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AGENDA  
 

A REGULAR MEETING OF THE BOARD OF INVESTMENTS 
 

LOS ANGELES COUNTY EMPLOYEES RETIREMENT ASSOCIATION 
 

300 N. LAKE AVENUE, SUITE 810, PASADENA, CA 91101 
 

9:00 A.M., WEDNESDAY, OCTOBER 9, 2024* 
 

This meeting will be conducted by the Board of Investments both in person and 
by teleconference under California Government Code Section 54953(b), (f). 

 
Any person may view the meeting in person at LACERA’s offices or online at  

https://LACERA.com/leadership/board-meetings.   
 

Teleconference Locations for Trustees and the Public under California 
Government Code Section 54953(b). 

6526 Ocean Crest Drive Rancho Palos Verdes, CA 90275 
 

The Board may take action on any item on the agenda, 
and agenda items may be taken out of order.  

 
  

 
I. CALL TO ORDER 

 
II. PLEDGE OF ALLEGIANCE 

 
III. PROCEDURE FOR TELECONFERENCE MEETING ATTENDANCE 

UNDER AB 2449, California Government Code Section 54953(f) 
 

A. Just Cause 
B. Action on Emergency Circumstance Requests 
C. Statement of Persons Present at AB 2449 Teleconference Locations 

 
IV. APPROVAL OF MINUTES  
 

A. Approval of the Minutes of the Regular Meeting of September 10, 
2024 

B. Approval of the Minutes of the Regular Meeting of September 11, 
2024 
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V. PUBLIC COMMENT  
(Members of the public may address the Board orally and in writing. To provide 
Public Comment, you should visit https://LACERA.com/leadership/board-meetings 
and complete the request form by selecting whether you will provide oral or written 
comment from the options located under Options next to the Board meeting. 

 
If you select oral comment, we will contact you via email with information and 
instructions as to how to access the meeting as a speaker. You will have up to 3  
minutes to address the Board. Oral comment request will be accepted up to the 
close of the Public Comment item on the agenda. 
 
If you select written comment, please input your written public comment or 
documentation on the above link as soon as possible and up to the close of the 
meeting. Written comment will be made part of the official record of the meeting. If 
you would like to remain anonymous at the meeting without stating your name, 
please leave the name field blank in the request form. If you have any questions, 
you may email PublicComment@lacera.com.) 
 

VI. EXECUTIVE UPDATE 
 

A. Chief Investment Officer’s Report  
 

B. Member Spotlight 
 

C. Chief Executive Officer’s Report  
 
VII. CONSENT ITEMS 

 
A.      2024 Audit, Compliance, Risk, and Ethics (ACRE) Committee  

Charter  
Recommendation as submitted by Debbie Martin, Chair, Audit 
Committee: That the Board approve and adopt the 2024 Audit, 
Compliance, Risk, and Ethics (ACRE) Committee Charter. 

                  (Memo dated September 23, 2024) 
 

B.   Ethics and Compliance Program Charter  
Recommendation as submitted by Debbie Martin, Chair, Audit 
Committee: That the Board approve the proposed Ethics and 
Compliance Program Charter. (Memo dated September 23, 2024) 
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VII.  CONSENT ITEMS (Continued) 
 

C.   Ethics and Compliance Program Foundational Work Plan  
Recommendation as submitted by Debbie Martin, Chair, Audit 
Committee: That the Board review and approve the proposed Ethics 
and Compliance Program Foundational Work Plan.  
(Memo dated September 23, 2024) 
 

VIII. NON-CONSENT ITEM 
 

A.      Actuarial Funding Policy and Interest Crediting Policy Approval 
Recommendation as submitted by Luis A. Lugo, Deputy Chief 
Executive Officer, Laura Guglielmo, Assistant Executive Officer, JJ 
Popowich, Assistant Executive Officer, Steven P. Rice, Chief Counsel, 
Vache Mahseredjian, Principal Investment Officer, Ted Granger, Chief 
Financial Officer: That the Board a) Adopt the revised Actuarial 
Funding Policy effective for the fiscal year beginning July 1, 2024 and 
b) Adopt a separate Interest Crediting Policy for Reserve Accounts 
effective for the fiscal year beginning July 1, 2024. 
(Memo dated September 26, 2024) 

 
B.   Approval of LACERA and SEIU MOU Bargaining Units 850 and 851   

Amendment and Tentative Agreement 
Recommendation as submitted by Santos H. Kreimann, Chief 
Executive Officer: That the Board direct management to join the 
Represented Staff Members in signing the Memorandums of 
Understanding (MOU) amendment incorporating the Tentative 
Agreements for LACERA Administrative, Technical, Clerical, and Blue-
Collar Bargaining Unit (Unit 850) and LACERA Supervisory Bargaining 
Unit (Unit 851) and request administrative approval from the Los 
Angeles County Board of Supervisors. (Memo dated September 26, 
2024) 
 

C.   Non-Represented and Management Staff Salary Adjustments 
   Recommendation as submitted by Santos H. Kreimann, Chief     

Executive Officer: That the Board approve salary adjustments for Non-
Represented and Managerial Appraisal and Performance Plan 
(MAPP) Classifications at levels consistent as those granted to 
Represented Staff Members, and direct Management to request 
administrative approval from the Los Angeles County Board of 
Supervisors. (Memo dated September 26, 2024) 
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IX.   REPORTS  
 
A.   LACERA’s Rehired Retiree Program Audit Fiscal Year Ended June 

30, 2023, and 2024 
Debbie Martin, Audit Committee Chair 
(For Information Only) (Memo dated September 20, 2024) 

 
B. 2025 STAR COLA Program Cost 

Ted Granger, Chief Financial Officer 
(For Information Only) (Memo dated September 23, 2024) 
 

C.  Legal Projects 
Christine Roseland, Senior Staff Counsel 
(For Information Only) (Memo dated September 30, 2024) 

 
D.  Monthly Status Report on Legislation 

 Barry W. Lew, Legislative Affairs Officer 
 (For Information Only) (Memo dated September 24, 2024) 

 
E.   Monthly Trustee Travel & Education Report – August 2024 

 Ted Granger, Chief Financial Officer 
 (For Information Only) (Memo dated September 20, 2024) 

 
F.   September 2024 Fiduciary Counsel Contact and Billing Report 

Steven P. Rice, Chief Counsel 
(For Information Only) (Memo dated September 23, 2024) 
(Privileged and Confidential/Attorney-Client Communication/Attorney 
Work Product and Exempt from Disclosure under California 
Government Code Sections 7927.705, 54957.5(a)) 
 

X. ITEMS FOR STAFF REVIEW 
(This item summarizes requests and suggestions by individual trustees during the 
meeting for consideration by staff. These requests and suggestions do not constitute 
approval or formal action by the Board, which can only be made separately by motion on 
an agendized item at a future meeting.) 
 

XI. ITEMS FOR FUTURE AGENDAS 
(This item provides an opportunity for trustees to identify items to be included on a future 
agenda as permitted under the Board’s Regulations.) 
 

XII. GOOD OF THE ORDER 
(For Information Purposes Only) 
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XIII.  EXECUTIVE SESSION 
 

A. Conference with Staff and Legal Counsel to Consider the Purchase 
 or Sale of Particular, Specific Pension Fund Investments  
  (Pursuant to California Government Code Section 54956.81)   

 
1. Private Equity Investment Update - I 

Derek Kong, Investment Officer 
Calvin Chang, Senior Investment Analyst 
(For Information Only) (Memo dated September 11, 2024) 
 

2. Private Equity Investment Update - II 
Didier Acevedo, Investment Officer 
Calvin Chang, Senior Investment Analyst 
(For Information Only) (Memo dated September 12, 2024) 

 
3. Mill Point Capital Partners III, L.P. 

Christopher J. Wagner, Principal Investment Officer  
Derek Kong, Investment Officer 
(For Information Only) (Memo dated September 10, 2024) 

 
4. InfraVia European Fund VI SCSp  

Green Oak SCSp 
James Rice, Principal Investment Officer 
Pushpam Jain, Investment Officer 
Terra Elijah, Senior Investment Analyst 
Stephanie Xia, Senior Investment Analyst 
(For Information Only) (Memo dated September 25, 2024) 
 

        B.   Public Employee Performance Evaluation 
(Pursuant to Paragraph (1) of Subdivision (b) of California 
Government Code Section 54957) 

 
1. Title: Chief Investment Officer 

 
XIV. ADJOURNMENT 
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*Although the meeting is scheduled for 9:00 a.m., it can start anytime thereafter, 
depending on the length of the Committee meeting preceding it. 
 
Documents subject to public disclosure that relate to an agenda item for an open 
session of the Board of Investments that are distributed to members of the Board 
of Investments less than 72 hours prior to the meeting will be available for public 
inspection at the time they are distributed to a majority of the Board of Investments 
Trustees at LACERA’s offices at 300 N. Lake Avenue, Suite 820, Pasadena, CA 
91101, during normal business hours of 8:00 a.m. to 5:00 p.m.  Monday through 
Friday and will also be posted on lacera.com at the same time, Board Meetings | 
LACERA. 
 
Requests for reasonable modification or accommodation of the telephone public 
access and Public Comments procedures stated in this agenda from individuals 
with disabilities, consistent with the Americans with Disabilities Act of 1990, may 
call the Board Offices at (626) 564-6000 from 8:00 a.m. to 5:00 p.m. Monday through 
Friday or email PublicComment@lacera.com, but no later than 48 hours prior to 
the time the meeting is to commence. 



 
 

 

 
 
 
 
 
 
 
 
 

 
MINUTES OF A SPECIAL MEETING OF THE BOARD OF INVESTMENTS 

 

AND BOARD OF RETIREMENT  
 

LOS ANGELES COUNTY EMPLOYEES RETIREMENT ASSOCIATION 
 

HILTON HOTEL | 100 W GLENOAKS BLVD, GLENDALE, CA 91202 
 

8:30 A.M., TUESDAY, SEPTEMBER 10, 2024 
 

This meeting was conducted by the Board of Investments and Board of Retirement 
both in person and by teleconference under California Government Code Section 

54953(b), (f). 
 

 Teleconference Locations for Trustees and the Public under California Government 
Code Section 54953(b).  

Northeastern University - Ryder Hall 11 Leon St, Rm 285, Boston, MA 02115 
 

 
TRUSTEES PRESENT 
 

Patrick Jones, Chair (Teleconference under 54953(b)) 
 

David Ryu, Vice Chair (Joined the meeting at 8:54 a.m.) 
 
Trevor Fay (Joined the meeting at 8:54 a.m.) 
 
Jason Green (Joined the meeting at 9:46 a.m.) 
 
Mike Gatto (Joined the meeting at 8:48 a.m.) 
 
Elizabeth Ginsberg (Joined the meeting at 8:40 a.m.) 

 
 Debbie Martin 

 
Nicole Mi 
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TRUSTEES ABSENT 
 

Third Member, Seat Vacant  
 
 
STAFF, ADVISORS, PARTICIPANTS: 

 
Jonathan Grabel, Chief Investment Officer 
 
Santos Kreimann, Chief Executive Officer 
 
Jude Pérez, Deputy Chief Investment Officer 
 
Luis Lugo, Deputy Chief Executive Officer 
 
Steven P. Rice, Chief Counsel 

 

JJ Popowich, Assistant Executive Officer 
 

Laura Guglielmo, Assistant Executive Officer 
 

Scott Zdrazil, Principal Investment Officer 
 
Christopher J. Wagner, Principal Investment Officer  
 
Vache Mahseredjian, Principal, Investment Officer 
 
Esmeralda V. del Bosque, Principal Investment Officer 
 
Jim Rice, Principal Investment Officer 
 
Dale Johnson, Senior Investment Officer 
 
Chad Timko, Senior Investment Officer 
 

  Terri Herubin, Senior Investment Officer 
 
  Magdalia Armstrong, Senior Investment Analyst 
 

Mel Tsao, Senior Investment Analyst 
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STAFF, ADVISORS, PARTICIPANTS (Continued) 
 

Terra Elijah, Senior Investment Analyst 
 
Pushpam Jain, Investment Officer 
 
Adrian Gonzalez, Senior Investment Analyst 
 
StepStone Group LP (Equity Consultants) 

Jose Fernandez, Partner  
 

StepStone Group LP (Real Estate Consultants) 
Thomas Hester, Partner  

 
Meketa Investment Group (General Investment Consultants) 

Timothy Filla, Managing Principal 
Aysun Kilic, Managing Principal 
Leandro Festino, Managing Principal 

 
Albourne (Illiquid Credit, Real Assets and Hedge Funds Consultants) 

Steven Kennedy, Partner 
James Walsh, Partner 
Ashli Aslin, Senior Analyst – Real Assets and Infrastructure 

 
Lazard 

General John Abizaid, Senior Advisor 
 

Trellix 
Bryan Palma, Chief Executive Officer 
 

Columbia University Center on Global Energy Policy 
Jonathan Elkind, Senior Advisor, WestExec Advisors, and Senior 
Research Scholar 
 

Macquarie Investment Group 
William Demas, Senior Managing Director and Head of Americas 
 

Ara Partners 
Troy Thacker, Co-Founder 
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STAFF, ADVISORS, PARTICIPANTS (Continued) 
 

Milliman 
Nick Collier, Principal 
 

State Street 
Lisa Rossi, Senior Vice President 
 

 
8:30 a.m.   Call to Order 
 

The meeting was called to order virtually by Chair Jones at 8:30 
a.m. at the Hilton Hotel in Glendale, CA. 

 
Pledge of Allegiance  

 
Procedure for Teleconference Meeting Attendance Under 
AB 2449, California Government Code Section 54953(f) 

 

A. Just Cause 
B. Action on Emergency Circumstance Requests 
C. Statement of Persons Present at AB 2449 Teleconference 

Locations 
 

No requests were received for Just Cause or Emergency 
Circumstances.  

 
Public Comment 
 
There were no requests from the public to speak. 

