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Trustees:  Ernest Carrera ‐ Chairman; Alan Weiner ‐ Vice Chairman; Derwin Bright ‐ Trustee; 
Randy Goers, Trustee; Steve Kenny ‐ Trustee; Julio Muniz ‐ Trustee; Sonya Little ‐ 
Chief Financial Officer 

 

Supporting Staff:  Mark L. Boghich, III ‐ Pension Plan Supervisor; Justin Vaske ‐ Assistant City Attorney 
and Board Attorney; Mark L. Boghich, III ‐ Recording Secretary; Lee Huffstutler ‐ Chief 
Accountant; Terrie Williams ‐ Accounting Operations Manager; Deborah Hodo ‐  
Pension Reporting Accountant; Rosie Santos ‐ Pension Relationship Accountant;  

    Jill Wood ‐ Office Support Specialist II 
 

Consultants:   Jason Pulos and Andrew Gillentine ‐ Asset Consulting Group; Stephen Lambert 
Oswald and Bruce Crosswhite ‐ AON/Hewitt 

 
Location and Time:  5th Floor Conference Room, Tampa Municipal Office Building, 306 E. Jackson Street, 

Tampa, Florida 33602, December 16, 2014, 1:00 p.m. 
 

Any person who decides to appeal any decision of the Board of Trustees with respect to any matter considered at this meeting will 
need a record of the proceedings, and for such purpose, may need to hire a court reporter to ensure that a verbatim record of the 
proceedings is made, which record includes the testimony and evidence upon which the appeal is to be based.  In accordance with the 
Americans with Disabilities Act and Section 286.26, Florida Statutes, persons with disabilities needing special accommodations to 
participate in this meeting should contact the General Employees Pension Office at least 48 hours prior to the date of the meeting. 

 

Page Numbers 
 

I. Roll Call 
 

II. Public Comments – Ten (10) Minutes Total – Three(3) Minutes per Speaker 
 

III. Approval of Minutes 
    Meeting Minutes for November 18, 2014 (Motion) .....................................................3 – 8 
 

IV. Item from November Meeting 
    Securities Litigation  ‐ Chris Polaszek‐ Morgan and Morgan (Motion) 

 Case Analysis ‐ Chris Polaszek‐ Morgan and Morgan .................................... 9 – 11 

 Litigation Alert  ‐ Stephanie Schroder – Robbins, Geller ............................. 12 – 17 

 Summary of Facts – Mark Babiec – CBRE Clarion Securities ....................... 18 – 23 
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Page Numbers 
 
V. Staff Report 

1. Pension Forfeiture  – Luis Santos, Ford & Harrison (Motion) ................................... 24 ‐ 28 
2. November 2014 Performance Report from ACG ....................................................... 29 ‐ 31 
3. DROP Rate of Return for the year ending September 30 ‐ Option 1 (Motion) ......... 32 ‐ 33 
4. DROP Rate of Return for the year ending September 30 ‐ Option 2 (Motion) ......... 34 ‐ 35 
5. JP Morgan Money Market Daily Rate of Return (Motion) ........................................ 36 ‐ 37 
 
 

VI. Medical Disability Hearing 
1. Bruce Baker ............................................................................................................. Handout 
2. Nancy Dorta ............................................................................................................ Handout 
 

VII. Consent Agenda (MOTION) 
 
Retirement Benefits & Estate Payments:  

Longevity Retirements, DROP to Longevity, DROP Retirements, Deferred Retirements, 
Deferred to Longevity Retirements, Spouse Benefits and Estate Payments……. ............. 38 

 
Monthly Invoices:  

1. COMSERV ‐ (November 26) ‐ $ 62.00 .......................................................................... 39 
2. COMSERV ‐ (December 10) ‐ $ 62.00 ........................................................................... 40 

 
 
Miscellaneous Invoices: 

1. Tampa Occupational Health Services (Baker) ‐ $1,200.00 ........................................... 41 
2. Tampa Occupational Health Services (Dorta) ‐ $1,450.00 ........................................... 42 
3. Tampa Occupational Health Services (Smith) ‐ $1,200.00 .......................................... 43 

VIII. Adjournment 

 

 
Next Meeting – 1:00 p. m., Tuesday, 

January 20, 2015 ‐ Regular Board Meeting 
 

Scheduled Topics: 
Review of Ethics Laws/Rules 

Cash Analysis 
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The Board of Trustees for the General Employees Retirement Fund convened in a regular session at 1:00 

p.m. on this 18th day of November, 2014 in the City Council Chambers, City Hall, 3rd Floor, 315 E. 
Kennedy Blvd., Tampa, FL 33602.   
 
Support Staff:  Mark L. Boghich III, Pension Plan Supervisor;  Justin Vaske, ACA and Board Attorney;  Mark  
L. Boghich III, Recording Secretary;  Lee Huffstutler, Chief Accountant;  Terrie Williams, Accounting 
Operations Manager;  Deborah Hodo, Pension Reporting Accountant;  Rosie Santos, Pension Relationship 
Accountant;  and Jill Wood Office Support Specialist II.  
 
Consultants to Board:   Jason Pulos and Andrew Gillentine, Asset Consulting Group; Stephen Lambert 
Oswald and Bruce Crosswhite, AON/Hewitt 

 
I. ROLL CALL  

 
Mr. Carrera, Chairman, presiding, brought the meeting to order at 1:00 p.m.   
 
Board Members Present Included:  Ernest Carrera, Chairman;  Alan Wiener, Vice Chairman;  Randy 
Goers, Trustee;  Steve Kenny, Trustee;  Julio Muniz, Trustee;  Derwin Bright, Trustee;  Sonya Little, Chief 
Financial Officer. 

