managers no longer with assets under management.  
All returns are calculated on a time‐weighted basis. 
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Report to Board of Administration 
 
From: Investment Committee 
           Sung Won Sohn, Chairperson 
           Nilza R. Serrano 
           Elizabeth Lee 

 

Agenda of: JUNE 11, 2019 
 

ITEM: VIII-C 

 

SUBJECT: INVESTMENT MANAGER CONTRACT WITH LAZARD ASSET MANAGEMENT LLC 

REGARDING THE MANAGEMENT OF AN ACTIVE NON-U.S EQUITIES 

DEVELOPED MARKETS CORE PORTFOLIO AND POSSIBLE BOARD ACTION 

 

 
Recommendation 
 

That the Board approve a three-year contract renewal with Lazard Asset Management LLC for 
management of an active non-U.S. equities developed markets core portfolio; and, authorize the 
General Manager to approve and execute the necessary documents, subject to satisfactory business 
and legal terms. 
 

Discussion 
  
On May 14, 2019, the Committee considered the attached staff report (Attachment A) recommending 
a three-year contract renewal with Lazard Asset Management LLC (Lazard). The Board hired Lazard 
through the 2013 Active Non-U.S. Equities Developed Markets Manager search process and a three-
year contract was authorized by the Board on June 11, 2013. Lazard was awarded a contract 
renewal on June 28, 2016. The current contract expires on September 30, 2019. The Committee 
discussed the investment strategy, performance, and fees. Lazard is in compliance with the LACERS 
Manager Monitoring Policy. 
 

Strategic Plan Impact Statement 
A contract renewal with Lazard Asset Management LLC will allow the fund to maintain a diversified 
exposure to the non-U.S. equities developed markets, which is expected to help optimize long-term 
risk adjusted investment returns (Goal IV). The discussion of the investment manager’s profile, 
strategy, performance, and management fee structure are consistent with Goal V (uphold good 
governance practices which affirm transparency, accountability, and fiduciary duty). 
 
This report was prepared by Barbara Sandoval, Investment Officer II, Investment Division. 
 

RJ:BF:BS:sg 
 
Attachments: A) Investment Committee Recommendation Report dated May 14, 2019 
 B) Proposed Resolution 
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To: Los Angeles City Employees’ Retirement System Investment Committee  

From: NEPC, LLC 

Date: May 14, 2019 

Subject: Lazard Asset Management, LLC – Contract Extension 

Recommendation 

NEPC recommends Los Angeles City Employees’ Retirement System (LACERS) extend the 
contract that is currently in place with Lazard Asset Management, LLC (‘Lazard’) for a period 

of three years from the date of contract expiry.  

Background 

 

Lazard was hired into the Non-U.S. Equity asset class in 2013 to provide the Plan with public 

equity exposure across international developed countries/markets.  The portfolio’s strategy 
is benchmarked against the MSCI EAFE Index and has a performance inception date of 

November 5, 2013. 

As of March 31, 2019, Lazard managed $587.3 million, or 3.4% of Plan assets in an 
international developed markets separately managed account with an asset-based fee of 

0.52% (52 basis points) annually. This fee ranks in the 44th percentile among its peers in 
the eVestment All EAFE Equity Universe. In other words, 56% of the 384 products included 

in the peer universe have a higher fee than the LACERS account.  The performance 
objective is to outperform the MSCI EAFE Index, net of fees, annualized over a full market 

cycle (normally three-to-five years). The Lazard account is currently in good standing 

according to LACERS’ manager monitoring policy.  

Lazard's roots date back to the 1840s when members of the Lazard family immigrated to 

the United States and founded Lazard Frères & Co. in New Orleans as a dry goods 
merchant. The business relocated to San Francisco in 1851, where it expanded into banking 

and foreign exchange. That same year, Lazard Frères also established its New York office. 
In 1854, Lazard Frères & Co. opened an office in Paris and, in 1870, an office in London.  In 

the late 1800s and early 1900s, these three “Houses of Lazard” emerged, advising clients 
on financial matters and forging relationships with governments and businesses. The three 

houses were separately managed but remained allied. In the latter part of the 20th century, 
Lazard expanded into new markets in financial advisory and asset management services.  In 

1953 Lazard Investors Ltd. began asset management operations in London, and in 1970 

Lazard Asset Management made its New York debut. 
 