 
8:35 a.m.  Welcome & Opening Remarks 

Jonathan Grabel, Chief Investment Officer  
 
Chair Jones and Mr. Grabel made introductory comments. 
 
 
 
 
 
 

 



September 10, 2024 
Page 5 
 

 

8:45 a.m.   Macro and Geopolitical Environment  
Magdalia Armstrong, Senior Investment Analyst 
Jonathan Grabel, Chief Investment Officer 
General John Abizaid, Senior Advisor, Lazard 
 
This session provided an overview of the macro environment in 
the framework of current events and the geopolitical landscape 
and covered key insights from the unique perspective of General 
John Abizaid. 
 
Investments staff, consultants and guest speakers provided a 
presentation and answered questions from the Board.  The 
presentation materials were received and filed. 

 
10:30 a.m.   Break 
 
10:45 a.m.  Emerging Cyber Security Developments 

Mel Tsao, Senior Investment Analyst 
Bryan Palma, Chief Executive Officer, Trellix 

 
This session provided an overview of current cybersecurity 
trends, summarized the technology landscape and considered a 
hypothetical LACERA scenario. 

 

Investments staff, consultants and guest speakers provided a 
presentation and answered questions from the Board.  The 
presentation materials were received and filed. 

 

12:00 p.m.  Lunch 
 
1:00 p.m.   Investment Opportunities in the Energy Transition 

Scott Zdrazil, Principal Investment Officer 
Dale Johnson, Senior Investment Officer 
Terra Elijah, Senior Investment Analyst 
Ashli Aslin, Senior Analyst – Real Assets and Infrastructure, 
Albourne 
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1:00 p.m.  Investment Opportunities in the Energy Transition 
(Continued) 
 
Jonathan Elkind, Senior Advisor, WestExec Advisors, and Senior 
Research Scholar, Columbia University Center on Global Energy 
Policy 
William Demas, Senior Managing Director and Head of 
Americas, Macquarie Investment Group 
Troy Thacker, Co-Founder, Ara Partners 
 
The session provided background on LACERA’s policies, 
investment guidelines, portfolio exposures, and strategies to 
date related to the energy transition. In addition, the speakers 
addressed the evolving global policy and market environment.  

 
Lastly, LACERA’s investment managers provided an overview of 
current investments and strategies. 
 
Investments staff, consultants and guest speakers provided a 
presentation and answered questions from the Board.  The 
presentation materials were received and filed. 

 
2:30 p.m.  Break 
 
2:45 p.m.  Portfolio Liquidity 

Pushpam Jain, Investment Officer 
Adrian Gonzalez, Senior Investment Analyst 
Vache Mahseredjian, Principal Investment Officer 
Tim Filla, Managing Consultant, Meketa 
Nick Collier, Principal, Milliman 
Lisa Rossi, Senior Vice President, State Street  
 
This session provided an overview of liquidity sources and their 
impact on LACERA. The panel highlighted how various asset 
classes exhibit different liquidity levels. Lastly, there was a panel 
discussion on LACERA’s liquidity and its resilience in case of 
market decline. 
 
Investments staff, consultants and guest speakers provided a 
presentation and answered questions from the Board.  The 
presentation materials were received and filed. 
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4:15 p.m.  Closing Remarks & Good of the Order 
 

Mr. Grabel provided a meeting discussion summary. 

There being no further business to come before the Board, the 
meeting was adjourned at 3:40 p.m. 

 
 
 
 
 
 
 
 

                                             
            JASON GREEN, SECRETARY 

 
 
 

                     
            PATRICK JONES, CHAIR 

 
 
 

 



 
 

 
 
 
 
 
 
 
 
 
 

MINUTES OF A SPECIAL MEETING OF THE BOARD OF INVESTMENTS 
 

A SPECIAL MEETING OF THE BOARD OF INVESTMENTS 
 

AND BOARD OF RETIREMENT  
 

LOS ANGELES COUNTY EMPLOYEES RETIREMENT ASSOCIATION 
 

HILTON HOTEL | 100 W GLENOAKS BLVD, GLENDALE, CA 91202 
 

8:30 A.M., WEDNESDAY, SEPTEMBER 11, 2024 
 

This meeting was conducted by the Board of Investments and Board of Retirement 
both in person and by teleconference under California Government Code Section 

54953(b), (f). 
 

 Teleconference Locations for Trustees and the Public under California Government 
Code Section 54953(b).  

Northeastern University - Ryder Hall 11 Leon St, Rm 285, Boston, MA 02115 
 

 

TRUSTEES PRESENT 
 

Patrick Jones, Chair (Teleconference under 54953(b)) 
 

David Ryu, Vice Chair (Joined the meeting at 8:45 a.m.) 
 
Trevor Fay  
 
Jason Green (Joined the meeting at 9:02 a.m.) 
 

Mike Gatto (Teleconference Due to Just Cause under Section 54953 (f)) 
 
Elizabeth Ginsberg  

 
 Debbie Martin 

 
Nicole Mi 
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TRUSTEES ABSENT 
 

Third Member, Seat Vacant  
 
 
STAFF, ADVISORS, PARTICIPANTS: 

 
Jonathan Grabel, Chief Investment Officer 
 
Santos Kreimann, Chief Executive Officer 
 
Jude Pérez, Deputy Chief Investment Officer 
 
Luis Lugo, Deputy Chief Executive Officer 
 
Steven P. Rice, Chief Counsel 

 

JJ Popowich, Assistant Executive Officer 
 

Laura Guglielmo, Assistant Executive Officer 
 

Scott Zdrazil, Principal Investment Officer 
 
Christopher J. Wagner, Principal Investment Officer  
 
Vache Mahseredjian, Principal, Investment Officer 
 
Esmeralda V. del Bosque, Principal Investment Officer 
 
Jim Rice, Principal Investment Officer 
 
Dale Johnson, Senior Investment Officer 
 
Chad Timko, Senior Investment Officer 
 

  Terri Herubin, Senior Investment Officer 
 

Cindy Rivera, Investment Officer 
 

Didier Acevedo, Investment Officer 
 
Krista Powell, Investment Officer 
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STAFF, ADVISORS, PARTICIPANTS (Continued) 
 

Quoc Nguyen, Investment Officer 
 

Derek Kong, Investment Officer 
 
Calvin Chang, Senior Investment Analyst 

 
Mike Romero, Senior Investment Analyst 
 
StepStone Group LP (Equity Consultants) 

Jose Fernandez, Partner  
Elizabeth Ferry, Head of Operational Due Diligence 

 
StepStone Group LP (Real Estate Consultants) 

Thomas Hester, Partner  
 

Meketa Investment Group (General Investment Consultants) 
Timothy Filla, Managing Principal 

 
Albourne (Illiquid Credit, Real Assets and Hedge Funds Consultants) 

Steven Kennedy, Partner 
James Walsh, Partner 
 

  Hamilton Lane 
Douglas Ford, Head of Operational Due Diligence 
 

 
8:30 a.m.   Call to Order  
 

The meeting was called to order virtually by Chair Jones at 8:30 
a.m. at the Hilton Hotel in Glendale, CA 

 
Pledge of Allegiance  
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Procedure for Teleconference Meeting Attendance Under 
AB 2449, California Government Code Section 54953(f) 

 

A. Just Cause 
B. Action on Emergency Circumstance Requests 
C. Statement of Persons Present at AB 2449 Teleconference 

Locations 
 
A physical quorum was present at the noticed meeting location. 
There was one request received from Trustee Fay to attend by 
teleconference for Just Cause (A) Taking Care of a Child. 
Trustee Fay confirmed that there were no individuals 18 years of 
age or older present at the teleconference location.  

 

Public Comment 
 
There were no requests from the public to speak. 

 
8:35 a.m.  Welcome & Opening Remarks 

Jonathan Grabel, Chief Investment Officer  
 
Chair Jones and Mr. Grabel made introductory comments. 
 

8:45 a.m.   Operational Due Diligence 
Calvin Chang, Senior Investment Analyst 
Mike Romero, Senior Investment Analyst 
Douglas Ford, Head of Operational Due Diligence, Hamilton 
Lane 
Elizabeth Ferry, Head of Operational Due Diligence, StepStone 
 
This session defined Operational Due Diligence (ODD), 
differentiate ODD from Investment Due Diligence (IDD) and 
discussed the importance of ODD. In addition, this session 
examined the Consultants’ role in ODD regarding the process, 
monitoring tools, and case studies and, lastly, ODD benefits to 
Emerging Managers. 
 
Investments staff, consultants and guest speakers provided a 
presentation and answered questions from the Board.  The 
presentation materials were received and filed. 
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10:15 a.m.   Break 
 
10:30 a.m.  Evolution of LACERA’s Portfolio 

Cindy Rivera, Investment Officer 
Didier Acevedo, Investment Officer 
Krista Powell, Investment Officer 
Quoc Nguyen, Investment Officer 
 
The session discussed the proactive and intentional evolution of 
LACERA’s Portfolio in anticipation of greater financial needs to 
meet the obligations of its beneficiaries. The session highlighted 
accomplishments to date and present continued efforts LACERA 
is taking to meet future needs. 
 
Investments staff, consultants and guest speakers provided a 
presentation and answered questions from the Board.  The 
presentation materials were received and filed. 
 

11:45 p.m.  Closing Remarks & Good of the Order 
 

Mr. Grabel provided a meeting discussion summary. 
 

12:00 p.m.  Lunch 
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AGENDA 
A REGULAR MEETING OF THE BOARD OF INVESTMENTS  

                            1:00 P.M., WEDNESDAY, SEPTEMBER 11, 2024 
 

I. Call to Order 
 
The meeting was called to order virtually by Chair Jones at 11:30 a.m. at 
the Hilton Hotel in Glendale, CA. 
 

II. Approval of Minutes  
 

A. Approval of the Minutes of the Regular Meeting of August 14, 2024 
 

A motion was made by Trustee Fay, seconded by Trustee Martin, to 
approve the minutes of the Board of Investments meeting on August 
14, 2024. The motion passed by following roll call vote: 
 
Yes: Fay, Gatto, Ginsberg, Green, Jones, Martin, Mi, Ryu  

 

III. Executive Update 
 

A. Chief Investment Officer’s Report  
(For Information Only) 
 
This item was received and filed 
 

B. Member Spotlight  
(For Information Only) 
 
This item was received and filed 
 

C. Chief Executive Officer’s Report  
(For Information Only) 
 
This item was received and filed 
  

IV. Consent Items 
            

A.   Ratify Chief Negotiator – Irma Rodriguez Moisa 
Recommendation as submitted by Vivian Gray, Chair, Joint 
Organizational Governance Committee: That the Board ratify 
Irma Rodriguez Moisa to serve as LACERA’s Chief Negotiator 
for negotiations with Service Employees International Union 
(SEIU) Local 721. (Memo dated August 21, 2024) 
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IV. Consent Items (Continued) 
  
               B.     The PPI Executive Seminar and the Asia Pacific Roundtable 
   in Hong Kong on October 20-25, 2024 

Recommendation as submitted to approve attendance of 
Trustees at the PPI Executive Seminar and the Asia Pacific 
Roundtable in Hong Kong on October 20-25, 2024, and approve 
reimbursement of all travel costs incurred in accordance with 
LACERA’s Trustee Education and Trustee Travel Policies. 
(Memo dated August 18, 2024) 

 
A motion was made by Trustee Fay, seconded by Trustee Ryu,  
to approve Consent items A and B. The motion passed by the 
following roll call vote: 

  
Yes: Fay, Gatto, Ginsberg, Green, Jones, Martin, Mi, Ryu  

 
V.     Non-Consent Item 

 
A.     Investment-Related Procurement Policy  

Recommendation as submitted by Jonathan Grabel, Chief 
Investment Officer, Jude Pérez, Deputy Chief Investment Officer, 
Esmeralda del Bosque, Principal Investment Officer, Derek 
Kong, Investment Officer and Quoc Nguyen, Investment Officer: 
That the Board approve the adoption of the revised Investment-
Related Procurement Policy. (Memo dated September 4, 2024) 
 
A motion was made by Trustee Ryu, seconded by Trustee 
Ginsberg, to approve the recommendation. The motion passed 
by the following roll call vote:  

 
Yes: Fay, Gatto, Ginsberg, Green, Jones, Martin, Mi, Ryu  
 

VI.   Reports 
 
 A.  Actuarial Funding Policy and Interest Crediting Policy  
         Luis A. Lugo, Deputy Chief Executive Officer 
         Laura Guglielmo, Assistant Executive Officer 
         JJ Popowich, Assistant Executive Officer 
         Steven P. Rice, Chief Counsel 
         Vache Mahseredjian, Principal Investment Officer 
         Ted Granger, Chief Financial Officer 
         (Presentation) (Memo dated August 26, 2024) 
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   VI.   Reports (Continued) 
   

Messrs. Lugo, Granger and Ms. Dunning of Nossaman and Mr. 
Collier of Milliman provided a presentation and answered 
questions from the Board. This item was received and filed. 

 
 B.     LACERA Total Fund Quarterly Performance Book 
         Meketa Total Fund Quarterly Performance Book 
         Esmeralda del Bosque, Principal Investment Officer 
         Dale Johnson, Senior Investment Officer 
                           John Kim, Investment Officer 
                           Soniah Ginoyan, Senior Investment Analyst 
                           Kathryn Ton, Senior Investment Analyst 
                           (Presentation) (Memo dated August 26, 2024) 
 
  This item was received and filed. 

 
 C.   OPEB Trust Quarterly Performance Book 

 Meketa OPEB Trust Quarterly Performance Book  
 Esmeralda del Bosque, Principal Investment Officer 

  John Kim, Investment Officer 
  Soniah Ginoyan, Senior Investment Analyst 
  Kathryn Ton, Senior Investment Analyst 
  (Presentation) (Memo dated August 26, 2024) 
 
  This item was received and filed. 
 

D.   2025 Star COLA Program Cost 
Ted Granger, Chief Financial Officer 

 (For Information Only) (Memos dated August 26, 2024) 

  This item was received and filed. 
 