 
II. PUBLIC COMMENTS‐ Ten (10) Minutes 

 
Chris Polaszek from Morgan and Morgan gave a summary of recent developments including fraud issues 
concerning American Realties Capital Properties. The company was hiding numbers. GE Pension had a 
potential  loss of $143,000 via American Realties Capital Properties. Because a complaint has been filed, 
any  investor  that wishes  to  take  charge of  litigation must  file  the papers on or before December 29th 
2014. Three choices are available: the one mentioned previously, sit back and follow, or file a separate 
case. Morgan and Morgan feels this  is a significant fraud and could take 1 ½ years for the action to be 
completed. 
 
MOTION:  (Muniz – Goers) On a motion made by Mr. Muniz and seconded by Mr. Goers to have Mr. 
Polaszek return in December stands approved as presented. MOTION CARRIED. 
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III. Annual Election 

 
  1. 2015 Annual Election – Chair 
 
MOTION: (Weiner ‐Kenny ) On a motion made by Mr. Weiner, and seconded by Mr. Kenny, to approve 
the 2015 election of Chair (Mr. Carrera) stands approved as presented. MOTION CARRIED.  
 
2. 2015 Annual Election – Vice‐Chair  
 
MOTION: (Bright‐ Kenny ) On a motion made by Mr. Bright, and seconded by Mr. Kenny, to approve 
the 2015 election of Vice‐Chair (Mr. Weiner) stands approved as presented. MOTION CARRIED.   

 
IV. APPROVAL OF MINUTES 

 
Mr. Boghich requested the board approve the minutes from the October 21st meeting.  
 
MOTION: (Muniz ‐ Weiner ) On a motion made by Mr. Muniz, and seconded by Mr. Weiner, to approve 
the minutes from the September Board meeting  stands approved as presented. MOTION CARRIED.   

 
V. Staff Report 

 
1. Board Credit Card Policies and Procedures Review  
 
Mr. Boghich reviewed the proposed Credit Card Policies and Procedures and explained the difference 
between a P Card for the City of Tampa employees and a Credit Card for board members. Mr. Carrera 
asked if this Credit Card is only available to board members and Mr. Boghich confirmed the cards will be 
available only to the board members. 
 
MOTION: (Goers ‐ Kenny ) On a motion made by Mr. Weiner that the board make available to board 
members that request a credit card be subject to the rules as laid out in the Policies and Procedures 
presented, and seconded by Mr. Kenny, to approve the policy and procedures stands approved as 
presented. MOTION CARRIED.   
 
2. Pension Forfeiture –Luis Santos, Ford & Harrison 

   
Mr. Santos advised Mr. Boghich that he would be unable to attend this meeting due to a court date (not 
pertaining to the GE Pension). 
 
3. October  2014 Performance Report from ACG 

 
Large Cap Equity was above the Target Allocation; all other funds were below the Target Allocation. 
Portfolio ranks in the 69th percentile. 
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4. Quarterly Performance Report from ACG                                                                                                      
                                                                                                                                                                                        
U.S. Large Caps experienced solid growth and are up 1.1% for the quarter, YTD (year to date) US Large 
Caps are up about 11%. Small Caps struggled, ending at approximately ‐7.5% for the 3rd quarter. Small 
Caps are up in October about 2%.  
 
5. US Large Cap and Real Estate Manager Presentations 
 

a. Waddell & Reed – US Large Cap Growth ‐ Dan Becker, Senior Vice President, Portfolio Manager 
and Lynne Goodwin, Vice President, Institutional Client Service   
 

Lynne Goodwin and Dan Becker from Waddell & Reed provided an update on the firm and the Large 
Cap Growth strategy which they manage for the City of Tampa GE Retirement Fund.  As of October 31, 
2014, Waddell & Reed managed approximately $111 million for the Fund.  They have been managing US 
equity assets for the Fund since December of 2004. Year‐to‐date, through October 2014, the strategy 
advanced 11.43% which outperformed the Russell 1000 Growth Index return of 10.73%.  Trailing year 
through October 2014, the Fund return of 18.83% is ahead of the Russell 1000 Growth return of 17.11%.  
 
With a continued focus on franchise growth companies with sustainable competitive advantages, they 
stressed concentration on fewer Large Cap Growth companies within the strategy.  Typically, there are 
45‐55 holdings.  Currently, there is an overweight in Consumer Discretionary, Industrials and Health Care 
sectors.  They continue to find investment opportunities in biotechnology, railroads, aerospace and 
certain areas of Technology mainly internet, social media and software.   The largest underweight sector 
is Consumer Staples stocks due to their relatively rich valuations and limited growth prospects.  Outlook 
looks favorable for growth investing especially if interest rates remain low.  Since inception through 
October 2014, Waddell & Reed has advanced 10.14% annualized versus the 9.09% annualized return of 
the index. 
 

b. Dodge & Cox –US Large Cap Value ‐ Dodge & Cox Investment Managers –Hallie Marshall, 
Portfolio Manager 

 

 As of September 30, 2014 Dodge & Cox managed $106.4 million for the City of Tampa GE Retirement 
Fund.  Ms. Marshall noted that this value was net of $13 million, which was withdrawn on 9/30 for 
portfolio rebalancing.   

 Ms. Marshall discussed recent performance.  As of September 30, 2014 the Fund’s portfolio 
outperformed the Russell 1000 Value index for the YTD, fiscal year,  3, 5, 10 and since inception time 
periods.  The portfolio’s October 2014 performance was flat while the index was up, resulting in poor 
relative performance.  Ms. Marshall continued with portfolio attribution for the fiscal year and went on 
to discuss the current portfolio structure noting the portfolio’s current areas of emphasis are Information 
Technology, Financials, Health Care, and Media.  Dodge & Cox’s goal over the last year as valuations have 
risen and compressed has been to continue to find growth at good valuations. 