In 2000, after more than 150 years of separate management, the three Houses of Lazard 
were merged into one entity.  This was done in order to serve clients more effectively, as 

commerce became increasingly globalized.  In 2005, under the leadership of Bruce 
Wasserstein, Lazard listed on the New York Stock Exchange, trading under the stock ticker 
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LAZ, but retained its significant employee ownership.  In 2009, Kenneth Jacobs assumed 

the helm of Lazard and has led the firm since then.   
 

The LACERS account sits within the Lazard International Strategic Equity product, which is a 
multi-capitalization strategy.  The strategy typically invests in 40–60 securities of non-US 

companies, including those from emerging markets.  The benchmark is the MSCI EAFE 

Index.  The portfolio is managed by four portfolio managers, however, day to day the 
portfolio is run by Mark Little, Portfolio Manager/Analyst and Robin Jones, Portfolio 

Manager/Analyst.  Messrs. Little and Jones run the product from a day to day basis from the 
firm’s London office and have been with the firm for 26 and 16 years, respectively. Michael 

Bennett Portfolio Manager/Analyst and John Reinsberg, Deputy Chairman International and 
Global Strategies, act in client facing roles on the strategy and work from the firm’s New 

York City office.  
 

Lazard believes in a relative value investment philosophy which is based on sourcing excess 

returns through the process of bottom-up stock selection.  This philosophy is implemented 
by assessing the trade-off between valuation and financial productivity for an individual 

security.  Lazard believes that stock returns over time are driven by the sustainability and 
direction of financial productivity, balanced by valuation.  To take advantage of these 

structural inefficiencies, Lazard portfolio manager/analysts and sector specialists collaborate 
on detailed fundamental analysis that is rooted in developing unique sources of insight and 

integrating knowledge across regions, sectors and asset classes. 
 

Idea sourcing is a collaborative effort among Lazard's global investment resources. The 

International Strategic Equity team partners with Lazard's global sector specialists, regional 
portfolio manager/analysts to identify candidates for further analysis.  Quantitative 

screening processes supplement a qualitative assessment of changing company 
fundamentals and are utilized to search for companies that appear to offer specific 

investment characteristics - attractively priced valuations (measured by price/earnings, 
price/book, price/cash flow, and price/sales, among others) relative to their improving or 

strong levels of financial productivity (measured by return on equity, return on assets, free 
cash flow yield and operating margins, among others).  Sector specialists prepare an 

investment thesis for every company which is proposed as an investment idea for portfolios.  

 
Portfolio construction is driven by stock selection. The portfolio management team builds 

the portfolio by selecting one stock at a time. Inclusion of a stock in the portfolio is primarily 
dependent on a new idea's attractiveness relative to existing portfolio holdings. Sector and 

regional exposures are a residual of the investment process. 
 

Performance 
 

Referring to Exhibit 1, since December 1, 2013 (the first full month of performance after the 

account inception date of November 5, 2013) the strategy has outperformed the MSCI EAFE 
Index by 1.41%, returning 4.00%, net of fees.  The portfolio ranked in the 37th percentile in 

its peer universe since inception.  The information ratio was 0.40 and active risk, as 
measured by tracking error was 3.5%.  In the one-year period ended March 31, 2019, the 

portfolio outperformed the index by 0.98% and ranked in the 26th percentile in its peer 
universe.  Outperformance in the trailing year, ended March 31, 2019, has been driven by 

stock selection in Financials and the Consumer Services sectors.  On a global regions basis, 
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strong contributors included stock selection in Continental Europe and the United Kingdom 

and being under-weight Asia ex-Japan.   
 