E.   Legal Projects 
  Christine Roseland, Senior Staff Counsel 
  (For Information Only) (Memo dated September 2, 2024) 
 

  This item was received and filed. 
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   VI.   Reports (Continued) 
 

F. Monthly Status Report on Legislation 
  Barry W. Lew, Legislative Affairs Officer 
  (For Information Only) (Memo dated August 22, 2024 
 
  This item was received and filed. 
 

G.   Monthly Trustee Travel & Education Reports – July       
2024 
Quarterly Trustee Travel & Education Reports – 4th Quarter 
Fiscal Year 2024  
Quarterly Staff Travel Report – 4th Quarter Fiscal Year 2024 
Ted Granger, Chief Financial Officer 
(For Information Only) (Memos dated August 23, 2024) 
 

  This item was received and filed. 
 

H.   August 2024 Fiduciary Counsel Contact and Billing      
Report 
Steven P. Rice, Chief Counsel 
(For Information Only) (Memo dated August 23, 2024)   
(Privileged and Confidential/Attorney-Client Communication/ 
Attorney Work Product and Exempt from Disclosure under 
California Government Code Sections 7927.705, 54957.5(a)) 
 

  This item was received and filed. 
 
VII. Items for Staff Review 
 

There was nothing to report. 
 
VIII.   Items for Future Agendas 

 
  There was nothing to report. 
 

IX. Good of the Order 
 

  There was nothing to report. 
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X. Executive Session 
 

A.   Conference with Staff and Legal Counsel to Consider the Purchase or    
Sale of Particular, Specific Pension Fund Investments (Pursuant to  
California Government Code Section 54956.81) 

 
1. Altor Climate Transition I (No. 1) AB, and 

Altor ACT Feeder LP (Co-Invest)  
James Rice, Principal Investment Officer 
Jain Pushpam, Investment Officer 
Terra Elijah, Senior Investment Analyst  
Stephanie Xia, Senior Investment Analyst 
(For Information Only) (Memo dated August 26, 2024) 
 
The Board received an information only memo reporting that 
LACERA’s Chief Investment Officer, within his Board-
approved authority, approved a commitment of €135 million 
($147 million) to Altor Climate Transition I (No. 1) AB, an 
energy transition fund focusing in industrial, consumer, and 
business services segments primarily in Northern Europe, 
and a commitment of €65 million ($71 million) to a LACERA-
dedicated co-invest vehicle, Altor ACT Feeder LP (Co-Invest). 

 
2. ARDIAN Infrastructure Fund VI S S.C.S., SICAV-RAIF 

ARDIAN Infra LA Co-Invest S.C.S. 
James Rice, Principal Investment Officer 
Jain Pushpam, Investment Officer 
Terra Elijah, Senior Investment Analyst  
Stephanie Xia, Senior Investment Analyst 
(For Information Only) (Memo dated August 29, 2024) 
 
The Board received an information only memo reporting that 
LACERA’s Chief Investment Officer, within his Board-
approved authority, approved a commitment of €200 million 
($218 million) to ARDIAN Infrastructure Fund VI S.S.C.S., 
SICAV-RAIF, an infrastructure fund targeting energy, 
transport, and telecom investments primarily in Western 
Europe, and a commitment of €100 million ($109 million) to a 
LACERA-dedicated co-invest vehicle, ARDIAN Infra LA Co-
Invest S.C.S. 
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X. Executive Session (Continued) 
 

3. One Item – I 
Dale Johnson, Senior Investment Officer 
Magdalia Armstrong, Senior Investment Analyst  
(For Information Only) (Memo dated August 23, 2024) 
 
The Board received an information only memo reporting that 
LACERA’s Chief Investment Officer, within his Board-
approved authority, terminated CornerCap Investment 
Counsel, Inc. as a global equity emerging manager. 

 
4. Update on Emerging Market Debt Mandates 

Vache Mahseredjian, Principal Investment Officer  
Chad Timko, Senior Investment Officer 
(For Information Only) (Memo dated August 30, 2024) 
 
The Board received an information only memo reporting that 
LACERA’s Chief Investment Officer, within his Board-
approved authority, initiated a full redemption from the 
emerging manager debt portfolios managed by Ashmore 
Investment Management and Aberdeen Asset Management. 

 
B.   Conference with Labor Negotiators (Pursuant to California   

Government Code Section 54957.6) 
 

1. Agency Designated Representatives: 
Chief Negotiator Irma Rodriguez Moisa, Carly Ntoya, Santos 
H. Kreimann, Luis Lugo, Laura Guglielmo, JJ Popowich, 
Annette Cleary, and Jasmine Bath 

 
Employee Organization: SEIU Local 721 
 

There is nothing to report. 

C.  Conference with Legal Counsel – Existing Litigation  
(Pursuant to Paragraph (1) of Subdivision (d) of California Government 
Code Section 54956.9) 
 

1. Number of Cases: 1 
Downtown Crenshaw Rising, et al. v. Deutsche Bank, et al,   
United States District Court, Central District of California Case 
2:24-cv-07266 

 
      There is nothing to report. 
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XI. Adjournment 

There being no further business to come before the Board, the meeting was 
adjourned at 12:40 p.m. 

 

 

 

                                             
            JASON GREEN, SECRETARY 

 
 
 

                     
            PATRICK JONES, CHAIR 
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Global Market Performance as of September 30, 2024

Source: Bloomberg

**Investment Grade Bonds Policy Benchmark - Barclays U.S. Aggregate Bond Index*Global Equity Policy Benchmark - MSCI ACWI IMI Index
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Update



Key Macro Indicators*

*The information on the “Key Macro Indicators” charts is the best available data as of 9/30/24 and may not reflect the current market and economic environment. 1. Bloomberg 3. FactSet
2. St. Louis Federal Reserve 4. FactSet

Sources:
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Key Macro Indicators*

*The information on the “Key Macro Indicators” charts is the best available data as of 9/30/24 and may not reflect the current market and economic environment.
1. Bloomberg 3. Bloomberg
2. Bloomberg 4. Office of Management and Budget; St. Louis Federal Reserve

Sources:
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02Portfolio Performance 
& Risk Updates
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Market Themes and Notable Items to Watch

Recent Themes

 The Federal Reserve met in September and decided to lower
the target range for the federal funds rate by 0.5 percentage
points to 4.75-5%

- This decision was influenced by progress in reducing
inflation and balancing economic risks

 Inflation showed further progress towards the Fed’s 2% target
but remained “somewhat elevated” according to the Federal
Reserve’s statement

 The  U.S.  10-year  Treasury  yield  ended September at
3.81%  after  being  3.88%  at  the  end  of  both  2022  and 
2023, 1.52% at the end of 2021, and 0.93% at the end of
2020

 Global equities (MSCI All Country World Investable Index) 
increased 2.3% in September

What to Watch

 Interest rates and central bank actions

 Economic data and trends
- Inflation, supply chains, and labor developments

 Macro conditions and geopolitical risks

 Artificial intelligence including research developments,
applications, and infrastructure investment

 Stewardship and ESG-related developments
- Council of Institutional Investors approves best practice

recommendation for companies with weighted voting rights to
disclose breakdown of voting results to distinguish founder
controlled votes
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1.2 66 / 57

80.8 1,593

Upside / Downside Capture (%)1

1 Reference portfolio = 60% MSCI ACWI IMI / 40% Bloomberg US Aggregate Bond Index
2 Other Assets include receivables due to deferred sales and rebalancing activity pending settlement.

Growth
$41,696 

52%

Credit
$8,211 
10%

Real Assets & 
Inflation 
Hedges
$11,924 

15%

Risk Reduction 
& Mitigation

$17,066 
21%

Overlays & 
Hedges

$700 
1%

Other Assets
$1,159 

1%



Historical Net Performance as of August 2024
LACERA Pension Fund

OPEB Trust
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0.0%

5.0%

10.0%

15.0%

20.0%

1 Month 3 Month FYTD 1 Year 3 Year 5 Year 10 Year

Total Fund Total Fund Policy BM

0.0%

5.0%

10.0%

15.0%

20.0%

1 Month 3 Month FYTD 1 Year 3 Year 5 Year 10 Year

OPEB Master Trust OPEB Master Trust Policy BM

Market Value
($ mm)

% of
Total Fund

Interim
Target 1 Month 3 Month FYTD 1 Year 3 Year 5 Year 10 Year

Total Fund 80,756 100.0% 100.0% 1.2% 3.5% 2.6% 11.4% 4.8% 8.8% 7.6%
Total Fund Policy BM 2.1% 3.8% 2.5% 13.7% 3.7% 7.5% 7.0%
7% Annual Hurdle Rate 0.6% 1.7% 1.1% 7.0% 7.0% 7.0% 7.0%

Growth 41,696 51.6% 50.5% 1.7% 4.2% 3.1% 14.9% 5.9% 13.1%
Growth Policy BM 2.8% 5.2% 3.0% 21.5% 5.4% 12.1%

Credit 8,211 10.2% 12.0% 1.0% 3.6% 2.8% 15.9% 6.5% 6.9%
Credit Policy BM 1.2% 2.8% 1.7% 10.8% 3.4% 4.4%

Real Assets & Inflation Hedges 11,924 14.8% 16.0% 0.4% 1.4% 1.7% 1.8% 3.9% 5.0%
Real Assets & Inflation Hedges Policy BM 1.6% -0.5% 0.8% 0.2% 2.9% 4.9%

Risk Reduction & Mitigation 17,066 21.1% 21.5% 1.2% 4.1% 3.1% 7.0% -0.8% 1.1%
Risk Reduction & Mitigation Policy BM 1.2% 4.2% 3.1% 6.9% -1.1% 0.6%

Overlays & Hedges 700 0.9%

Other Assets 1,159 1.4%

Market Value
($ mm)

% of
Master Trust

Interim
Target 1 Month 3 Month FYTD 1 Year 3 Year 5 Year 10 Year

OPEB Master Trust 4,148 2.2% 5.6% 4.3% 15.2% 3.1% 7.7% 7.2%
OPEB Master Trust Policy BM 1.8% 4.2% 3.0% 13.4% 2.2% 6.9% 6.0%
6% Annual Hurdle Rate 0.5% 1.5% 1.0% 6.0% 6.0% 6.0% 6.0%

BMLAC116
OPEB Growth 1,909 46.0% 45.0% 2.2% 6.2% 4.4% 22.9% 5.4% 12.0%

OPEB Growth Policy BM 2.5% 6.1% 4.1% 23.2% 5.0% 11.7%

OPEB Credit 689 16.6% 17.0% 1.4% 3.1% 2.8% 9.6% 3.4% 3.8%
OPEB Credit Policy BM 1.2% 2.5% 1.7% 10.5% 3.4% 4.1%

OPEB Real Assets & Inflation Hedges 682 16.5% 16.5% 3.8% 7.6% 6.3% 10.8% 0.1% 3.8%
OPEB RA & IH Policy BM 0.6% -0.2% 0.3% 0.1% -2.3% 2.3%

OPEB Risk Reduction & Mitigation 867 20.9% 21.5% 1.5% 5.3% 4.1% 6.7% -1.3% 0.3%
OPEB RR & M Policy BM 1.5% 5.1% 4.0% 6.5% -2.0% -0.2%

OPEB HL PM Cash 0 0.0%
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Total Fund 7% Actuarial Target Policy Benchmark

Active and Excess Return as of August 2024

1 Rolling 36 months.
2 Active return equals the difference in return between a portfolioand its benchmark.
3 Tracking error (or active risk) measures the volatilityof active returns.

Active Return vs. Tracking Error1,2,3

Excess Return1

Excess return (vs. policy benchmark) = 10.0% 
Cumulative excess (in $) = $8.0B

Excess return (vs. actuarial target) = 25.0%
Cumulative excess (in $) = $20.2B

1 Not an actuarial analysis.
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Period
Ending

Annualized
Return

Annualized
Benchmark Return

Annualized
Active Return

Tracking
Error

Aug 2024 4.8% 3.7% 1.1% 3.0%
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Total Fund Forecast Volatility as of August 2024*
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Total Fund Forecast Tracking Error as of August 2024*
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Geographic Exposures by AUM
Total Fund as of August 2024* Ex-Overlays and Hedges
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Geographic Exposures by AUM
Functional Categories as of August 2024* Ex-Overlays and Hedges
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Net Investment Income/(Loss)* Total Additions and Deductions in Fiduciary Net Position

Change In Fiduciary Net Position
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Fiscal Year Negative Months Positive Months Total Net Position Change $
FY-23 5 7 $3.3 billion
FY-24 4 8 $5.2 billion
FY-25 0 2 $1.5 billion

*Includes unrealized & realized net investment income
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Portfolio Structural Updates
Rebalancing Activity

Current Search Activity
Status of Active Searches – Subject to Change

Program August
Return

August 
Gain/(Loss)

Inception1

Gain/(Loss)

Currency Hedge2 -1.3% ($8.6 Million) $1.6 Billion

Cash/Rebalance 
Overlay3

0.3% $15.9 Million $535.2 Million

1 Currency and overlay program inception dates are 8/2010 & 7/2019, respectively.
2 LACERA’s currency hedge program’s 1-month return is calculated monthly whereas the monthly gain/loss amount for the same period is the net realized

dollar amount at contract settlement over three monthly tranches.
3 LACERA’s overlay program’s 1-month return includes interest earned on the cash that supports the futures contracts.