 Ms. Marshall gave an overview of the firm’s philosophy and investment team, noting no material 
changes.  Dodge & Cox remains the same firm with a consistent investment approach. 
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c. UBS – US Real Estate ‐ Maria Bascetta, Executive Director 

Organization 
Over the past year, we have had a net staff increase of 10.   As we have been adding to our assets under 
management, we have been adding to staff.  All of the positions added were director level or below. 
There were no departures at the Manager Director level.  We did have one change to the Client and 
Portfolio Services group whereby Tom O'Shea (formerly General Counsel) has taken over as head of the 
group and the prior head of the group, Tom Anathan has semi‐retired.  Steve Kapiloff has stepped up to 
General Counsel; he worked under Tom O'Shea for over 10 years.  The TPF portfolio management team 
and the Investment Committee has not changed since last year. 
 
Trumbull Property Fund (TPF)  
TPF’s total gross return for the twelve months ended September 30, 2014 was 10.9%, consisting of 5.1% 
net investment income and 5.6% net realized and unrealized gain.  ODCE's 12.4% return was higher by 
approximately 150 bps primarily due to TPF's lower leverage, of 13.9% versus ODCE at 22.0%.  Over the 
10 year period however, TPF significantly outperformed ODCE primarily due to lower leverage and a 
higher allocation to apartments. 
 
From an operating perspective, the fund is performing very well.  Portfolio is strong at 94%, and same 
property net operating income for the first nine months of 2014 is 5.8% above the first nine months of 
2013.  The strong leased percentage is a result of our aggressive focus on maintaining occupancy.  Future 
lease expiration exposure is limited with only 4% commercial leases expiring through the end of 2014, 
and only 7% in all of 2015.  In addition, almost all debt maturities (except for approximately 206 million) 
for 2014 have been paid off or refinanced.    
 
  d. CBRE Clarion – Global REIT – Mark Babiec, Senior Vice President 

CBRE Clarion Organization 

 CBRE Clarion continues to be a leader in global real estate securities 
− 30‐year track record 

 Strong “State of the Firm” – Business, Personnel, Process and Performance 
 Experience and Stability of Team – 35 investment professionals, 9 languages, 5 global offices 

 
Listed Real Estate Markets 

 Global property stocks are up more than 14% year‐to‐date 
 Global real estate stocks are delivering positive returns in all geographic regions  

− Performance led by North America +23.9%, followed by Europe +8.3% and the Asia‐
Pacific region +3.1% 
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Investment Outlook 

 Moderate economic growth combined with limited new construction and accommodative central 
bank policy  

 Solid earnings and dividend growth  
 Valuations are attractive 

 
Separately, per the request of Mr. Carrera, I will follow‐up with a summary of American Realty Capital 
Properties. 
 
6. Pension presentation update 
 
Mark Boghich reported, annually in coordination with our Risk Management division of our Human 
Resources Department, we conduct an open enrollment for retirees to select their health insurance. Of 
the approximately 1,900 retirees, 450 acquire their insurance through the City of Tampa. Packages with 
health insurance options are mailed out about 1 month prior to our scheduled open enrollment 
meetings. As of Friday November 14th at 5pm we had 390 of the 450 retirees had submitted their forms. 
We are diligently working with the remainder 60 to get their forms submitted so the retirees will have 
health insurance January 2015. 
 
7. Change in Venue for December Board Meeting 
 
Mark Boghich stated that due to the possibility of the Latino Commission meeting going past 1:00 pm, 
the location for December’s board meeting will be in the 5th Floor Conference Room of the Tampa 
Municipal Office Building, 306 E. Jackson Street. 
 

V. Consent Agenda Motion  

 
Mr. Boghich advised the Consent Agenda has been reviewed and the items listed are true and correct. 
 
Retirement Benefits & Estate Payments: 
Longevity Retirements, DROP to Longevity, Disability Retirement, Deferred Retirements, Differed to 
Longevity Retirements, Spouse Benefits and Estate Payments 
 
Monthly Invoices: 

1. COMSERV – (October 30) ‐ $62.00 
2. COMSERV – (November 10) ‐ $62.00 

 
Quarterly Invoices: 

1. Aberdeen‐ $ 71,514.75 
2. CBRE‐Clarion‐ $ 52,383.00 
3. ClariVest‐ $ 28,714.72 
4. Dodge & Cox‐ $ 89,347.73 
5. Fisher‐ $ 106,621.80 
6. GW Capital‐ $ 39,621.41 
7. JP Morgan‐ $49,245.02 
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8. State Street‐ $8,267.35 
9. Taplin, Canida & Habacht‐ $ 31,375.50 
10. Waddell & Reed‐ $ 118,578.88 
11. Wellington‐ $ 34,980.01 

 
Deducted from Account: 
 

12. Brandywine‐ $ 52,171.73 
13. Mercator‐ $ 112,042.00 
14. UBS Trumbell‐ $ 92,443.87 

 
 
Miscellaneous Invoice: 

1. Florida Public Pension Trustees Association Membership Renewal ‐$600.00 
2. Certified Public Pension Trustee Certification Renewal (Bright, Goers, Kenny, 

Hodo and Boghich) ‐ $150.00 
3. City of Tampa Reimbursement‐ $9,144.01 

 
MOTION: (Kenny ‐ Goers ) On a motion made by Mr. Kenny, and seconded by Mr. Goers, to approve 
the Consent Agenda stands approved as presented. MOTION CARRIED.   
 

VI. NEXT MEETING 

 
The  next  Regular  Board meeting will  be  held  at  1:00  p.m.,  Tuesday, December  16,  2014,  in  5th  Floor 
Conference Room‐Tampa Municipal Office Building 306 East Jackson Street.   

 

VII. ADJOURNMENT 

 
There being no further business, Chair Carrera adjourned the meeting at 3:05 p.m.  
 
 
 
 
                     __________________________________________ 
             CHAIRMAN – Ernest P. Carrera 
 
 
 
            __________________________________________ 
            PENSION PLAN SUPERVISOR ‐ Mark L. Boghich, III 
 

 
 
__________________________________________ 
RECORDING SECRETARY ‐ Mark L. Boghich, III 
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Morgan & 
Morgan  

Case Analysis 

prepared for  

Tampa’s General 
Employees 

Retirement Fund 

December 2, 2014 
 

         
 

 
 

 

 
  

Company:  American Realty Capital Properties, Inc. 