Since December 1, 2013, referring to Exhibit 2, historical relative cumulative performance 
has been strong on a quarterly basis when compared to the benchmark.  The last half of 

2016 and first quarter of 2017 the strategy did experience some meaningful 

underperformance as exposures to high quality stocks impeded performance.  However, 
those drawdowns have been overcome by subsequent periods of outperformance over the 

course of 2017, 2018 and into 2019.  Outperformance in 2017 through 2019 was driven by 
stock selection in Consumer Services and Information Technology.    

 
 

Conclusion 
 

Lazard has performed well against its benchmark since inception and particularly well since 

the beginning of 2017.  The firm has had a well-established, stable team in place, in 
addition to executing well against its stated investment objectives.  With an investment 

process and philosophy that prioritizes financially productive and inexpensively valued 
companies, coupled with a vast pool of investment research professionals, this strategy 

remains a high-conviction manager at NEPC.  NEPC recommends a contract extension for a 
period of three years from the period of contract expiry.    

 
The following tables provide specific net of fees performance information, as referenced 

above. 
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Exhibit 1 

Note: NEPC performance record starts from the first full month of performance. 
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Vendor Date Completed: 4/22/19*

Address 30 Rockefeller Plaza, New York, NY 10112

Category

African Asian or American Indian/ Caucasian Total Percent (%)

American Hispanic Pacific Islander Alaskan Native (Non Hispanic) Employees Minority Male Female

Occupation Full Time Full Time Full Time Full Time Full Time Full Time Full Time

Officials & Managers 1 1 8 0 53 63 15.87% 57 6

Professionals 1 13 51 0 153 218 29.82% 151 67

Technicians 0 0 0 0 0 0 0.00% 0 0

Sales Workers 4 5 7 0 105 121 13.22% 75 46

Office/Clerical 7 4 5 0 22 38 42.11% 2 36

Semi-Skilled 0 0 0 0 0 0 0.00% 0 0

Unskilled 0 0 0 0 0 0 0.00% 0 0

Service Workers 0 0 0 0 0 0 0.00% 0 0

Other 1 4 32 0 43 80 46.25% 55 25

Total 14 27 103 0 376 520 27.69% 340 180

Lazard Asset Management LLC

International Strategic Equity

Full Time

Gender

TOTAL COMPOSITION OF WORK FORCE
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CONTRACT RENEWAL 

LAZARD ASSET MANAGEMENT LLC   
ACTIVE NON-U.S. EQUITIES DEVELOPED MARKETS CORE 

PORTFOLIO MANAGEMENT 
 

PROPOSED RESOLUTION 
 
WHEREAS, LACERS current three-year contract with Lazard Asset Management LLC 
(Lazard) for active non-U.S. equities developed markets core portfolio management 
expires on September 30, 2019; and, 
 
WHEREAS, Lazard is in compliance with the LACERS Manager Monitoring Policy; and, 
 
WHEREAS, a contract renewal with Lazard will allow the fund to maintain a diversified 
exposure to the non-U.S. equities developed markets; and, 
 
WHEREAS, on June 11, 2019 the Board approved the Investment Committee’s 
recommendation for a three-year contract renewal with Lazard; and, 
 
NOW, THEREFORE, BE IT RESOLVED, that the General Manager is hereby authorized 
to approve and execute a contract subject to satisfactory business and legal terms and 
consistent with the following services and terms: 
 
 

Company Name:  Lazard Asset Management LLC 
  

 Service Provided:  Active Non-U.S. Equities Developed Markets  
     Core Portfolio Management 
  
 Effective Dates:  October 1, 2019 through September 30, 2022 
  
 Duration:   Three years 
 
 Benchmark:    MSCI EAFE Index 
 
 Allocation as of  
 March 31, 2019:  $ 587 million 
 

 

 

 

 

 

 

June 11, 2019 
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Report to Board of Administration 
 
From: Investment Committee 
           Sung Won Sohn, Chairperson 
           Nilza R. Serrano 
           Elizabeth Lee 