Hedges & Overlays
Monthly Activity

Name RFP
Issued

Due 
Diligence

Selection/
Review

Risk and Analytics System, 
and ESG Research Services 
Search

Q4

Real Assets Emerging 
Manager Program Separate 
Account Manager Search

TBD
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$9 million
Cash

Cash  

$121 million
Real Assets

$682 million 
Cash

Hedges & Overlays  

Risk Mitigation  

$386 million
Credit

$571 million
Growth 

Cash  

Cash  
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$48 million
Cash Growth

$41 million
Cash Credit

$15 million
Cash Real Assets

$40 million
Cash Risk Mitigation



04 Key Initiatives & 
Operational Updates
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Notable Initiatives and Operational Updates

Key Initiative Updates Team Searches and Vacancies
 The April 2024 approved Strategic Asset Allocation

implementation has begun
 Adhering to the BOI-approved 2024 Work Plan and Strategic

Initiatives

• Principal Investment Officer
• 2 – Senior Investment Officer

• 1 in progress
• 3 – Financial Analyst-III

• 2 in progress

Operational Updates
 Annual LACERA T.I.D.E. data analysis has begun
 Annual Contract Compliance project has started
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Manager/Consultant Updates 

Acadian – Global Equities – BrightSphere Investment Group Inc. (NYSE: BSIG) announced its transition to a sole asset manager with the 
divestiture of six of the company’s other affiliates. It has appointed Kelly Young, CEO of Acadian Asset Management, its remaining affiliate, 
as President and CEO of the newly rebranded entity Acadian Asset Management, Inc. (AAMI), effective January 1, 2025. Ms. Young will 
also join the Board of Directors and continue managing Acadian’s operations.

SSGA – Total Fund - Announced Ed Delk joined as Chief Compliance Officer in Q3 2024, reporting to Yvette Hollingsworth Clark. He was 
previously the Global Chief Compliance Officer at Cohen & Steers. James Ferrarelli joined as Chief Operating Officer in Q2 2024, reporting 
to CEO Yie-Hsin Hung. He was formerly the Chief Information Officer at Charles Schwab’s Wealth and Asset Management division. 

Macquarie – Real Assets – Macquarie’s registered investment adviser Macquarie Investment Management Business Trust paid $79.8 
million to settle charges for overvaluing approximately 4,900 largely illiquid collateralized mortgage obligations held in 20 advisory accounts, 
including 11 retail mutual funds, and for executing hundreds of cross trades between advisory clients that favored certain clients over others.

Hamilton Lane – OPEB Master Trust – In September, Ana Chapman, Managing Director, and Natalie Fitch, Principal, left Hamilton Lane. 
Katie Moore, Managing Director on the Fund Investment & Managed Solutions team, with 17 years of experience at Hamilton Lane, has 
taken over their roles.
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Staff Chart of the Month
U.S. Treasury Yields Began Declining in Anticipation of Fed Rate Cut
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Source: Bondsavvy
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Quiet Period for Search Respondents
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Risk and Analytics System, and ESG Research Services Search
 BlackRock Financial Management Inc.
 Barra, LLC
 Bloomberg Finance L.P.
 Clearwater Analytics
 eVestment Alliance, LLC
 FactSet Research Systems Inc.
 ISS STOXX GmbH
 MSCI ESG Research LLC
 Northfield Information Systems, Inc.
 Solovis, Inc.

Real Assets Emerging Manager Program Discretionary Separate 
Account Manager
 ORG Portfolio Management
 Barings
 Belay Investment Group
 Hamilton Lane
 Cambridge Associates
 Seed Partners
 Stable Asset Management
 Wafra Inc.
 Artemis Real Estate Partners
 Aether Investment Partners
 Neuberger Berman Group
 The Townsend Group
 BGO Strategic Capital Partners
 BlackRock
 StepStone
 GCM Grosvenor



Recognizing Our Members’ Service 
and Accomplishments 

LACERA has over 100,000 active members working across dozens 
of L.A. County Departments, many of whom proudly dedicate their 
entire careers to serving the community. Read about one of our 
long-serving members and his journey toward retirement.

Los Angeles County Employees Retirement Association



Tristan Biller 
Union Journeyman Carpenter
Facilities Department, LAC USC Medical Center 
Years of Service: 20+ years  Retirement Date: March 2025

Pre-Retirement Member

Notable Contributions and Service: Tristan has worked for the medical center’s 
emergency department for over 20 years on a bio-hazmat team, choosing to stay 
at the level of journeyman carpenter so that he could continue to work with tools. 

Proudest accomplishments: Pushing his skills to their limit and sculpting and 
welding actively outside of work. 

Retirement Plans: He is looking forward to retiring in March 2025 and continuing to 
sculpt and surf. He believes that these are not hobbies, but a way of life. Tristan is is 
focused on connecting with others through his art, and looking to gain exposure for 
his work. 



 

September 24, 2024 
 
 
 
TO:  Each Trustee, 
     Board of Retirement 
     Board of Investments 
 
FROM: Santos H. Kreimann 
  Chief Executive Officer 
 
SUBJECT: CHIEF EXECUTIVE OFFICER’S REPORT – OCTOBER 2024 
 
 
The following Chief Executive Officer’s Report highlights key operational and 
administrative activities that have taken place during the past month. 
 
2024 General Member Election Update 
 
The 2024 Board of Retirement and Board of Investments election season for the Third 
Member of the Board of Retirement and the Third Member of the Board of Investments 
concluded on August 31, 2024. LACERA congratulates Aleen Langton on being elected 
to fill both the positions on the Board of Retirement and the Board of Investments. The 
final confirmation of the election results is pending Board of Supervisors approval. The 
Board of Supervisors is scheduled to ratify the results at its October 22, 2024 meeting. 
 
We have included an election wrap up memo as an appendix to this report. 
  
Management Offsite 
 
The Executive Office has confirmed the date and location of our management offsite.  The 
offsite will be held at the Huntington in San Marino, CA on November 19, 2024.  The 
theme of the offsite is, Course Chartered: Navigating to Our Goal. The focus for the 
Management Offsite will be to share, collaborate, and engage attendees on our progress 
towards accomplishing the objectives outlined within LACERA’s 2023-2028 Strategic 
Plan and identify opportunities for improvement.  
 
Board Room Upgrade 
  
LACERA’s existing Board Room, located on the 8th floor of the headquarters building, has 
very limited seating capacity. The dais is crowded, especially during joint board and joint 
committee meetings, and there is insufficient space for the audience with nearly every 
meeting being at full capacity. This limits staff and the public’s ability to attend meetings 
of the boards and committees. Expanding the existing space on the 8th floor is possible 
but not without disruption to the operation of the two boards for many months. 
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Recently the bank that occupied space on the ground floor across from our Member 
Service Center vacated its space early. Staff has conducted a preliminary assessment of 
the space, and we believe it may provide a viable solution to the problem identified above. 
The ground floor space would allow for greater accessibility for members and members 
of the public who may wish to attend meetings, especially those individuals with 
disabilities, while also allowing for greater safety.  
  
Staff plans to utilize a space planning architectural consultant to assist us in developing 
a potential plan or plans, cost estimates and timelines, and we anticipate bringing our 
recommendations to the Joint Organizational Governance Committee and the Boards by 
December.  Prior to developing such a proposal, staff plans to solicit Trustee feedback 
via survey about this potential project to determine preferences and requirements which 
will be incorporated in the resulting recommendation. 
 
Status on County Litigation 
 
In October 2021, at the direction of the Boards, LACERA filed a lawsuit in Los Angeles 
Superior Court against the County of Los Angeles and the County Board of Supervisors 
regarding LACERA’s plenary authority as an independent fiduciary to set classifications 
and salaries for its personnel. LACERA is a separate public agency from the County and 
provides independent administration of the County pension system, including its assets 
and the payment of benefits. LACERA seeks a court order confirming LACERA's authority 
and implementing critical personnel actions approved by the LACERA Boards that the 
County has blocked from becoming effective. In December 2022, the Superior Court 
denied LACERA’s petition.  
 
LACERA filed an appeal with the Second District Court of Appeal, which was decided in 
LACERA’s favor in June 2024.  
 
The County filed a petition for review in the California Supreme Court, which remains 
pending. The Supreme Court has informed the parties that a decision on the petition for 
review will be made on or before October 31, 2024. If review is granted, additional briefing 
and oral argument will be required before a final decision is made. If review is denied, the 
Court of Appeal’s opinion will stand. 
 
Retiree Healthcare 
 
Anthem Blue Cross Potential Provider Contract Ending 

Staff recently received notification from our Anthem Blue Cross account management 
team informing LACERA that HCA Healthcare (HCA) has issued a notice to terminate its 
Contracting Hospital Agreement. According to the notification received, it is Anthem Blue 
Cross’s intent to reach reasonable contractual language and reimbursement rates that 
are beneficial to both organizations.  
 
Unfortunately, as of the time of this report, Anthem Blue Cross and HCA have been 
unable to reach an agreement and it appears that Anthem’s commercial hospital contract 
with HCA may terminate effective October 1, 2024. HCA Healthcare is comprised of the 
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below-referenced hospitals. The number alongside the facility noted below reflects the 
member impact for LACERA retirees’ utilization from July 2023 through June 2024.  
 

Good Samaritan Hospital – 0 members  

Los Robles Regional Medical Center – 22 members 

Regional Medical Center San Jose – 0 members 

Riverside Community Hospital – 9 members 
 
The below listed entities are also included in the termination: 
 

Golden State Providers, a Medical Corp.  

Bascom Surgery Center  

Endoscopy Center of Silicon Valley  

Los Gatos Surgical Center  

Los Robles Surgical Center  

Silicon Valley Surgery Center  
 
Anthem mailed pre-termination letters to the non-exclusive admitting PPO physicians who 
maintain privileges/affiliations with the HCA hospitals.  The letters inform their Anthem 
contracted providers about the pending termination and encourage them to seek alternate 
admitting privileges at other participating hospitals if necessary. 
 
Anthem will also send letters to the impacted members who utilized any of the above 
facilities within the last 12 months if an agreement is not reached and the contract 
terminates. 
 
Lifetime Maximum Benefit: Enhanced Coverage for Anthem I, II, and Prudent Buyer 
Plans 
 
We are pleased to announce that the County of Los Angeles and the Los Angeles County 
Employees Retirement Association (LACERA) have collaborated to enhance the 
coverage of the Anthem I, II, and Prudent Buyer plans. Effective July 1, 2025, the Lifetime 
Maximum Benefit (LMB) for these plans will increase from $1 million to $1.5 million. 
 
This significant improvement underscores our mutual commitment to providing 
comprehensive and robust health coverage for our retirees. For those who are nearing or 
have reached the previous LMB, this increase offers much-needed financial relief and 
ensures continued access to essential healthcare services. 
 
LACERA’s mission is to produce, protect, and provide the promised benefits to our 
members.  By increasing the LMB, we are taking a proactive step to align with our mission, 
ensuring that our retirees receive the medical care they deserve. 
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The County of Los Angeles and LACERA are dedicated to regularly reviewing the annual 
experience study of these health plans. This ongoing evaluation will allow us to make 
necessary adjustments to the LMB, with the final goal of eliminating the cap altogether, 
thus ensuring that our health plans remain responsive to the needs of our retirees. 
 
We believe that this enhancement will significantly benefit our retirees, providing them 
with greater peace of mind and financial security. 
 
LACERA Hosts Successful “Staying Healthy Together” Fall Conference 
 
On Tuesday, September 24, 2024, we proudly hosted the “Staying Healthy Together” Fall 
Conference at the Carson Event Center in Carson, CA. The event was a resounding 
success, with over 400 retirees in attendance, all eager to learn more about maintaining 
their health and well-being in retirement. 
 
We extend our gratitude to our health plan carriers—Anthem, Kaiser Permanente, United 
Healthcare, Scan, Cigna, and CVS Caremark—for their generous sponsorship and active 
participation. Their presence and support were instrumental in making this event a 
valuable experience for all retirees. 
 
We also want to express our sincere thanks to our LACERA staff and our healthcare 
consultant, Segal, for their exceptional project management support and assistance 
throughout the event. Their expertise and dedication ensured the smooth execution of the 
conference. 
 
LACERA’s mission is to empower our members to enjoy a healthy and secure retirement. 
This conference was a testament to that mission, providing retirees with the resources 
and information they need to stay healthy and active.  
 
Thank you to everyone who attended and contributed to the success of the “Staying 
Healthy Together” Fall Conference. We look forward to continuing our efforts to support 
the health and well-being of our members. 
 
SHK 
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Appendix 1 
 
 
 
DATE: September 23, 2024 
 
TO:  Each Trustee, 
   Board of Retirement 
   Board of Investments 
 
FROM:  JJ Popowich 
  Assistant Executive Officer, Member Operations Group 
 
SUBJECT:  General Active Member Elections 2024 Wrap Up Report  
 
 
The 2024 Board of Retirement and Board of Investments election season, for the Third Member 
of the Board of Retirement and the Third Member of the Board of Investments, concluded on 
August 31, 2024. Initial results were subsequently announced in mid-September and are 
reflected below by seat. The next step will be the Board of Supervisors’ ratification of the 
election results, expected to be at the October 22, 2024, meeting.  
 
Preliminary General Members Election: 
 

 Board of Retirement: Third Member: 
o Aleen Langton 

  
 Board of Investments: Third Member: 

o Aleen Langton 
 
*Trustee Langton will begin serving on the Board of Investments effective immediately 
after the election results are certified by the Board of Supervisors, to serve out the 
remainder of the term for former Trustee Santos due to his retirement. She will begin 
serving on the Board of Retirement effective January 1, 2025.  
 
A Collaborative Effort 
 
This election continued the productive and successful collaboration between the LACERA 
Elections team and the Executive Office of the Board of Supervisors. The team agreed 
early on to use every available avenue to reach eligible voters including mail, email, 
newsletters, and LACERA.com. As we have done in the past, the LACERA Election Team 
continued to provide engaging and motivating election notices and reminders for 
distribution by both the Executive Office’s election vendor and LACERA’s 
Communications team. The Executive Office of the Board of Supervisors also continued 
our agreement to send physical ballots to all eligible members with the option to return 
the completed election form, vote online, or vote by phone. The decision to send out 
physical ballots was beneficial, with 1,190 members choosing to vote by ballot (about 
18% of the total ballots filed).  