Ticker:  NASDAQ: ARCP 

Allegation:  Violations of the Securities Exchange Act of 1934 

Court:  United States District Court Southern District of New York 

Lead Plaintiff Deadline:  December 29, 2014 

 

Tampa’s General Employees Retirement Fund (the “Fund”) bought approximately 
35,200 shares of American Realty during the Class Period and suffered losses of 
approximately $143,000.  After considering a number of factors including the size of the 
Fund’s losses, the merits of the case, the fact that the Fund has not moved for Lead 
Plaintiff appointment in recent years, the jurisdiction in which the litigation is pending, 
and the rights and obligations of a Lead Plaintiff, Morgan & Morgan recommends that 
the Fund should seek financial recovery in this action and Lead Plaintiff appointment. 

This recommendation is based on the following specific factors:  (1) the Fund 
sustained a significant loss and ARCP admits to egregious corporate misconduct; (2) a 
court-appointed Lead Plaintiff is charged with the responsibility to monitor and direct the 
litigation; (3) subject to court approval, a Lead Plaintiff has the ability to select class 
counsel; (4) a PWC study indicates that recoveries are higher when institutional investors 
lead these types of actions; (5) taking an active role in the litigation sends a message to 
the Fund’s beneficiaries and participants that the trustees are aggressively fulfilling their 
fiduciary duties by proactively protecting and attempting to recover Fund assets; (6) the 
Fund has not served as a Lead Plaintiff more than 5 times in the last 3 years (as 
prohibited by the PSLRA); (7) Congress encourages (through the PSLRA) institutional 
Investors to serve as Lead Plaintiffs; and (8) serving as a Lead Plaintiff provides an 
opportunity to influence the outcome of the litigation. 
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Morgan & 
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Case Analysis 

prepared for  

Tampa’s General 
Employees 

Retirement Fund 

November 18, 2014 
 

         
 

 
 

 

 
  

 

Company:  American Realty Capital Properties, Inc. 

Ticker:  NASDAQ: ARCP 

Affected Securities:  All Securities 

Allegation:  Violations of the Securities Exchange Act of 1934 

Court:  United States District Court Southern District of New York 

Class Period:  May 6, 2013 – October 29, 2014 

Lead Plaintiff Deadline:  December 29, 2014 

 

 

Tampa’s General Employees Retirement Fund (the “Fund”) 
bought at least 35,200 shares of American Realty during the Class 
Period and suffered losses of approximately $143,000.* 

 

Morgan & Morgan recommends that the Fund should seek 
financial recovery and this action should be pursued by Tampa’s 
General Employees Retirement Fund. 

 

* Source: records produced by the custodial bank, JPMorgan Chase & Co.  
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American Realty Capital Properties, Inc. (“American Realty” or “Company”) is a large net lease Real 
Estate Investment Trust (“REIT”) that acquires, owns, and operates single-tenant and multi-tenant 
commercial real estate properties.  

A class action lawsuit has been filed in federal court in New York on behalf of purchasers of 
American Realty securities who bought between May 6, 2013 and October 29, 2014 (the “Class Period”).  
The complaint alleges violations of the federal securities laws (Sections 10(b) and 20(a) of the Securities 
Exchange Act of 1934 and Rule 10b-5), including allegations of issuing a series of materially false and 
misleading representations to the market which had the effect of artificially inflating the market price 
during the Class Period. 

Throughout the Class Period, Company executives, including Nicholas Schorsch, David Kay, Brian 
Block and Lisa McAlister, allegedly made materially false and misleading statements regarding the 
Company’s business and operational and compliance policies.  

Specifically, Defendants are alleged to have made materially false and misleading statements 
and/or failed to disclose that: (1) American Realty’s financial statements contained errors related to the 
improper classification of its adjusted funds from operations (“AFFO”), resulting in an overstatement of 
AFFO for the three months ended March 31, 2014, and an overstatement of AFFO and an understatement 
of the Company’s net loss for the three and six months ended June 30, 2014; (2) American Realty lacked 
adequate internal controls over financial reporting; and (3) as a result of the foregoing, American Realty’s 
public statements were materially false and misleading at all relevant times.  

On October 29, 2014, the Company issued a press release and filed a Form 8-K with the SEC 
announcing that certain of its previously issued financial statements contained errors and should no 
longer be relied upon. In addition, the Company announced the resignation of its Chief Financial Officer 
and Chief Accounting Officer who had key roles in preparing the Company’s financial statements.  

Following the release of the news of October 29th, shares of American Realty fell as much as $4.53, 
or over 36% to as low as $7.85 on the following days. 

 

 

 

 

 

 

 

 

 

 

 

 

 
If you have any questions, please call Chris Polaszek at 813-314-6484.  
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655 W est Broadway      S ui te 1900      San Dieg o, CA 92101      Tel 619 231 1058      Fax 619 231 7423     www.rgrdlaw.c om  

LITIGATION ALERT 

TO: City of Tampa General Employees Retirement Fund 
 

FROM:  Stephanie Schroder 
Elise J. Grace 
 

DATE: December 8, 2014 
 

SUBJECT: American Realty Capital Properties, Inc. Securities Litigation 

 

 
I.  OVERVIEW 

Robbins Geller Rudman & Dowd LLP (“Robbins Geller” or the “Firm”) has determined that 
the City of Tampa General Employees Retirement Fund (the “Fund”) has suffered a financial loss 
of approximately $135,000 in connection with a securities fraud class action filed against American 
Realty Capital Properties, Inc. (“American Realty,” “ARCP” or the “Company”) and several senior 
insiders.   