 

Agenda of: JUNE 11, 2019 
 

ITEM: VIII-D 

 

SUBJECT: INVESTMENT MANAGER CONTRACT WITH MFS INSTITUTIONAL ADVISORS, 

INC. REGARDING THE MANAGEMENT OF AN ACTIVE NON-U.S. EQUITIES 

DEVELOPED MARKETS GROWTH PORTFOLIO AND POSSIBLE BOARD ACTION 

 

 
Recommendation 
 

That the Board approve a three-year contract renewal with MFS Institutional Advisors, Inc. for 
management of an active non-U.S. equities developed markets growth portfolio; and, authorize the 
General Manager to approve and execute the necessary documents, subject to satisfactory business 
and legal terms. 
 

Discussion 
  
On May 14, 2019, the Committee considered the attached staff report (Attachment A) recommending 
a three-year contract renewal with MFS Institutional Advisors, Inc. (MFS). The Board hired MFS 
through the 2013 Active Non-U.S. Equities Developed Markets Manager search process and a three-
year contract was authorized by the Board on June 11, 2013. MFS was awarded a contract renewal 
on June 28, 2016.  The current contract expires on September 30, 2019. The Committee discussed 
the investment strategy, performance, and fees. MFS is in compliance with the LACERS Manager 
Monitoring Policy. 
 

Strategic Plan Impact Statement 
A contract renewal with MFS Institutional Advisors, Inc. will allow the fund to maintain a diversified 
exposure to the non-U.S. equities developed markets, which is expected to help optimize long-term 
risk adjusted investment returns (Goal IV). The discussion of the investment manager’s profile, 
strategy, performance, and management fee structure are consistent with Goal V (uphold good 
governance practices which affirm transparency, accountability, and fiduciary duty). 
 
This report was prepared by Barbara Sandoval, Investment Officer II, Investment Division. 
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Attachments: A) Investment Committee Recommendation Report dated May 14, 2019 
 B) Proposed Resolution 
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To: Los Angeles City Employees’ Retirement System Investment Committee  

From: NEPC, LLC 

Date: May 14, 2019 

Subject: MFS Investment Management – Contract Extension 

Recommendation 

NEPC recommends Los Angeles City Employees’ Retirement System (LACERS) extend the 
contract that is currently in place with MFS Investment Management (‘MFS’) for a period of 

three years from the date of contract expiry.  

Background 

 
MFS was hired into the Non-U.S. Equity asset class in 2013 to provide the Plan with public 

equity exposure across international developed countries/markets.  The portfolio’s strategy 
is benchmarked against the MSCI World ex USA Growth Index and has a performance 

inception date of October 31, 2013. 

As of March 31, 2019, MFS managed $594.0 million, or 3.4% of Plan assets in an 
international developed markets separately managed account with an asset-based fee of 

0.42% (42 basis points) annually. This fee ranks in the 21st percentile among its peers in 
the eVestment EAFE All Cap Growth Universe. In other words, 79% of the 18 products 

included in the peer universe have a higher fee than the LACERS account.  The performance 
objective is to outperform the MSCI World ex USA Index, net of fees, annualized over a full 

market cycle (normally three-to-five years). The MFS account is currently in good standing 

according to LACERS’ manager monitoring policy.  

Massachusetts Financial Services Company, commonly known as MFS Investment 

Management or MFS, has a history of money management dating back to 1924, when it 
created the first open-end U.S. mutual fund, Massachusetts Investors Trust. In 1932, MFS 

established one of the first in-house research departments in the investment management 
business. MFS and its predecessor organizations have been registered as an investment 

adviser under the Investment Advisers Act of 1940 (the "Advisers Act") since 1969, and 
began managing its first tax-exempt account in 1970. MFS subsequently formed a separate 

subsidiary, MFS Institutional Advisors, Inc., which registered as an investment adviser 
under the Advisers Act in 1994. MFS is a majority owned subsidiary of Sun Life of Canada 