Re: General Member Elections 2024 Wrap Up Report 
September 23, 2024 
Page 2 
 

 

Our campaign this year started with a Call for Candidates postcard in May to 85,365 
eligible voters, which was complimented by an email Call for Candidates sent by the 
election coordinator vendor. The Call for Candidates did result in a robust slate of 
candidates for both positions. Once the election began, LACERA continued our email 
campaign to remind voters that the election had started and to be sure to vote. In general, 
we averaged a 45.6% open rate, slightly down from the 52% open rate for last year’s 
active and retired member election. The LACERA election team will be strategizing in the 
upcoming months on how to improve our open rate in future elections, as well as 
innovating other approaches to encouraging voter participation.  
 
 

 
 
 
Please note: LACERA relies on members providing their email addresses voluntarily or 
through the My LACERA registration process. The increase in the number of emails sent 
from the beginning of the month vs. the end of the month of August is a result of changes 
in the registration status of members with My LACERA.  
 
For the second election in a row there was a slight increase in voter turnout - 7% for 2023 
vs. 7.8% for 2024.  
 
The charts below provide an overview of turnout over the last five elections: 
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Active General Members 

Year Total Eligible Turnout Percentage of Votes 

2017 84,278 6,323 7.5% 
2018 85,497 6,301 7.4% 
2020 87,184 9,006 10.3% 
2021 86,163 5,773 6.7% 
2023 83,584 5,882 7.0% 
2024 85,527 6,650 7.8% 

 
Retired Members 

Year Total Eligible Turnout Percentage of Votes 

2011 46,689 14,801 31.7% 
2014 50,778 13,866 27.3% 
2017 53,709 13,630 25.4% 
2020 58,544 11,325 19.3% 
2023 62,782 15,670 25.0% 
2024 N/A N/A N/A 

 
The LACERA Election Team looks forward to continuing our collaborative efforts and 
finding new ways to reach members to increase voter turnout in future elections. 
 
Variation in Eligibility Lists 
 
Trustees may note that the County identified 85,520 eligible voters for this year’s election, 
while LACERA identified 85,365 eligible voters. This is a 162-voter difference between 
our respective lists. This discrepancy was not noted until we looked at the post-election 
data for the purpose of this wrap up.  
 
For active General member elections, the County relies on their own data, plus data 
LACERA provides for the members from an Outside Agency. This is done because for 
active General or Safety members the County has the most up to date contact information 
as they manage all member data until the member retires. Conversely, when Retired 
Member elections are held, the County partners with LACERA who has the most up to 
date information for retired members.  
 
When LACERA conducts email or mail campaigns to either active or retired members, 
we always rely on the data residing in our system. Active members may provide personal 
email addresses to LACERA and set alternate mailing addresses for their LACERA 
correspondence.  
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When the discrepancy was noted, LACERA reviewed the discrepancy and believes the 
difference in eligibility lists results from the timing of sharing information with the County 
for active members:  
 

1. LACERA receives data from the County twice a month and always one payroll 
period in arrears. This means that LACERA will not be aware of any new hires 
added in the two weeks prior to the "eligibility date" at the time the list is generated 
by LACERA. These members would be eligible to vote because they were hired 
before the “eligibility date cutoff,” but we haven't received their information yet.  
 

2. LACERA allows a member to elect to retire until the end of business day prior to 
their retirement date. The County relies on LACERA issuing a Board letter notifying 
them of the member's retirement date. The County personnel office then has to 
enter the term date into their system.  Depending on when the member elects to 
retire there could be delays on both ends. For example, there is a delay as the 
member is verified eligible for retirement and the Board agenda process takes 
place, which is the trigger for the notification to the County. There is also a delay 
on the County side for personnel to process the notice. This means there are likely 
members who are retired (because the retirement date has passed) but still 
showing active in the County system. 

 
We will be exploring ways to better synchronize the generation of eligibility lists for future 
dates.  
 
 
 
Reviewed and Approved: 
 
 
_____________________________ 
Luis A. Lugo, Deputy Chief Executive Officer 
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By Direct Deposit %

Medical 56,406         
Dental 58,565         
Part B 38,972         
LTC 458             

Total 154,401     Total $142.6 $8.9

Retirements Metrics reported based on September 16, 2024

 Healthcare Program
(Mo. Ending: 8/31/2024)

Employer Member

Health Care Enrollments
(Mo. Ending: 8/31/2024)

(As of 8/31/2024)

Monthly Payroll $394.44m

By Check % 2.00%

98.00%

Payroll YTD

Medical $117.2 $8.1
Dental $8.7 $0.8
Part B $16.7 $0.0

$0.8b

New Retired Payees Added 345

Seamless % 95.07%

New Seamless Payees Added 683

Seamless YTD 96.01%

Retired Members Payroll
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QUIET PERIOD LIST FOR TRUSTEES AND STAFF 
Last Update 
09/24/2024 

 
ADMINISTRATIVE/OPERATIONS 

Solicitation 
Name 

Issuing 
Division 

Public 
Release Date 

Solicitation 
Stage* 

Bid Respondents* 

RFP: Member 
Experience 
Communications 
Platform (MECP) 

Systems 11/6/2023 Contract 
Development 

 Genesys/TTEC 
 

RFP: Offsite 
Records Storage, 
Shredding, and 
Scanning Services 

Administrative 
Services 

8/30/2024 Soliciting 
Process 

 Certified Records 
Management 

 Corodata  
 GRM  
 Iron Mountain  
 Konica Minolta 
 Mercurius, Inc. 
 Secure Shred 

Company 
 SyTech Solutions 
 VRC Companies 

RFP: Taxonomy & 
Knowledge 
Management 
Consultant 

Executive 
Office 

06/14/2024 Bid Review  Enterprise 
Knowledge, LLC. 

 Taxonomy 
Strategies 

 Accenture 

RFQ: Legal Matter 
Management 

Legal 3/1/2023 Vendor 
Selection 

 Clio 
 Rocket Matter 
 ProLaw 
 HighQ 
 ActionStep 
 CaseFox 
 Legal Tracker 
 FileVine 
 LawVu 
 Litify 
 Xakia 

RFQ: eDiscovery Legal  
/ InfoSec 

12/1/2023 Contract 
Development 

 

 GlobalRelay 
 
 

*Subject to change 

    
 



 

 

INVESTMENTS 

Solicitation 
Name 

Issuing 
Division 

Public 
Release 

Date 

Solicitation 
Stage* 

Bid Respondents * 

RFP: Actuarial 
Consulting and 
Actuarial Auditing 
Services 

Investments 
/ Internal 

Audit 

11/15/2023 Contract 
Development 

 Cavanaugh 
Macdonald 
Consulting 

 
RFP: Hedge Funds, 
Credit, and Real 
Assets Consultant 
Search 

Investments 12/29/2023 Contract 
Development 

 Albourne 
 Meketa 
 Mercer 
 Wilshire 

RFP: Risk and 
Analytics System, and 
ESG Research 
Services Search 
 

Investments 3/29/2023 Bid Review  BlackRock Financial 
Management Inc 

 Barra, LLC 
 Bloomberg Finance 

L.P. 
 Clearwater 

Analytics 
 eVestment Alliance, 

LLC 
 FactSet Research 

Systems Inc. 
 ISS STOXX GmbH 
 MSCI ESG 

Research LLC 
 Northfield 

Information 
Systems, Inc. 

 Solovis, Inc. 

Real Assets Emerging 
Manager Program 
Discretionary 
Separate Account 
Manager 
 

Investments 3/29/2023 Bid Review  ORG Portfolio 
Management 

 Barings 
 Belay Investment 

Group 
 Hamilton Lane 
 Cambridge 

Associates 
 Seed Partners 
 Stable Asset 

Management 
 Wafra Inc. 
 Artemis Real Estate 

Partners 
 Aether Investment 

Partners 



 

 

Solicitation 
Name 

Issuing 
Division 

Public 
Release 

Date 

Solicitation 
Stage* 

Bid Respondents * 

 Neuberger Berman 
Group 

 The Townsend 
Group 

 BGO Strategic 
Capital Partners 

 BlackRock 
 StepStone 
 GCM Grosvenor 

*Subject to change 



Effective September 23, 2024 

Date Conference 
  
October, 2024  
6-9 National Association of Corporate Directors (NACD) 

Directors Summit 2024 
Gaylord National Harbor, Washington D.C. 

  
11 CALAPRS (California Association of Public Retirement Systems) 

Round Table – Trustees 
San Jose, CA 

  
14-18 Investment Strategies & Portfolio Management  

Wharton School, University of Pennsylvania 
  
20-22 Pacific Pension Institute (PPI) Executive Seminar 

Hong Kong 
  
23-25 Pacific Pension Institute (PPI) Asia Pacific Roundtable 

Hong Kong 
  
23-25 PREA (Pension Real Estate Association) 

Annual Institutional Investor Conference 
Washington D.C. 

  
26-27 NCPERS (National Conference on Public Employee Retirement Systems) 

Program for Advanced Trustee Studies (PATS) 
Palm Springs, CA 

  
26-27 NCPERS (National Conference on Public Employee Retirement Systems) 

Accredited Fiduciary (NAF) Program 
Palm Springs, CA 

  
27-30 NCPERS (National Conference on Public Employee Retirement Systems) 

Public Safety Conference 
Palm Springs, CA 

  
November, 2024  
3-6 CRCEA (California Retired County Employees Association) Fall Conference 

Walnut Creek, CA 
  
10-13 IFEBP (International Foundation of Employment Benefit Plans) 

Annual Employee Benefits Conference 
San Diego, CA 

  
12-14 Institutional Limited Partners Association (ILPA) General Partner Summit 

New York, NY 
  
12-15 SACRS Fall Conference 

Monterey, CA 
  
December, 2024  
6 CALAPRS (California Association of Public Retirement Systems) 

Round Table – Benefits 
Virtual 



Effective September 23, 2024 

Date Conference 
  
January, 2025  
26-27 NCPERS (National Conference on Public Employee Retirement Systems) 

Pension Communications Summit 
Washington D.C. 

  
27-29 NCPERS (National Conference on Public Employee Retirement Systems) 

Legislative Conference 
Washington D.C. 

  
28-29 IFEBP (International Foundation of Employment Benefit Plans) 

Health Benefits Conference & Expo 
St. Pete Beach, FL 

  
March, 2025  
2-5 CALAPRS (California Association of Public Retirement Systems) 

General Assembly 2025 
Napa, CA 

  
6-9 Pacific Pension Institute (PPI) Winter Roundtable 

Seattle, WA 
  
10-12 Council of Institutional Investors (CII) Spring Conference and 

40th Anniversary Celebration 
Washington D.C. 

  
24-27 AHIP (America’s Health Insurance Plans) Medicare, Medicaid, Duals and 

Commercial Markets Forum 
Baltimore, MD 

  
26-27 PREA (Pension Real Estate Association) Spring Conference 

Dallas, TX 
  
April, 2025  
28-29 IFEBP (International Foundation of Employment Benefit Plans) 

Health Care Mgmt. Conference 
Fort Myers, FL 

  
30-May 1 IFEBP (International Foundation of Employment Benefit Plans) 

Investments Institute 
Fort Myers FL 

  
May, 2025  
13-16 SACRS Spring Conference 

Rancho Mirage, CA 
  
17-18 NCPERS (National Conference on Public Employee Retirement Systems) 

Trustee Educational Seminar (TEDS) 
Denver, CO 

17-18 NCPERS (National Conference on Public Employee Retirement Systems) 
Accredited Fiduciary (NAF) Program 
Denver, CO 

  



Effective September 23, 2024 

Date Conference 
  
May, 2025  
18-21 NCPERS (National Conference on Public Employee Retirement Systems) 

Annual Conference & Exhibition (ACE) 
Denver, CO 

  
19-20 IFEBP (International Foundation of Employment Benefit Plans) 

Washington Legislative Update 
Washington D.C. 

  
June, 2025  
17-19 AHIP (America’s Health Insurance Plans) 2025 

Seattle, WA 
  
July, 2025  
23-25 Pacific Pension Institute (PPI) Summer Roundtable 

Salt Lake City, UT 
  
September, 2025  
8-10 Council of Institutional Investors (CII) Fall Conference 

San Francisco, CA 
  
October, 2025  
22-24 PREA (Pension Real Estate Association) 

Annual Institutional Investor Conference 
Washington D.C. 

  
22-24 Pacific Pension Institute (PPI) Asia Pacific Roundtable 

Sydney, Australia 
  

 



September 23, 2024 

TO: Each Trustee, 
Board of Retirement 
Board of Investments 

FROM: 2024 Audit Committee 
Debbie Martin (BOI), Chair 
Wayne Moore (BOR), Vice Chair  
Vivian Gray (BOR), Secretary  
Nancy Durazo (BOR), Trustee  
Jason Green (BOI), Trustee  
Nicole Mi (BOI), Trustee 
Elizabeth Ginsberg (BOR/BOI), Trustee 

FOR: October 2, 2024 Board of Retirement Meeting 
October 9, 2024 Board of Investments Meeting 

SUBJECT: 2024 Audit, Compliance, Risk, and Ethics (ACRE) Committee Charter 

RECOMMENDATION 

That the Board of Retirement and Board of Investments approve and adopt the 2024 Audit, 
Compliance, Risk, and Ethics (ACRE) Committee Charter.  

LEGAL AUTHORITY 

The Board of Retirement and Board of Investments (Boards) have constitutionally mandated 
fiduciary duties of care, skill, prudence, and diligence in the administration of LACERA’s 
retirement system.1 Prudence and diligence require meaningful oversight. Accordingly, the 
Boards designate committees to support their fiduciary oversight duties.2  

In November 2003, the LACERA Boards established the Audit Committee to assist the Boards 
in fulfilling their fiduciary oversight duties for internal audit activity, in addition to values, ethics, 
and organizational governance. The Audit Committee’s responsibilities over organizational 
governance include the assessment of the adequacy of LACERA’s System of Compliance, with 
an annual review of management’s compliance with laws, regulations, policies and procedures.3 
Since 2003, the Committee’s oversight responsibilities and authority have been documented in 
its Audit Committee Charter, last reviewed and updated in July 2021.   