The Fund purchased 35,200 shares of American Realty common stock, including 11,300 
shares of stock pursuant to the Company’s May 21, 2014 Secondary Offering (“Secondary 
Offering”) at $12 per share.  As a result, the Fund is uniquely situated to allege a claim under 
Section 11 of the Securities Act of 1933 (“Section 11”).  To date, no party with standing to assert a 

Section 11 claim related to the Secondary Offering has filed a complaint.  Moreover, Robbins 
Geller is currently not aware of any investor other than the Fund who has standing to assert a 
Section 11 claim related to the Secondary Offering.  To ensure that the Fund’s Section 11 claim is 
preserved, Robbins Geller recommends that the Fund serve as a named plaintiff and file a complaint 
alleging violations of Section 11 in this action.   

Although the Fund also has claims pursuant to Sections 10(b) and 20(a) of the Securities 
Exchange Act of 1934 and may seek appointment as lead plaintiff, Robbins Geller does not 
recommend that the Fund do so.  Most often, Courts appoint the investor(s) with the largest 
financial loss as the lead plaintiff in accordance with strict guidelines imposed by the Private 
Securities Litigation Reform Act of 1995 (the “PSLRA”).  Robbins Geller currently represents 
several clients who sustained larger financial losses than those suffered by the Fund in this case.  
These clients intend to seek appointment as lead plaintiff, which makes it unnecessary for the Fund 
to file a motion in this regard. 

II.  FACTUAL BACKGROUND 

American Realty is a self-managed commercial real estate investment trust (“REIT”) 
focused on investing in single-tenant freestanding commercial properties subject to net leases with 
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high credit quality tenants.  American Realty owns approximately 4,400 properties that total more 
than 99 million square feet of leasable space.  Additionally, American Realty acquires and manages 
assets on behalf of the Cole Capital® non-traded REITs, managing nearly $30 billion of high 
quality real estate located in 49 states, as well as Washington D.C., Puerto Rico and Canada.  The 
Company’s stock is listed and trades on NASDAQ under the ticker ARCP. 

American Realty admitted that its financial results for the quarters ended March 31, 2014 
and June 30, 2014 were false and could no longer be relied upon because of certain intentional 
accounting errors.  In the wake of this revelation, the Chief Financial Officer and Chief Accounting 
Officer resigned.  Upon this news, the price of American Realty’s common stock fell by 30% over 
several days, eliminating more than $3 billion in the Company’s market capitalization.  In addition, 
the Federal Bureau of Investigation (“FBI”), the Securities and Exchange Commission (“SEC”), the 
U.S. Attorney for the Southern District of New York, and various state regulators, including the 
Secretary of the Commonwealth of Massachusetts, have opened investigations into the accounting 
errors. 

The complaints filed in this action assert claims under Sections 10(b) and Section 20(a) of 
the Securities Exchange Act of 1934, and allege that defendants1 issued materially false and 
misleading statements during the Class Period (May 6, 2013 to October 29, 2014) regarding the 
Company’s financial results.  Specifically, the complaints allege that the Company failed to 
properly report its adjusted funds from operations (“AFFO”), a common measure of REIT 
performance that reflects its net income, including write-downs, depreciation, and amortization, but 
not including profits or losses from the sale of property.  As a result, the Company overstated its 
AFFO by tens of millions of dollars for the fiscal periods ended March 31, 2014 and June 30, 2014.  
In addition, the Company has acknowledged that it lacked adequate internal controls and 
procedures over financial reporting and disclosures. 

Before the market opened on October 29, 2014, American Realty announced that its AFFO 
had been intentionally overstated during the first two quarters of 2014, and that the Company’s 
Form 10-K for its fiscal year ended December 31, 2013 and its Forms 10-Q for the first and second 
quarters of 2014 should no longer be relied upon.  The Company’s press release stated, in part: 

“The accounting issues are unacceptable and we are taking the personnel and 
other actions necessary to ensure that this does not happen again.  As disappointed as 
I am, I do not believe that this impairs, in any meaningful way, what is important 
about our Company – the high quality and diversification of our real estate assets, 
the depth and strength of our management team, the strong and predictable cash 
flows from our leases, the strength of our balance sheet and the size of our market 
opportunity,” said David S. Kay, Chief Executive Officer of ARCP. 

                                                 
1 The defendants in this action include American Realty Capital Properties, Inc., Nicholas S. Schorsch, David S. 
Kay, Brian S. Block, Lisa P. McAlister, Peter M. Budko, Lisa E. Beeson, William M. Kahane, Edward M. Weil, Jr., 
Leslie D. Michelson, Edward G. Rendell and Scott J. Bowman (collectively, the “defendants”). 
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* * * 

The Audit Committee’s investigation conducted to date has not uncovered 
any errors in the consolidated financial statements (prepared in accordance with U.S. 
GAAP) for the three months ended March 31, 2014.  However, based on the 
preliminary findings of the investigation, the Audit Committee believes that the 
Company incorrectly included certain amounts related to its non-controlling interests 
in the calculation of adjusted funds from operations (“AFFO”), a non-U.S. GAAP 
financial measure, for the three months ended March 31, 2014 and, as a result, 
overstated AFFO for this period.  The Audit Committee believes that this error was 

identified but intentionally not corrected, and other AFFO and financial statement 

errors were intentionally made, resulting in an overstatement of AFFO and an 

understatement of the Company’s net loss for the three and six months ended 
June 30, 2014. 

* * * 

The Audit Committee has indicated that nothing has come to its attention that 
leads it to believe that there are any errors in the Company’s previously issued 
audited consolidated financial statements for the fiscal year ended December 31, 
2013 contained in the Company’s 2013 Form 10-K.  However, the Audit Committee 
has expanded its investigation to encompass the Company’s audited financial 
statements for this period in light of the fact that the Company’s former Chief 
Financial Officer and former Chief Accounting Officer had key roles in the 
preparation of those financial statements. 