(U.S.) Financial Services Holdings, Inc., which in turn is an indirect majority-owned 

subsidiary of Sun Life Financial, Inc. (a diversified financial services organization). MFS has 
been a subsidiary of Sun Life since 1982. While MFS operates with considerable autonomy, 

this partnership offers additional resources as it continues to expand its global research 
presence. As of December 31, 2018 the firm’s assets under management were $426.6 

billion. 
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In 1996 MFS initiated an equity compensation program. The equity compensation program 

provides for the grant of long-term incentive awards to MFS senior management, 
investment personnel and other key employees who assist in the growth and financial 

success of the firm. The program permits the issuance of both restricted stock and stock 
options as equity-based awards up to a maximum of 20% of the fully diluted capital stock of 

MFS, and 2.5% of the fully diluted capital stock of MFS’ immediate parent entity, Sun Life of 

Canada (US) Financial Services Holdings, Inc.  

The International Growth Equity team includes Portfolio Managers David Antonelli, Matthew 

Barrett, and Kevin Dwan, and Institutional Portfolio Manager Brett Fleishman. David joined 
MFS in 1991 as a research analyst, was named portfolio manager in 1997 and assumed 

portfolio management responsibility for International Growth Equity in 2010. Matthew joined 
MFS in 2000 as an equity research analyst and joined the International Growth Equity team 

as a portfolio manager in 2015. Kevin joined MFS in 2005 as an equity research analyst and 
became a portfolio manager for International Growth Equity in 2012. Brett joined MFS in 

2001 as a research analyst and has worked on the International Growth Equity strategy as 

an investment product specialist since 2002 and as an institutional portfolio manager since 
2008. 

 
The International Growth Equity team's investment process encompasses three critical 

steps: idea generation, fundamental research and analysis and portfolio construction. Idea 
generation reduces the investable universe to approximately 70-100 companies and is 

supported by the firm’s global research platform. The analysts on the platform are 
organized into eight international sector teams that include capital goods, consumer 

cyclicals, consumer staples, energy, financial services, health care, technology, and 

telecommunications & cable. The sector-team structure facilitates the sharing of information 
across geographies, as well as asset classes, resulting process that aims to be highly 

collaborative and integrated leveraging all the research by MFS. The portfolio construction 
process is conducted based on bottom-up, fundamental research. MFS determines position 

size in the portfolio based on the security's upside potential as compared to its downside 
risk and level of conviction in the idea. Sector, industry, country and regional weightings are 

the residual of the bottom-up stock selection process, rather than the result of any top-
down, macroeconomic outlook. Generally, no more than 5% has been held in a single issue 

at purchase, no more than 25% has been allocated to any one industry, and the portfolio 

has had a limit on out of benchmark names at 10%. 
 

Performance 
 

Referring to Exhibit 1, since inception of the MFS portfolio on October 31, 2013, the strategy 
has outperformed the MSCI World ex USA Growth Index by 2.01%, returning 5.92%, net of 

fees.  The portfolio ranked in the 12th percentile in its peer universe since October 31, 2013.  
The information ratio was 1.0 and active risk, as measured by tracking error was 2.1%.  In 

the one-year period ended March 31, 2019, the portfolio outperformed the index by 5.09% 

and ranked 1st in its peer universe.  Outperformance in the trailing year, ended March 31, 
2019, has been driven by stock selection in the Consumer Discretionary and Information 

Technology sectors.  On a global regions basis, strong contributors included stock selection 
in Europe Ex-United Kingdom and being under-weight Japan.      
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Since October 31, 2013, referring to Exhibit 2, historical relative performance has been 

consistent with minimal drawdowns and strong quarterly cumulative excess returns when 
compared to the benchmark.  A portfolio construction process that results in a focus on 

quality companies with long-term above average growth potential has resulted in an 
experience for LACERS that is within the top decile of peer performance results.    