In support of LACERA’s evolution toward a more mature organizational governance structure, 
we propose the Audit Committee become the Audit, Compliance, Risk, and Ethics (ACRE) 
Committee, and the Audit Committee Charter reflect the Committee’s enhanced role in the 
oversight of LACERA’s Ethics and Compliance and Enterprise Risk Management Programs.4 

1 Constitution of the State of California, Article XVI, Sec. 17. 
2 Board of Retirement Regulations (adopted pursuant to Government Code section 31525), Section II, No. 8; Bylaws 
Board of Investments, Sec. I, No. 4; Sec. II, No. 8. 
3 Audit Committee Charter (2021), Sections II and VII(E)(4). 
4 LACERA Board of Retirement’s 2023-2028 Strategic Plan, Strategic Priority 4. 
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The proposed 2024 ACRE Charter (Attachment B) includes an expanded list of the Committee’s 
oversight responsibilities for the Ethics and Compliance Program and updates to its oversight 
responsibilities for audit activities. The current 2021 Charter is also attached (Attachment C), 
although a redline is not provided because of the number of changes. 

DISCUSSION 

Audit Activities Updates 
In January 2024, the IIA issued its revised Global Internal Audit Standards (Standards) (Global 
Internal Audit Standards (theiia.org)). Subsequently, the IIA released an updated Model Internal 
Audit Charter for General Use (2024 Model) (Attachment D) based on the revised Standards. 
The 2024 Model includes a new section, Board Oversight (pg.3), which outlines the oversight 
responsibilities the Committee has for Internal Audit. Many of these responsibilities were already 
included in the 2021 Audit Committee Charter but staff updated the wording to align with the 
2024 Model Board Oversight and/or to align with current LACERA practices.  

The four key changes to the proposed 2024 ACRE Committee Charter related to Audit Activity 
are:  

Charter 
Section Page Description of Change Reason for Change 

VII. A.1. 5 Added “particularly the 
described “essential 
conditions” which establish 
the foundation for an effective 
internal audit function and are 
listed below.” 

Align with 2024 Model and 2024 
Standards. 

VII. A.1.d. 6 Added “Review and approve 
Internal Audit’s Three-Year 
Roadmap, which provides a 
plan to continue to mature 
and improve Internal Audit.  

Standard 9.2 of the revised 
Standards require the CAE to 
“develop and implement a 
strategy for the internal audit 
function that supports the 
strategic objectives and success 
of the organization and aligns with 
the expectations of the board, 
senior management, and other 
key stakeholders.” 

https://www.theiia.org/en/standards/2024-standards/global-internal-audit-standards/
https://www.theiia.org/en/standards/2024-standards/global-internal-audit-standards/
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VII. A.2.b. 7 Added new bullet for 
Professional Service 
Providers that are selected for 
inclusion in Internal Audit’s 
Audit Pool. 

To clarify that Internal Audit will 
seek approval for the selection of 
Professional Service Providers to 
be included in Internal Audit’s 
Audit Pool. Subsequently, if Audit 
Pool Provider is selected, their 
compensation will be approved in 
accordance with LACERA’s 
Policy for Purchasing Goods and 
Services. 

VII. A.2.c. 7 Added “outside of Internal 
Audit’s Audit Pool.”  

To clarify that Internal Audit will 
seek approval for the selection 
and compensation of Professional 
Service Providers that are not part 
of Internal Audit’s Audit Pool.  

Ethics and Compliance Program Activity Enhancements 
The ACRE Committee will oversee the Ethics and Compliance Program (Program), in 
conjunction with the Chief Executive Officer (CEO) and Boards, and will approve its Charter, 
framework, reporting structure, scope and objectives and make recommendations to the Boards 
and CEO. The ACRE Committee provides oversight of management’s controls to maintain the 
highest ethical standards and to monitor compliance with laws, regulations, policies, and 
procedures.  

The Committee has oversight duties with respect to the following Program activities (outlined in 
further detail in the proposed updated Audit Committee Charter as well as the Ethics and 
Compliance Program Charter), which are consistent with the United States Sentencing 
Guidelines for Organizations and the U.S. Department of Justice “Evaluation of Corporate 
Compliance Programs” (2023): 5 

• Ethics and Compliance Personnel 
• Ethics and Compliance Roadmap of Priorities, Work Plan, and Budget 
• Ethics and Compliance Risk Assessments 
• Monitoring and Evaluating Ethical Conduct and Compliance 
• Policies and Procedures  

 
5 The DOJ Guidance memo was just recently updated by the U.S. Department of Justice on September 23, 2024. 
It follows the same basic structure as the 2023 memo. The Charter will be updated if needed based on a closer 
review. However, the scope of work in LACERA’s proposed ACRE and Ethics and Compliance Program Charters 
is both broad enough to cover the changes in the 2024 memo, and specifically already addresses most of them. 
For example, the 2024 Guidance includes emphasis on AI and emerging risks, the importance on learning from the 
market and peers in gauging compliance practices, further encouragement of staff reporting of perceived violations, 
tailored training, practicing risk management, who determines what areas are high risk, on what basis, and criteria 
for elevating risk, and an expectation of program self-assessment.  
 
 

https://www.justice.gov/opa/speech/file/1571911/dl
https://www.justice.gov/opa/speech/file/1571911/dl
https://www.justice.gov/criminal/criminal-fraud/page/file/937501/dl?inline&trk=public_post_comment-text#:%7E:text=U.S.%20Department%20of%20Justice%20Criminal%20Division%20Evaluation%20of
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• Vendor/Third-Party Ethics and Compliance Risk Management 
• Privacy 
• Training and Communications 
• Reporting Channels and Commitment to Non-Retaliation 
• Investigations, Recommendations for Mitigation or Remediation 
• Measure of Organizational Culture of Ethics and Compliance 
• Ethics and Compliance Program Assessment and Evaluation  

Enterprise Risk Management Program Activity 
There were no updates made to Committee’s oversight responsibilities for the Enterprise Risk 
Management Activity. During Fiscal Year 2025, Internal Audit will begin work on developing an 
Enterprise Risk Management program and will update the Charter accordingly.  

CONCLUSION 
 
Under the ACRE Committee’s oversight, all three functions (Internal Audit, Ethics & Compliance, 
and Enterprise Risk Management) will work in conjunction to support a system of continuous 
assessment and improvement to elevate LACERA’s organizational governance.  

Based on action taken at its September 19, 2024 meeting, the Audit Committee recommends 
that the Board of Retirement and Board of Investments approve and adopt the 2024 ACRE  
Committee Charter. The presentation provided to the Audit Committee is attached for additional 
information and reference (Attachment A). 

Attachments 
A: Audit Committee Presentation – The Audit Committee becomes the ACRE Committee 
B: Proposed 2024 Audit, Compliance, Risk, and Ethics (ACRE) Charter  
C: 2021 Audit Committee Charter   
D: 2024 Model Internal Audit Charter for General Use 

c: Santos H. Kreimann 
 Luis A. Lugo 
 Jonathan Grabel 
 JJ Popowich 
 Laura Guglielmo  
 Ted Granger  
 Chaitanya Errande 
 Richard Bendall 
 Steven P. Rice 
 Carly Ntoya, Ph.D. 
 Leisha Collins 
 Christina Logan 
 Allison Barrett 
 
 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Attachment A 
Audit Committee Presentation –  

The Audit Committee becomes the ACRE Committee 
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Attachment B 
Proposed 2024 Audit, Compliance, Risk, and Ethics 

(ACRE) Charter   
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2024 Model Internal Audit Charter for General Use 
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September 23, 2024 

TO: Each Trustee,  
  Board of Retirement 
  Board of Investments 

FROM: 2024 Audit Committee 
 Debbie Martin (BOI), Chair  

Wayne Moore (BOR), Vice Chair 
Vivian Gray (BOR), Secretary  
Nancy Durazo (BOR) Trustee  
Jason Green (BOI), Trustee  
Nicole Mi (BOI), Trustee  
Elizabeth Ginsberg (BOR/BOI), Trustee 

FOR: October 2, 2024 Board of Retirement Meeting 
 October 9, 2024 Board of Investments Meeting  

SUBJECT: Ethics and Compliance Program Charter 

RECOMMENDATION 

That the Board of Retirement and Board of Investments approve the proposed Ethics and 
Compliance Program Charter. 

LEGAL AUTHORITY AND BACKGROUND 

In addition to the Internal Audit Activity, the Audit Committee was established to assist the 
Boards in fulfilling their fiduciary oversight duties for ethical conduct, organizational 
governance, and compliance with laws, regulations, policies, and procedures. The 
Committee’s current Charter includes these responsibilities (Audit Committee Charter, 
Sections II and VII(E)(4)), which find their legal support in the Boards’ plenary authority 
and exclusive fiduciary responsibility under Article XVI, Section 17 of the California 
Constitution. 

The proposed Ethics and Compliance Program Charter advances the Committee’s 
fiduciarily-required ethics and compliance oversight duties. It also meets the standards 
set forth in The Institute of Internal Auditors’ (IIA’s) “Three Lines Model,” which describes 
a dedicated ethics and compliance function within management as a second line within 
management (operations inhabits the first line and Internal Audit provides independent 
assurance as the third). 

Additionally, the Program model presented in the proposed Ethics and Compliance 
Program Charter is consistent with best practices for risk mature organizations and  
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follows the United States Sentencing Guidelines for Organizations and the U.S. 
Department of Justice “Evaluation of Corporate Compliance Programs” (March 2023), 
which establishes guidance for “effective” ethics and compliance programs.1 

A centralized Ethics and Compliance Program (Program) compliant with legal authority 
and best practices as outlined above is included in the Board of Retirement’s 2023-2028 
Strategic Plan (Strategic Priority 4). Ethics and compliance are an inherent part of 
LACERA’s constitutionally mandated fiduciary duties of care, skill, prudence, and 
diligence, and impact the entire organization and its mission to produce, protect, and 
provide the promised benefits to members and their beneficiaries. 

Before being considered by the Audit Committee, the proposed Program Charter has 
been through an inclusive approval process under the Boards’ governance documents, 
beginning with the Operations Oversight Committee (December 6, 2023), the Board of 
Retirement (January 3, 2024), the Joint Organizational Governance Committee (JOGC) 
(February 21, 2024), the joint Boards (April 3 and 10, 2024). During these meetings, the 
proposed Charter was extensively discussed, resulting in revisions as requested. 

Following the JOGC’s recommendation, both Boards referred the proposed Charter to 
the Audit Committee to review, approve, and return to the Boards for final approval. At its 
meeting on September 19, 2024, the Audit Committee voted to recommend the proposed 
Charter to the Boards.  

To recognize the Committee’s expanded role for organizational governance and risk 
management, the Committee is proposed to be renamed as the Audit, Compliance, Risk, 
and Ethics (ACRE) Committee. A revised Committee Charter reflecting the new name 
and the Committee’s revised and updated responsibilities is a separate item on the 
October Board agendas. 

DOCUMENTS 

As provided to the Audit Committee, the supporting documents for the Boards’ 
consideration of the proposed Ethics and Compliance Program Charter are: 

Attachment A – Proposed Ethics and Compliance Program Charter. 

Attachment B –Redlined Charter. The redline shows focused changes included in 
Attachment A from the version of the Charter considered by the Boards at their April 
2024 meetings based on discussions with LACERA’s ethics, compliance, and audit   

 
1   The DOJ Guidance memo was just recently updated by the U.S. Department of Justice on September 23, 
2024. It follows the same basic structure as the 2023 memo. The Charter will be updated if needed based 
on a closer review. However, the scope of work in LACERA’s proposed ACRE and Ethics and Compliance 
Program Charters is both broad enough to cover the changes in the 2024 memo, and specifically already 
addresses most of them. For example, the 2024 Guidance includes emphasis on AI and emerging risks, the 
importance on learning from the market and peers in gauging compliance practices, further encouragement 
of staff reporting of perceived violations, tailored training, practicing risk management, who determines what 
areas are high risk, on what basis, and criteria for elevating risk, and an expectation of program self-
assessment. 
 
 
 
 
 
 

https://www.justice.gov/opa/speech/file/1571911/dl
https://www.justice.gov/opa/speech/file/1571911/dl
https://www.justice.gov/criminal/criminal-fraud/page/file/937501/dl#:%7E:text=U.S.%20Department%20of%20Justice%20Criminal%20Division%20Evaluation%20of
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consultants and the staff Ethics and Compliance Committee. The redlined version 
also incorporates elements that comport with the IIA's 2024 Model Audit 
Committee Charter. A supplemental staff memo describing the redlines is also 
provided within Attachment B. 

Attachment C – Prior Presentation. The comprehensive presentation provided to 
the Boards at their April 2024 meetings is attached here as a reference. Staff will 
not give the presentation at the October meetings unless there are questions. 

DISCUSSION 

Currently, LACERA does not have a formal Ethics and Compliance Program, but rather, 
it has a Code of Ethical Conduct (2021), and various divisions have compliance functions 
specific to their individual operations. Additionally, the Audit Committee currently reviews 
on an annual basis the effectiveness of Management’s system of compliance with laws, 
regulations, policies, and procedures that are mission critical. (Audit Committee Charter, 
Section VII(E)(4).) 

Expansion of the Audit Committee’s oversight duties beyond annual review and 
centralization of the Program, as included in the proposed Program Charter, will integrate 
ethics and compliance into LACERA’s operations, meeting the strategic priorities to: (1) 
advance a culture of ethical and compliant conduct; (2) enhance LACERA’s system of 
risk mitigation with continuous assessment and improvement of controls; and (3) establish 
a process that supports Board and management oversight of LACERA’s compliance with 
laws, regulations, policies, procedures, and its Code of Ethical Conduct. 