* * * 

The Company will work with the Audit Committee and the Audit 
Committee’s independent advisors to determine the adjustments required to be made 
to the Company’s previously issued financial statements, including the calculation of 
AFFO, as expeditiously as possible.  Upon completion of this process, which could 
identify further required adjustments in addition to those discussed above, the 

Company will restate prior financial statements and amend its prior periodic 
filings to the extent required and update its earnings guidance at that time. 
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In response to this announcement, the price of American Realty’s stock dropped nearly 30% 

on very heavy volume of more than 230 million shares: 

 

Even more recently, on November 14, 2014, American Realty announced that it would 
delay filing its third quarter financial reports until January 5, 2015, while external auditors 
conducted a review of American Realty’s 2013 and 2014 financial statements.  The false financial 
reporting to which American Realty has admitted thus far is merely the tip of the iceberg; there are 
myriad other issues at the Company involving unconsolidated entities, corporate governance 
deficiencies and undisclosed payments to executives. 

At the time of its IPO in 2011, American Realty was a relatively modest-sized entity, with 
approximately $132 million in assets at year-end 2011.  Within three years, through a series of 
complicated and, in several cases opaque, related-party transactions, the Company grew into a $20 
billion behemoth, and now touts itself as the largest publicly traded net lease REIT in the nation.  
These transactions have made defendant Schorsch a billionaire, in large part because of American 
Realty’s performance-based compensation pool, which is one of the largest compensation pools in 
the REIT industry.  In June of this year, American Realty shareowners, led by Institutional 
Shareholders Services Inc. and Glass, Lewis & Co., voted against American Realty’s proposed 
$221.1 million executive-incentive pool, from which Mr. Schorsch would have reportedly received 
$28.4 million in compensation in 2014 – making him the highest-paid REIT executive in the 
country. 

III.  LEGAL ANALYSIS 

The complaints currently filed in this case allege claims brought pursuant to Section 10(b) 
and Section 20(a) of the Securities Exchange Act of 1934.  To allege a viable Section 10(b) claim, a 
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plaintiff must allege (and ultimately prove) that the defendant: (1) made misstatements or omissions 
of material fact; (2) with scienter (i.e., knowledge or reckless disregard of the truth); (3) in 
connection with the purchase or sale of securities; (4) upon which the plaintiff relied; and (5) that 
the plaintiff’s reliance was the proximate cause of its injury.  In this case, the Company has already 
admitted several times that its officers, who were asked to resign, “intentionally” failed to correct 
known errors.  Robbins Geller believes that establishing materiality, reliance, loss and loss 
causation will be relatively straightforward given the market’s reaction to the disclosure on October 
29, 2014.  

As noted in Section I, above, although a Section 11 claim regarding the Secondary Offering 
is viable, to date no party with standing to assert this claim has filed an action against defendants. 2  
To state a claim under Section 11, a plaintiff must allege that: (1) it purchased a security, traceable 
to a registration statement filed with the SEC; (2) the defendant is the issuer or participated in the 
offering and occupied a position described in Section 11(a) (i.e., was a director or underwriter); and 
(3) the registration statement contained an untrue statement of a material fact or omitted to state a 
material fact required to be stated therein or necessary to make the statements therein not 
misleading.  Section 11 claims are far easier to establish than those brought pursuant to Sections 

10(b) and 20(a) because they impose strict liability on defendants for false and/or omitted 
statements and do not require that a plaintiff plead or prove fraud.  American Realty’s admission 
of intentionally falsified financial statements makes a Section 11 claim particularly strong in this 
case.  A Section 11 claim is also favorable because it allows a plaintiff to recoup damages against 
not only the Company and the Board of Directors, but also from each of the underwriters.  The 
underwriters of the Secondary Offering in this action include Bank of America, Merrill Lynch, 
Citigroup, Barclays, J.P. Morgan, Capital One Securities, Credit Suisse, Deutsche Bank Securities 
and Wells Fargo Securities.   

American Realty’s market capitalization exceeds $8 billion, and as of June 2014, the 
Company had approximately $190 million in cash and cash equivalents on its balance sheet.  It is 
likely that the Company also has a Directors and Officers insurance policy that exceeds $20 million 
in coverage.  As a result, assuming the case survives the motion to dismiss stage, the Company will 
likely be able to withstand a substantial settlement demand or jury verdict. 

IV.  CONCLUSION 

Given that no other plaintiff with standing to assert a Section 11 claim related to the 
Secondary Offering has filed a complaint, it is important that the Fund preserve these claims for 
both itself and the class by serving as a named plaintiff and filing a complaint in this action.  
Without the Fund’s participation as a named plaintiff, American Realty’s shareholders’ claims 

                                                 
2 Although one of the filed complaints purports to assert Section 11 claims related to the Secondary Offering, the 
individual plaintiff who filed this action did not purchase any American Realty common stock pursuant to the 
Secondary Offering.  As a result, this plaintiff does not have standing to assert a Section 11 claim on behalf of 
American Realty shareholders. 
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concerning the Secondary Offering will not be pursued and the Fund will have no ability to recover 
its losses related to its Section 11 claim.  Robbins Geller believes it is important for the Fund to 
pursue this action given its financial loss, the market’s strong reaction to the admission of 
intentional wrongdoing at the Company, and the ongoing investigations launched by the FBI and 
SEC.   

A retainer agreement, certification, and complaint filed by Robbins Geller are attached to 
this memorandum.  Should the Fund decide to follow the Firm’s recommendation and pursue this 
action as a named plaintiff, please send the signed retainer and certification to Stephanie Schroder 
at stephs@rgrdlaw.com no later than December 19th.  

Please let us know if you require any additional information or have any questions.  Robbins 
Geller would be honored to represent the Fund in this case. 
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Mark Boghich

From: Babiec, Mark @ Philadelphia <Mark.Babiec@CBREClarion.com>
Sent: Thursday, December 11, 2014 2:42 PM
To: Mark Boghich
Cc: Debbie Hodo; Eva Dyer; Jill Wood
Subject: RE: Clarion: Real Estate Investment Presentation
Attachments: Tampa - ARCP.pdf

Mark –  
 
Thank you again for your time this morning!  In follow‐up to our discussion, here is a summary of the facts as they 
pertain to American Realty Capital Properties, Inc. (Ticker: ARCP).  
 