 

 
Conclusion 

 
MFS has performed well against its benchmark since inception as well as in all trailing time 

periods.  The firm has a well-established, stable team in place, in addition to executing well 
against its stated investment objectives.  With an investment process and philosophy that 

prioritizes quality, growth and fundamental research, we believe the portfolio is well suited 
for long-term success.  MFS has been a high-conviction manager at NEPC in the developed 

markets international equity space since 2011.  NEPC recommends a contract extension for 

a period of three years from the period of contract expiry.    
 

The following tables provide specific net of fees performance information, as referenced 
above. 
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Vendor Date Completed: 

Address As of March 31, 2019

Category

African Asian or American Indian/ Caucasian Two or More Total Percent (%)

American Hispanic Pacific Islander Alaskan Native (Non Hispanic) Races Employees Minority Male Female

Occupation Full Time Full Time Full Time Full Time Full Time Full Time Full Time Full Time

Officials & Managers 6 8 24 0 323 3 364 11.26% 228 136

Professionals 25 21 109 0 635 9 799 20.53% 456 343

Technicians 0 0 0 0 1 0 1 0.00% 0 0

Sales Workers 3 6 7 1 262 3 282 7.09% 233 49

Office/Clerical 16 6 14 0 99 3 138 28.26% 64 74

Semi-Skilled 0 0 0 0 0 0 0 0.00% 0 0

Unskilled 0 0 0 0 0 0 0 0.00% 0 0

Service Workers 0 0 0 0 0 0 0 0.00% 0 0

Other 0 0 0 0 0 0 0 0.00% 0 0

Total 50 41 154 1 1,320 18 1,584 15.53% 981 602

* Please note that the legal and regulatory privacy requirements vary by region therefore this data is reflective of the MFS employees in the U.S. only (minus 35 employees who declined to identify their race).

April 24, 2019MFS Investment Management

Non-U.S. Developed Markets Equity Growth

Full Time

Gender

111 Huntington Avenue

Boston, MA 02199

TOTAL COMPOSITION OF WORK FORCE
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CONTRACT RENEWAL 
MFS INSTITUTIONAL ADVISORS, INC. 

ACTIVE NON-U.S. EQUITIES DEVELOPED MARKETS GROWTH 
PORTFOLIO MANAGEMENT 

 
PROPOSED RESOLUTION 

 
WHEREAS, LACERS current three-year contract with MFS Institutional Advisors, Inc. 
(MFS) for active non-U.S. equities developed markets growth portfolio management 
expires on September 30, 2019; and, 
 
WHEREAS, MFS is in compliance with the LACERS Manager Monitoring Policy; and, 
 
WHEREAS, a contract renewal with MFS will allow the fund to maintain a diversified 
exposure to the non-U.S. equities developed markets; and, 
 
WHEREAS, on June 11, 2019 the Board approved the Investment Committee’s 
recommendation for a three-year contract renewal with MFS; and, 
 
NOW, THEREFORE, BE IT RESOLVED, that the General Manager is hereby authorized 
to approve and execute a contract subject to satisfactory business and legal terms and 
consistent with the following services and terms: 
 
 

Company Name:  MFS Institutional Advisors, Inc. 
  
 Service Provided:  Active Non-U.S. Equities Developed Markets  
     Growth Portfolio Management 
  
 Effective Dates:  October 1, 2019 through September 30, 2022 
  
 Duration:   Three years 
 
 Benchmark:    MSCI World ex-U.S. Growth Index 
 
 Allocation as of  
 March 31, 2019:  $594 million 
 

 

 

 

 

 

 

June 11, 2019 
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900 Veterans Boulevard | Ste. 340 | Redwood City, CA 94063-1741 | TEL: 650.364.7000 | www.nepc.com 

CAMBRIDGE |  ATLANTA |  CHARLOTTE |  CHICAGO |  DETROIT |  LAS VEGAS |  SAN FRANCISCO 

To: 

From: 

Date: 

Subject: 

Los Angeles City Employees’ Retirement System Board of Administration 

NEPC, LLC 

June 11, 2019 

AJO Partners – Large Cap Value Equities Contract Extension 

Recommendation 

NEPC recommends Los Angeles City Employees’ Retirement System (LACERS) terminate the 
contract that is currently in place with AJO Partners Ltd. (‘AJO’).  AJO has been on ‘watch’ 

since July 25, 2016 pursuant to the LACERS’ Manager Monitoring Policy due to performance. 
Secondly, NEPC recommends simplifying the U.S. Equity program by moving the proceeds 

from AJO into a passively managed S&P 500 Index portfolio. 