The Ethics and Compliance Program will be an essential part of management, and the 
Chief Ethics and Compliance Officer (CECO) will functionally report to, and the Program 
will be overseen by the renamed ACRE Committee, the Boards, and the CEO, including 
all personnel actions with respect to the CECO. The Program will be separate from but 
complementary to Internal Audit, which is independent from management to provide 
assurance as to the adequacy of management’s system of controls, including the Ethics 
and Compliance Program itself (which is subject to auditing by Internal Audit). The CECO 
will oversee an Ethics and Compliance Office and staff, located in the Legal Division. This 
operational positioning will support the Program in its early implementation stages and is 
a synergistic fit considering the legal nature of LACERA’s operations. 

The organizational chart for the proposed Program below, demonstrates solid-line, direct 
functional oversight of the CECO (and Program) by the ACRE Committee, the Boards, and  
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the CEO; and a dotted administrative line between the CECO and the Legal Office. To 
ensure Program independence, the CECO reports directly to the ACRE Committee, the 
Boards, and the CEO. 

 

The CECO has access to the staff Ethics and Compliance Committee for advice and to 
assist in promoting the Program. 

In addition to Roles and Reporting Structure, the Program Charter outlines the following 
objectives, which were modeled after the US Sentencing Guidelines for well-designed 
and adequately resourced programs. The Program independently and objectively 
performs the following functions: 

• Establish and maintain the Ethics and Compliance Program as a sound, durable, 
and adequately resourced structure in LACERA. 

• Conduct ethics and compliance risk assessments. 
• Monitor, review, evaluate, and make recommendations to improve ethics and 

compliance in LACERA’s operational processes and business practices. 
• Review and provide input on ethics and compliance-related policies and 

procedures. 
• Promote third-party/vendor ethics and compliance risk management practices. 
• Protect privacy of member information and confidentiality of other sensitive 

information in LACERA’s possession. 
• Provide ethics and compliance training and communications. 
• Maintain channels for LACERA staff and others to report suspected misconduct 

and seek guidance on ethics and compliance matters. 
• Respond to, investigate, or participate in investigations, and make 

recommendations regarding ethics and compliance concerns. 
• Measure and promote an organizational culture of ethics and compliance. 
• Report to the CEO and other senior leaders, the ACRE Committee, and the Boards 

regarding the Program and organizational ethics and compliance. 
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• Annually self-assess, and adjust as needed, subject to periodic independent 
review of the Program. 

• Work collaboratively with other divisions, management, the ACRE Committee, and 
the Boards to provide formal or informal consultation and advice to identify, 
evaluate, and mitigate potential ethics and compliance risks and make 
recommendations regarding ethics and compliance controls. 

The ACRE Committee assists the Boards in fulfilling their fiduciary oversight duties for 
LACERA’s Audit Activity and Organizational Governance Activities, which include Ethics, 
Compliance, and Enterprise Risk Management. The proposed Charter is the first step in 
implementation of LACERA’s Ethics and Compliance Program. 

CONCLUSION 

The Audit Committee recommends that the Board of Retirement and Board of 
Investments approve the proposed Ethics and Compliance Program Charter. 

Attachments 

c: Santos H. Kreimann 
Luis A. Lugo  
Jonathan Grabel  
JJ Popowich  
Laura Guglielmo  
Richard Bendall  
Steven P. Rice  
Carly Ntoya, Ph.D.  
Leisha Collins  
Christina Logan 
Allison E. Barrett 
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September 23, 2024 

TO: Each Trustee,  
  Board of Retirement 
 Board of Investments 

FROM: 2024 Audit Committee  
  Debbie Martin (BOI), Chair 

Wayne Moore (BOR), Vice Chair  
Vivian Gray (BOR), Secretary  
Nancy Durazo (BOR), Trustee  
Jason Green (BOI), Trustee  
Nicole Mi (BOI), Trustee 
Elizabeth Ginsberg (BOR/BOI), Trustee  

FOR: October 2, 2024 Board of Retirement Meeting 
 October 9, 2024 Board of Investments Meeting  

SUBJECT: Ethics and Compliance Program Foundational Work Plan  

RECOMMENDATION 

The Audit Committee recommends that the Board of Retirement and Board of 
Investments review and approve the proposed Ethics and Compliance Program 
Foundational Work Plan. 

LEGAL AUTHORITY 

At its September 19, 2024, meeting, the Audit Committee (Committee) voted to (1) 
approve the Ethics and Compliance Program Foundational Work Plan, and (2) forward 
the Work Plan to the Board of Retirement and Board of Investments. The proposed 
Audit, Compliance, Risk, and Ethics (ACRE) Committee Charter, also approved by the 
Audit Committee (and on the October agendas for the Boards’ final approval), provides 
in Section VII.B.13.b for foundational Program work to be performed by the CEO and 
Chief Counsel pending the hiring of the Chief Ethics and Compliance Officer (CECO) 
and for the status of such work to be regularly reported to the ACRE Committee and the 
Boards.  

DISCUSSION 

A formal Ethics and Compliance Program (Program) is one of the priorities of the Board 
of Retirement’s 2023-2028 Strategic Plan and is supported by best practices in the public 
pension community. Once the Ethics and Compliance Program Charter and updated 
Audit, Compliance, Risk, and Ethics Committee Charter are approved by   the Boards, it 
is recommended staff begin implementation of the proposed Ethics and Compliance 
Program Foundational Work Plan (Work Plan). This Work Plan has been reviewed and 
vetted by LACERA’s Ethics and Compliance consultants. The Work Plan outlines  
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foundational Ethics and Compliance Program activities that are important to launch the 
Program and manage LACERA’s ethics and compliance risks in the interim between 
Charter approval and establishing and staffing the Ethics and Compliance Office in the 
Legal Division. The CEO and the Legal Division staff members currently leading the 
Ethics and Compliance Program strategic initiative will oversee the Work Plan, in 
ongoing consultation with the ACRE Committee, the Boards, other members of the 
Executive Office and management, and the staff Ethics and Compliance Committee.  

The following chart provides an overview of the proposed Work Plan activities and target 
dates for completion, with descriptions of each activity outlined below. This foundational 
work will help position the Program and the CECO for success by preparing the 
organization and collecting background risk information with which the CECO may begin 
work. 
 
Program Activity Target Completion 

Date 
Ethics and Compliance Education Plan Ongoing 
Policy Management Phase 1 December 2024 
Baseline Ethics and Compliance Risk 
Assessment 

January 2025 

Baseline Ethics and Compliance Cultural Survey January 2025 
Chief Ethics and Compliance Officer and Deputy 
Job Descriptions and Salaries 

January 2025 

LACERA Code of Ethical Conduct Update March 2025 

Ethics and Compliance Education Plan 

A central goal of the Program is to infuse ethics and compliance into LACERA’s culture, 
such that ethics and compliance become as inherent as our mission to produce, protect, 
and provide the promised benefits and for all staff to understand the significance of the 
Program and how it will support day-to-day operations. Initial education efforts have 
already begun as the Ethics and Compliance Program strategic initiative team and the 
Ethics and Compliance Committee regularly communicate the meaning and value of 
ethics and compliance to staff. Following monthly meetings, the multi-divisional Ethics 
and Compliance Committee members are charged with reporting out to their respective 
divisions on Committee activities (including new or updated policies and updates on 
Program development). Program socialization will also include separate orientations 
tailored to particular roles and responsibilities (Trustees, Executive Office, Management, 
Supervisors, Front-Line Staff), an Ethics and Compliance Intranet landing page, and 
frequent updates at LACERA’s monthly brown bag meetings which are directed by the 
Executive Office. Ethics and Compliance Committee staff are also pursuing education 
from third-party providers, such as the Society of Corporate Compliance and Ethics and 
the Practising Law Institute. 

Policy Management 

Policy management is a critical element of mitigating ethics and compliance risk. 
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Members of the Ethics and Compliance Committee have been diligently inventorying 
organizational policies and procedures to organize and render those documents 
searchable and accessible to all staff. A subcommittee is currently working with the 
Systems division Project Management Group to develop an in-house software solution 
(leveraging Microsoft SharePoint) to create Compass: LACERA’s Policy Library. 
Compass will ensure every LACERA staff member is able to readily locate, apply, and 
adhere to policies and procedures as they perform their day-to-day operations in 
compliance with the law and regulations. 

Baseline Ethics and Compliance Risk Assessment 

Ethics and Compliance strategic team leaders will conduct a baseline query of division 
leaders about ethics and compliance risk profiles and operational gaps to assist in 
determining what additional controls may be needed, such as divisional training, ethics 
and compliance action plans, policies, and procedures. These initial assessments will 
include ethics and compliance risk questionnaires or surveys followed by interviews. The 
assessment process will also ensure management understands how the Program will 
serve as a valuable resource to support their individual operations. 

Baseline Ethics and Compliance Culture Survey 

This survey will establish a baseline for benchmarking the organization’s understanding 
of, appetite for, and adherence to LACERA’s ethics and compliance standards at a 
cultural level. The initial survey will measure elements such as: 1) staff’s comprehension 
of the meaning, value, and necessity of ethics and compliance for the organization; 2) 
staff’s perception of senior leadership’s commitment to ethics and compliance; 3) staff’s 
knowledge of reporting channels--how to access those channels and report suspected 
misconduct; 4) staff’s confidence in LACERA’s commitment to nonretaliation; and 5) 
staff’s trust in organizational justice, i.e. that LACERA has a methodical and fair 
investigative process and treats misconduct consistently. The survey will also serve as 
an additional educational tool and communicate to staff the significance of the Program, 
their involvement in it and leadership’s commitment to it. 

CECO and Deputy Job Descriptions and Salaries 

Job Descriptions for the Chief Ethics and Compliance Officer and the Deputy position are 
being drafted in conjunction with Human Resources. Evaluation of the appropriate salary 
level for both positions is also underway. The CECO recruitment plan is dependent on 
County approval of the position. Once the CECO is approved, recruited, and hired, they 
will oversee the recruitment process and hiring of additional Ethics and Compliance Office 
staff (e.g., the Deputy position). 

LACERA’s Code of Ethical Conduct Update 

LACERA’s Code of Ethical Conduct is a cornerstone of the organization’s Ethics and 
Compliance Program, sets expectations, and serves as an ethical decision-making guide. 
The document will be updated to reflect the Ethics and Compliance Program, other 
applicable 2023-2028 strategic plan initiatives, LACERA’s new vision, values, and guiding 
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principles. The Code will continue to address and further define reporting roles and 
responsibilities, LACERA’s investigative process for instances of misconduct, as well as 
ethics and compliance risks specific to LACERA’s business operations. In addition to any 
substantive revisions, the format of the Code will be updated to improve accessibility via 
additional channels and made interactive where indicated. The Code update will be 
followed by organization-wide training, further educating staff on its significance, value, 
and their responsibility to always work in accordance with the Code. The Code was last 
reviewed and revised in November 2021 and has a three-year review cycle, so review is 
timely. 

CONCLUSION 

Ethics and compliance are an inherent part of LACERA’s constitutionally mandated 
fiduciary duties of care, skill, prudence, and diligence, and impact the entire organization 
and its mission to produce, protect, and provide the promised benefits to members and 
their beneficiaries. Accordingly, upon approval of the Ethics and Compliance Program 
Charter, it is important to implement the foundational elements of the Program through 
the proposed Work Plan. 

The Audit Committee recommends that the Boards review and approve the proposed 
Ethics and Compliance Program Foundational Work Plan. 

c: Santos H. Kreimann  
Luis A. Lugo  
Jonathan Grabel 
JJ Popowich  
Laura Guglielmo  
Ted Granger  
Chaitanya Errande  
Richard Bendall  
Steven P. Rice  
Carly Ntoya, Ph.D.  
Leisha Collins 
Christina Logan 
Allison Barrett 



September 26, 2024 

TO: Trustees – Board of Investments 

FROM:   Luis A. Lugo, Deputy Chief Executive Officer 
Laura Guglielmo, Assistant Executive Officer 
JJ Popowich, Assistant Executive Officer 
Steven P. Rice, Chief Counsel 
Vache Mahseredjian, Principal Investment Officer 
Ted Granger, Chief Financial Officer 

FOR: October 9, 2024 Board of Investments Meeting 

SUBJECT: Actuarial Funding Policy and Interest Crediting Policy Approval 

RECOMMENDATION 

It is recommended that the Board of Investments: 

a. Adopt the revised Actuarial Funding Policy effective for the fiscal year beginning July 1,
2024.

b. Adopt a separate Interest Crediting Policy for Reserve Accounts effective for the fiscal
year beginning July 1, 2024.

SUMMARY 

At the September 2024 Board of Investments meeting, drafts of two proposed policies were 
presented for review and comment: an updated Actuarial Funding Policy and a new Interest 
Crediting Policy.  As no changes have been proposed, adoption of the policies is recommended. 

The entire package from last month’s presentation is attached. 

Reviewed and Approved: 

______________________________ 
Santos H. Kreimann 
Chief Executive Officer 

Attachments 

I. Board of Investments Memo dated August 26, 2024, and Attachments
(Re: Actuarial Funding Policy and Interest Crediting Policy)

c: Jonathan Grabel, LACERA 
Richard Bendall, LACERA 
Fesia Davenport, CEO, Los Angeles County 



August 26, 2024 

TO: Trustees – Board of Investments 

FROM:   Luis A. Lugo, Deputy Chief Executive Officer 
Laura Guglielmo, Assistant Executive Officer 
JJ Popowich, Assistant Executive Officer 
Steven P. Rice, Chief Counsel 
Vache Mahseredjian, Principal Investment Officer 
Ted Granger, Chief Financial Officer 

FOR: September 11, 2024 Board of Investments Meeting 

SUBJECT: Actuarial Funding Policy and Interest Crediting Policy 

BOARD REVIEW AND FEEDBACK 

Two new policies are presented to the Board of Investments for review and comment: a draft 
Actuarial Funding Policy and a draft Interest Crediting Policy (Attachments II and III, respectively). 
The Actuarial Funding Policy contains proposed updates and revisions, while a new Interest 
Crediting Policy is added for clarity and usefulness.  Changes and edits made by Trustees will be 
included in the final versions, which will be presented at the next BOI meeting in October 2024, 
at which time the Board will have the opportunity to approve and formally adopt the policies. 