ARCP issued a press release on October 29, which materially impacted its share price (down 20% in that day’s 
trading).  We did not trade our position based on the news. 
 
Here is a summary of the October 29 announcement from ARCP: 
 

         ARCP issued a press release announcing that investors cannot rely on previously issued financial statements for 
fiscal year ended December 31, 2013, as well as for the  fiscal periods ended March 31, 2014 and June 30, 2014.

 

         ARCP’s Audit Committee was informed of the matter internally on September 7, 2014 and has been conducting 
an investigation with independent counsel and forensic experts since that time. 

 

         The matter relates to the calculation of non‐controlling interests, which is a component of the AFFO (Adjusted 
Funds from Operations) calculation. 

 

         The findings do not materially affect GAAP earnings.  The adjustment is a non‐cash number, ($0.03) in 1Q14.  In 
2Q, there is a ($0.01) adjustment to GAAP earnings, related to an expense accrual not being accounted for 
properly.  On an aggregate basis, it amounts to $11M.  On a company of this size, with $1.2B of NOI annually, it 
is not a big number.   

 

         The errors were intentionally not corrected by the CFO, even though ARCP believes they were identified and 
known. 

 

         ARCP’s CFO and CAO resigned. 
 

         Since both the CFO and CAO were signatories to the representation letters, the investigation on prior periods is 
ongoing. 

 
ARCP’s management held a follow up call at 3:30PM on the afternoon of October 29 and gave a thoughtful, thorough 
explanation of how the error was discovered, the forensic accountants findings, and the view that these non‐cash 
charges are related to just 2Q14 and 3Q14 and are not recurring. 
 

         Management believes there will be no restatements to past year’s audited financials.  They will restate 1Q and 
2Q financials. 

 

         It was reiterated at the time that these restatements have no direct impact on dividend (shares are now 
yielding 10%+), net operating income, net asset value, and no impact to financial covenants. 
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The CEO and CFO of ARCP attended the NAREIT conference in early November, and met with investors and analysts.  The 
investigation is still ongoing, but the company is listening to investor feedback and the CEO is trying to be as transparent 
as possible. 
 
On November 14, 2014, the company announced that their lenders granted a consent, waiver and extension on its credit 
line related to the delivery of the company’s 3Q14 financial statements, until Jan. 5, 2015.  The company could have 
been in technical default for the untimely filing of the 3Q financial statement.  In a short conference call, CEO David Kay 
said that the company is working diligently to file 3Q14 and re‐file 2013, 1Q14 and 2Q14 before that time.  We felt that 
this move by the lender group was a positive and seemed supportive of the company. 
 
The stock seems to have stabilized and improved after a.) Kay’s decision to go to the NAREIT conference and b.)news of 
the waiver came out.   
 
News we are now waiting on: 

         Filing of the financial statements by the Jan. 5th lender‐imposed deadline. 

         News of a possible dividend cut.  Retained capital is the company’s cheapest form of capital.  The company 
could decide that this is the best course of action, in order to allow the company to have some flexibility in the 
future.  The company could have capital to commence a stock buyback, given that the stock is trading below 
NAV.  The peer group all have dividend yields in the 4‐6% range.   

         The decision to have founder Nick Schorsch depart from the Board, and have ARCP continue to disassociate 
from the ARC enterprise. 

 
Our investment thesis for ARCP is based on what we view as an attractively‐valued triple net lease company, trading at a 
discount to underlying asset value.  We believe the market has overreacted to the initial news. 
 
We hold ARCP across several strategies including the global strategy, in which you are invested.  As of close of business 
last night, ARCP comprised an approximate 1% position in your portfolio.  We are overweight ARCP relative to the 
benchmark, as shown in the data below. 
 

                                % Portfolio                 % B’mark             Relative Bet 
City of Tampa                                                 0.98%                    0.68%                    +0.30% 

 
I have attached a PDF which details our year‐to‐date activity with respect to ARCP.   The first two pages highlight the 
transactions made year‐to‐date,  The third page is a realized gain/loss report.  The fourth page shows the value of the 
position, along with the unrealized loss at close of business December 11.  Please note, we are not official book and 
record and our numbers may differ slightly from your Custodian, who is the official book and record. 
 
Should there be any material developments with respect to ARCP, I will provide you with a timely update. 
 
Please let me know if you have any questions or need any additional information.   
 
Sincerely,  
Mark 
 
 
Mark J. Babiec, CFA, FRM, CAIA | Senior Vice President 
CBRE Clarion Securities  
201 King of Prussia Road, Suite 600 | Radnor, PA 19087 
T 610 995 8980 | F 610 995 8919  
mark.babiec@cbreclarion.com | www.cbreclarion.com  
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Asset Consulting Group’s Monthly Report 
as of November 30, 2014  

will be available at the Meeting. 
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REGULAR MEETING AGENDA 
TUESDAY – OCTOBER 21, 2014  

 

 

 
 
 
 

Asset Consulting Group’s Monthly Report 
as of November 30, 2014  

will be available at the Meeting. 
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as of November 30, 2014  

will be available at the Meeting. 
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General Employee Retirement Fund 

 
Fund’s Net Investment Return 

 
Actual Rate of Return for the Period 

October 1, 2013 – September 30, 2014 
 

DROP Option 1: +9.53% 
 
 
 
 
 
 
 
 

Past Performance is not an indicator of Future Results. 
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CITY OF TAMPA, FLORIDA
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
GENERAL EMPLOYEES RETIREMENT FUND
FOR THE PERIOD ENDING SEPTEMBER 30, 2014

ADDITIONS Beginning Assets Available + ( (Total Contributions - Total Deductions) / 2 )
Contributions:  

Employer $ 22,680,603 Or

Employees 88,579 59,646,861

Total contributions 22,769,183 636,572,663 + (  ( 22,769,183 - 43,813,127 ) / 2 )

Investment earnings:

Interest and dividends 11,498,720 Or

Net increase (decrease) in the fair value of investments 51,391,812

Total investment earnings (loss) 62,890,532 59,646,861

Less investment expense 3,243,671 636,572,663 + (10,521,972)   