Background 

AJO has been an active equity manager for LACERS since October 31, 2001. As of April 30, 2019 
AJO managed $183.6 million, or 1.0% of Plan assets.  The performance objective is to exceed 

the Russell 1000 Value Index, net of fees, by 2.0% over full market cycles; this objective has not 
been met over the trailing one-, three-, five- and 10-year trailing periods ended April 30, 2019.  

Additionally, the portfolio has trailed the benchmark for all time periods measured over the past 
ten years.  AJO has been on ‘watch’ pursuant to LACERS Manager Monitoring Policy since June 

25, 2016 for underperforming the benchmark in the five-year trailing return as well as having a 
negative five-year information ratio.  NEPC does recognize that value-oriented strategies have 

underperformed the broader equity market significantly over that past 10 years, however, AJO’s 

benchmark accounts for this by comparing portfolio investment returns to the Russell 1000 Value 

Index.     

The firm is 100% employee-owned, with the founder Ted Aronson remaining an active owner 
and investment team member.  Over the past ten years, Mr. Aronson has transitioned 

approximately 55% of the ownership of the firm to other active employees.  In the past five 
years, there have been two Principal level departures from the team responsible for managing 

the portfolio, however, the two departures were un-related and we believe they have not 
negatively impacted the firm’s resources or the investment process.  The key individuals 

managing the product have been with AJO for at least 15 years with a significant portion being 

owners in the firm.  The firm’s business continuity plan and key-person risk planning appears to 

include a cogent succession plan for its founder.   

The firm manages approximately $21.5 billion on behalf of over 100 clients with approximately 
67 employees; 57 individuals are located in Philadelphia and 10 are located in Boston. The firm’s 

key client relationship types include public pension (37%), corporate/ERISA (28%), and pooled 

sub-advised mutual fund clients (25%) making up 90% of total AUM. 
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The philosophy and process employed to construct the portfolio has been consistently applied.  

AJO’s stock selection process focuses on identifying companies with consistent earnings and free-
cash-flow characteristics trading at attractive valuations based on price/book, price/sales and 

price/earnings criteria along with positive momentum and sentiment characteristics.  The 
product’s portfolio construction is designed to be sector-neutral to the benchmark weightings, 

but the product will maintain over- and under-weightings to industry categories that are driven 

by bottom-up stock selection. 

Performance 

 
AJO has managed the portfolio for LACERS beginning in October of 2001.  Since inception, 

the AJO portfolio has outperformed the Russell 1000 Value Index by 0.20%, net of fees, 
through March 31, 2019.  In the five-year period ended March 31, 2019, the portfolio 

underperformed the index by 2.00% (5.72% vs. 7.72%), ranking in the 83rd percentile in 
the eVestment Large Cap Value Equity peer group of investment managers (please refer to 

Exhibit 1).  The portfolio has an information ratio of -0.55 over the past five years.  It is 

worth noting, that the five-year information ratio most recently turned negative in 2016 and 
recovered to near positive territory in the fourth quarter of 2017 and second quarter of 

2018 (refer to Exhibit 2).  Active risk, as measured by five-year tracking error versus the 
index since inception has been 3.52% oscillating between 2% and 4% on a rolling five-year 

basis over since inception.   
 

In the last half of 2018 and through the first quarter of 2019, the portfolio experienced 
relatively large quarterly drawdowns when compared to the benchmark in addition to the 

first half of 2016 when the portfolio underperformed the Russell 1000 Value Index by 10.4% 

(-4.1% vs. 6.3%).  During these time periods the market favored lower volatility stocks 
while ignoring valuation, momentum and other key factors that have historically generated 

excess return in security selection for AJO.   
 

In the one year ended March 31, 2019 the portfolio underperformed the benchmark by 
5.84% (-0.17% vs. 5.67%) and ranked in the 83rd percentile in its peer group.  Ended April 

30, 2019, the portfolio underperformed its benchmark by 6.29% (2.77% vs. 9.06%). 
Referring to Exhibit 3, on a cumulative basis the portfolio has added value quarterly since 

inception against its benchmark.  Meaning, investment gains from periods of 

outperformance have not been eroded into negative territory by periods of strong 
underperformance on a cumulative basis relative to the benchmark since 2001.   

 
It is worth noting that while AJO’s benchmark agnostic approach can result in short-term 

periods of high volatility, it is this ability to be less constrained to a benchmark that served 
as part of the investment thesis for inclusion in the equity program.  However, as the 

program has evolved and underperformance has persisted since June 2016, we believe that 
reorganizing the U.S. Equity allocation, and in particular, the Plan’s large capitalization 

exposure to being primarily passively managed to an index makes strategic sense.  This 

change may allow staff to focus their efforts on other parts of the portfolio that we have 
more conviction in from an active management perspective.  

 
With respect to investment management fees, when compared to other large cap value 

managers at the same asset level, eVestment U.S. Large Cap Value, AJO falls between the 
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4th and 5th percentile, or in other words, 95% of the universe charges higher investment 

management fees.   
 

Conclusion 
 

AJO has struggled to outperform the index over long periods of time including the trailing 

one, three, five and 10 years ended April 30, 2019.  Their consistent, repeatable investment 
process and quantitative benchmark agnostic strategy has led to modest positive cumulative 

performance since inception, however, we believe the persistent underperformance over the 
past decade has led us to question the role of active large capitalization value asset 

management within the U.S. Equity asset class.  We believe that the Plan may be better 
served in focusing its efforts on higher conviction areas of the U.S. Equity program and that 

assets from AJO can be moved to passively managed index portfolio management.  
 

The following tables provide specific performance information, net of fees referenced above. 
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CONTRACT TERMINATION 
AJO, LP 

ACTIVE LARGE CAP VALUE EQUITIES  
PORTFOLIO MANAGEMENT 

  
PROPOSED RESOLUTION 

 
WHEREAS, LACERS current one-year contract extension with AJO, LP (AJO) for active 
large cap value equities portfolio management expires on October 31, 2019; and, 
 
WHEREAS, AJO was placed “On-Watch” in 2016, due to performance as of June 30, 
2016, in accordance with the LACERS Manager Monitoring Policy (Policy); and, 
 
WHEREAS, AJO demonstrated progress toward compliance with the Policy during the 
subsequent 2017 and 2018 “On-Watch” periods and the Board approved respective 
one-year contract extensions on August 22, 2017 and September 25, 2018; and, 
 
WHEREAS, as of April 30, 2019, the strategy continues to underperform the benchmark 
for all time periods except since inception and breach Policy criteria; and, 
 
WHEREAS, redeployment of the assets managed by AJO into the existing passively 
managed S&P 500 Index portfolio is consistent with the view that U.S. large cap 
equities exposure should be implemented with passive management, as presented in 
the Active vs. Passive Investment Management education conducted by  NEPC, LLC, 
LACERS’ General Fund Consultant, on December 11, 2018; 
 
NOW, THEREFORE, BE IT RESOLVED, that the Board of Administration hereby 
initiates the termination of the contract with AJO, LP and directs staff to initiate a 
withdrawal and redeployment of the assets into the existing passively managed S&P 
500 Index portfolio managed by RhumbLine Advisers Limited Partnership.  
 

 

 

 

 

 

June 11, 2019 
 

ATTACHMENT B
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