Net investment earnings (loss) 59,646,861

Total additions, net 82,416,044 Or

DEDUCTIONS 59,646,861

Pension benefits 43,538,924 626,050,691    

Administrative expenses 274,203 Or

Total deductions 43,813,127

Change in net assets 38,602,916 9.53% (For the period 10/01/13- 09/30/14)
Net Assets - September 30, 2013 636,572,663    
Net Assets - September 30, 2014 $ 675,175,579

  

Net Investment EarningsFund

General
Employees
Retirement

Calculation Of Net Investment Rate Of Return
   For The Period From 10/01/2013 - 09/30/2014
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General Employee Retirement Fund 

Actual 2a‐7 Money Market Fund 
Rate of Return 

(Low Risk, Variable Rate) 
 

October 1, 2013 – September 30, 2014 

 

DROP Option 2: + .01% 
 
 
 
 
 
 
 

Past Performance is not an indicator of Future Results. 
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General Employee Retirement Fund 

 
JP Morgan Funds – Daily Rate  

For U.S. Government Money Market 
 

Annualized Rate of Return 
as of December 1, 2014 

 
DROP Holding Account Rate: + 0.01% 

 
 
 
 
 
 

Account where DROP participants’ funds are held until Payout Date. 

 
Past Performance is not an indicator of Future Results. 
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JPMorgan Funds - Daily Rate Report
12/01/2014

TA
Fund #

Fund Name Ticker Distribution
Factor*

1 Day
Simple

7 Day
Avg

7 Day
SEC

30 Day
Avg

WAM WAL Net Assets

Agency
VMIXX  0.02%  0.02%  0.01%  0.01%0.000000548 Prime MM 349  51 115,354,423,574.3081
AJLXX  0.02%  0.02%  0.01%  0.01%0.000000548 Liquid Assets MM 3909  53 18,514,282,084.7681
OGAXX  0.02%  0.02%  0.01%  0.01%0.000000548 U.S. Government MM 1603  50 62,082,344,338.7576
AJTXX  0.01%  0.01% 0.00%  0.01%0.000000205 U.S. Treasury Plus MM 3917  50 12,353,825,104.9456
VFIXX  0.03%  0.03%  0.02%  0.02%0.000000822 Federal MM 355  44 4,698,172,859.7776
VPIXX  0.01%  0.01% 0.00%  0.01%0.000000274 100% U.S. Treas MM 676  50 23,769,600,630.6766
VTIXX  0.03%  0.03%  0.01%  0.01%0.000000822 Tax Free MM 244  29 18,678,943,452.4329
JMAXX  0.04%  0.04%  0.01%  0.02%0.000001206 Municipal MM 3953  34 2,763,931,090.0034

FOR REPORTING PURPOSES ONLY/NOT TO BE USED AS ADVERTISING OR SALES LITERATURE

Must be preceded by a prospectus

Past performance is not a guarantee of future results. Current performance may be higher or lower than the performance data shown. 

An investment in a money market fund is not insured by the FDIC or any other government agency. Although money market funds strive to preserve the value of the investment at $1.00 per share, it is possible to 
lose money by investing in a money market fund.

The Funds may currently be waiving certain fees and expenses.  Please note the removal of the waiver would reduce returns.

JPMorgan Funds are distributed by JPMorgan Distribution Services, Inc., which is an affiliate of JPMorgan Chase & Co. Affiliates of JPMorgan Chase & Co. receive fees for providing various services to the 
Funds. JPMorgan Distribution Services, Inc., member FINRA/SIPC. 

*Friday's factor includes the weekend.
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LONGEVITY RETIREMENTS

Employee Employee Date of Date Separation

Number Name Birth Hired Date Yrs Mos Department

49259‐00 Ramiro Vega 6/27/1951 8/20/2007 11/15/2014 6 3 Water

DROP TO LONGEVITY 

Employee Employee Date of Date Exit Drop

Number Name Birth Hired Date Yrs Mos Department

26347‐00 Richard Evans 10/4/1955 12/17/1979 11/14/2014 30 0 DPW

19948‐00 Paul Comellas 5/29/1953 11/26/1974 11/29/2014 30 0 Parks & Rec.

DEFERRED TO LONGEVITY RETIREMENTS

Employee Employee Date of Date Separation Service

Number Name Birth Hired Date Yrs Mos Department

44828‐00 Anthony Mucci 12/10/1952 9/28/1998 1/5/2006 7 3 Water

22058‐00 Ira Bruton 12/26/1952 1/27/1986 7/3/2010 24 4 Solid Waste

32740‐00 Mickie Mashburn 12/7/1952 10/11/1985 5/6/2005 7 0 Police

32952‐00 Varghese Jacob 12/14/1952 2/11/1986 8/8/2008 22 6 Solid Waste

12366‐00 Mark Oural 11/25/1952 4/26/1993 3/20/2006 12 11 Water

SPOUSE BENEFITS

Number Spouse Decedent  Death

20461‐01 Stella Gorga Louis Gorga 7/19/2014

01896‐01 Christine Davis Arthur Davis Jr. 11/19/2014

36250‐01 Gloria Watkins Ralph Watkins 11/30/2014

48860‐01 Magalie Rivas Jose Rivas 7/2/2014

ESTATE PAYMENTS

Employee Date of

Number Beneficiary Decedent  Death

02179‐80 Myra Jackson Fannie Durant 9/14/2014

01711‐80 Farris Van Pelfrey  Frances Pelfrey  10/16/2014

DEATH BENEFIT PAYMENTS

Employee Date of

Number Beneficiary Decedent  Death

48860‐80 Magalie Rivas Jose Rivas 7/2/2014

31520‐80 Estate of April Boyett April Boyett 6/22/2014

Service

City of Tampa 

General Employees Retirement Fund

Retirement Benefits & Estate Payments

Consent Agenda

December 16, 2014

Service
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