EXECUTIVE SUMMARY 

At the Board of Investments (“BOI”) Offsite meeting in September 2023, LACERA’s executive, 
investments, legal, and accounting divisions and consultants from Nossaman and Milliman, 
presented an overview of the 2013 Retirement Benefit Funding Policy (“2013 Funding Policy”). 
Attachments V and VI include the 2023 presentation slides and the 2013 Funding Policy, 
respectively. 

The 2013 Funding Policy was due for a review as it had been over ten years since the last revision. 
In addition, the Board’s 2008 Actuarial Audit Policy Directive (“2008 Audit Policy”), Attachment 
VII, was overdue for review and the provisions within this Policy needed to be incorporated into 
the Board’s Funding Policy. This funding policy review initiative is included in the Investment 
Division’s 2024 Strategic Initiatives and Work Plan, which was approved by the BOI in January, 
and was added to the Board of Retirement’s Fiscal Durability strategic goal.  

Purpose 

The retirement system’s governing body establishes a funding policy for guidance in making 
funding decisions. It fulfills the governing Board’s fiduciary duty of providing benefit security for 
retirement system members while minimizing plan sponsor contributions. The policy also offers 
the consulting actuary some direction in preparing the annual retirement benefit actuarial 
valuations. 

The funding policy is the list of priorities the BOI would like LACERA to achieve with respect to 
funding of retirement benefits. It also: 
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1. Describes the BOI’s goals in funding the plan, 
2. Identifies legal parameters governing the BOI and LACERA regarding actuarial matters 

and funding, 
3. Establishes the framework to calculate contribution rates, 
4. Guides and explains LACERA’s annual valuation and triennial experience study, and 
5. Assigns the allocation of realized gains and losses to the new Interest Crediting Policy. 

 
Process 
 

An internal cross-functional team (Team) was created that included external legal counsel and 
consulting actuaries. The Team’s objectives were to ensure the Board’s Funding Policy complies 
with current legal interpretations, discusses actuarial and audit practices, provides guidance to 
the Board, and meets LACERA’s policy guidelines. 
 
The previous Funding Policy was updated and retitled “Actuarial Funding Policy” (AFP), included 
as Attachment II, and formatted to comply with LACERA policy standards. A redlined version of 
the prior policy is not included due to changes in format, style and content. Some of the updates 
and clarifications include: 
 

 Key principles to identify the Board’s funding objectives. 
 Funding goal that determines a funding target. 
 Actuarial process including the annual valuation, triennial experience study, and actuarial 

reviews and audits. 
 Policy definitions which help readers understand technical terminology. 
 Actuarial funding procedures to define actuarial methods. 
 Discretionary benefits discussion when earnings exceed the funding goal. 

 
The Team consensus is that the interest crediting process warrants a separate policy and 
therefore it drafted the Interest Crediting Policy (“ICP”) For Reserve Accounts, see Attachment III. 
The new ICP introduces a new term called “Available Earnings,” sets the interest crediting rate 
for the Member Reserve account within the Policy, and establishes a requirement to fund the 
Contingency Reserve at 1% of the fair value of assets each crediting cycle. Other changes align 
the reserve account treatment within actuarial and accounting processes and provide support for 
internal accounting operations. 
 
LACERA’s internal Policy Committee reviewed these new policies which provide direction and 
guidance for the Board and will be updated on a regular basis. We will incorporate any Trustee 
feedback into the prospective policy documents. 
 
LEGAL AUTHORITY 
 

Under Article XVI, section 17(e) of the California Constitution, the BOI, as part of and consistent 
with its “plenary authority and fiduciary responsibility for investment of moneys and administration 
of the system,“ has the “sole and exclusive power to provide for actuarial services in order to 
assure the competency of the assets of the public pension or retirement system.”     
 
State statutes also govern the BOI’s actuarial process, including, among other things, valuations, 
the setting of actuarial assumptions and amortization, determination of contribution rates taking 
into account normal cost and the unfunded liability, cost sharing requirements between members 
and participating employers, and delivery of recommended rates to the County and their approval 
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by the County Board of Supervisors. Importantly, the Legislature recognizes the BOI’s “plenary 
authority to recommend adjustments to county and district contributions as necessary to ensure 
the appropriate funding of the system” and to take appropriate steps to enforce its authority. (Cal. 
Gov’t Code, §31454.7.) 
 
In addition to provisions for funding the LACERA plan, Government Code Section 31591 of the 
County Employees Retirement Law of 1937 (CERL) provides that interest shall be “credited 
semiannually on June 30th and December 31st to contributions in the retirement fund which have 
been on deposit for six months immediately prior to that date.” Government Code Sections 31592 
and 31592.2 of CERL further provide that earnings of the retirement fund during any year in 
excess of the total interest credited to contributions and reserves during such year “shall remain 
in the fund as a reserve against deficiencies in interest earnings in other years, losses on 
investments and other contingencies,” and that upon maintaining at least one percent of assets 
in a contingency reserve after such interest crediting, the earnings may be allocated as provided 
by CERL and other applicable law.  
 
Fiduciary Considerations 
 

Following from the legal authority described above, the Funding and Interest Crediting Policies 
are a prudent exercise of the BOI’s plenary authority in order to establish and define the fiduciary 
framework and fulfill the BOI’s Duty of Prudence in administering the plan and Duty of Loyalty 
to its members and their beneficiaries, owed under the California Constitution, consistent with the 
recommendation of the plan’s actuary, so long as decisions are not arbitrary and capricious.  
 
The guiding principles are reflected in the funding goals as set forth in the Funding Policy, 
including: 
 

1. Seek 100% funding ratio over time: BOI1 should have a prudent means to fund the plan 
so that it has a reasonable and sound expectation that the plan will be able to timely pay 
members and beneficiaries the defined benefits promised them under the plan; 
 

2. Maintain an “actuarially sound” plan: Board has a duty to ensure that the plan is 
actuarially funded so that the plan is able to pay promised benefits; 
 

3. Constitutional duty to “minimize employer contributions”: BOI has the constitutional, 
but not fiduciary, duty to “minimize employer contributions” by diversifying investments 
and maximizing risk-adjusted returns, consistent with the recommendations of the actuary 
and considering the future liabilities/stability of plan. Contribution rates should be as low 
as “practicable” under the circumstances, but not necessarily as low as “possible;” 
 

4. Eliminate UAAL over reasonable period of time: The funding plan should seek to 
eliminate the UAAL over time, and minimize volatility in contribution rates while doing so; 
 

5. Adjust in the event that experience no longer matches assumptions: The principles 
reflected in the Funding Plan take into account that the adjustment will be made based on 
experience. 

 
1 BOI Trustees all have the same fiduciary responsibilities as one another to do so. 
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ACTUARIAL FUNDING POLICY HISTORY 

In 1994, Los Angeles County and LACERA entered into a retirement system funding agreement 
(“1994 Agreement”) which was created to sunset in fifteen years. As stipulated in the agreement, 
the County issued pension obligation bonds and transferred the proceeds to fully fund the 
LACERA retirement system at that time. The agreement was amended in 2002 to define concepts 
such as surplus funding, unfunded liabilities, amortization of unfunded liabilities, and a new 
reserve account. 
 
The Board of Investments approved the LACERA Retirement Benefit Funding Policy in 2009, 
upon expiration of the 1994 Agreement. This first version of the Funding Policy included major 
components of a long-term funding policy such as: overfunding, underfunding, asset valuation, 
excess earnings, valuation cycle, valuation reserves, non-valuation reserves, and allocation of 
actuarial assets. The Board amended the Funding Policy in 2013 to conform to new standards 
mandated by PEPRA (California Public Employees’ Pension Reform Act of 2013). 
 
Actuarial Audit Policy Directive 
 

The Board of Investments is responsible for hiring and retaining the consulting actuaries. In 1998, 
the Board of Investments approved the initial Actuarial Audit Policy Directive (“1998 Audit Policy”). 
The purpose was to document the Board of Investments’ process for completing audits of 
actuarial valuations and reviews of experience studies. The Policy states that the Board of 
Investments will hire a second consulting actuary (“audit actuary”), in addition the primary 
consulting actuary, to perform audits and reviews of the primary consulting actuary’s work. 
 
In 2008, the Board of Investments accepted a recommendation from LACERA’s Audit Committee 
to update the Actuarial Audit Policy. The primary change was to increase the frequency of the 
experience study reviews from every six years to every three years and continue the three-year 
cycle for valuation audits, so both review/audit processes would be aligned with the triennial 
actuarial cycle. The 2008 Audit Policy is the latest version. 
 
The 2024 AFP supersedes the 2008 Audit Policy by including language to address the audit 
process in Section V. C. 2. “Actuarial Audit”. Although the 2008 Audit Policy contained detailed 
procedural steps for performing the audit and review work, the scope of work language describing 
the audit process included in the actuarial audit agreement is more comprehensive than the 
former actuarial audit policy. 
 
ACTUARIAL FUNDING POLICY UPDATE – 2024 
 

Following the 2023 Board Offsite meeting, an internal cross-functional team (Team) was formed, 
consisting of members from executive, investments, legal, accounting, and representatives from 
external consultants including Nossaman and Milliman. The Team’s purpose was to update the 
existing 2013 Funding Policy ensuring that the new version complies with legal requirements, 
actuarial standards, and provides a principles-based document that is clear and concise. 
 
Funding Policy Updates 
 

The 2013 Funding Policy is attached for reference. The Team did not include a redlined version 
as there were substantive changes to the Policy’s format, and content. The 2024 AFP includes 
concepts, some of which were carried over from the prior policy and others that were developed 
in the new version. AFP changes and rationale are summarized below: 
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 Funding policy principles: key principles added to identify the Board’s funding objectives. 

Incorporates a principles-based approach in this revised version. 
 

 Funding goal: reiterates the Board’s funded ratio target. These concepts are carried 
forward from the prior version and clarified. 
 

 Policy definitions: expanded to define technical and actuarial terms which help readers 
understand terminology used in the document. The prior version contained a limited set 
of definitions. 
 

 Valuation cycle: describes the annual actuarial valuation, triennial actuarial experience 
study, and actuarial review and audit processes. The language is examined and updated 
to include a reference to contribution timing. 
 

 Actuarial funding procedures: includes various actuarial methods which are defined and 
applied to LACERA’s actuarial process. These actuarial terms are expanded to better 
describe these concepts within the context of a funding policy. 
 

 Discretionary benefits: discusses BOI options when funds exceed the amount needed to 
meet the funding goal. Language is clarified to identify actions that can be considered in 
this situation after legal requirements are met. 
 

 Interest crediting: references the semi-annual process of allocating realized earnings to 
reserve accounts. Staff drafted a separate policy to address this process and document 
the approach which includes some changes from the prior method. 
 

 Legal references: updated and included as hyperlinks throughout the document. Inserts 
links that will allow readers to more easily reference legal code sections when using the 
document electronically. 
 

 Policy formatting: reformatted document to comply with LACERA policy standards by 
using a consistent structure and format. 
 

 Policy revisions: updates are scheduled for every three years. 
 
INTEREST CREDITING POLICY – 2024 
 

During the review and deliberations of the AFP, the Team determined that the interest crediting 
process was related to the Board’s actuarial funding policy but an independent internal process 
that was better documented in a separate Board policy. The interest crediting process existed in 
the 2013 Funding Policy although the description is abbreviated. Policy language in conjunction 
with internal practices and procedures were relied upon. 
 
The Team determined that a separate ICP would provide additional transparency, guidance and 
documentation which can be easily referenced by the LACERA accounting team and the 
consulting actuary. The new policy document incorporates the following: 

 
 Member Reserve Rate: sets the interest crediting rate for the Member Reserve account. 

An updated method pre-determines the interest crediting rate, set at one-half the 



RE: Actuarial Funding Policy and Interest Crediting Policy 
August 26, 2024 
Page 6 
 
 

 

assumed investment earnings rate. This improves internal benefit operations that apply 
the interest crediting rate and reduces uncertainty when realized earnings from 
investment markets fluctuate. 
 

 Contingency Reserve: establishes a requirement to allocate Available Earnings to the 
Contingency Reserve at 1% of the fair value of assets each crediting cycle. The new 
method aligns actuarial and accounting process and helps reduce volatility in interest 
crediting for the Member Reserve account due to a waterfall style application of earnings. 

 
 Undistributed Earnings Reserve: creates a new reserve account in the last priority 

position. The account will post any remaining earnings after all other priorities have been 
satisfied or offset deficiencies in realized earnings amounts. 

 
 Reserves waterfall: updates the realized earnings allocation process by defining a new 

term, “Available Earnings”, clarifying reserve account priorities, and eliminating unused 
reserve accounts. 

 
 Actuarial and accounting processes: establishes alignment in reserve account treatment 

between the annual actuarial valuation methods and the semi-annual interest crediting 
accounting process. 

 
 Appendix: includes examples of interest crediting scenarios which can be referred to for 

crediting interest in specific situations when there are fluctuations in investment earnings 
from the pension plan investment portfolio. 

 
 Internal procedures: steps that can be referenced by staff and updated in conjunction with 

the ICP. 
 

 Standards and revisions: the document complies with LACERA policy standards by using 
a consistent structure and format and requires updates every three years. 

 
Interest Crediting Procedures 

 

In creating the ICP, updates were made to past practice. These procedural changes are 
consistent with the Team’s interpretation of legal concepts and actuarial standards, and better 
align the accounting and actuarial procedures. 
 
1. Available Earnings is a new term. Procedures in the ICP are consistent with past practices.  

This new policy articulates that prior period balances in the Contingency Reserve and the 
Undistributed Earnings Reserve are combined with Realized Earnings for the current 
period, and then the interest crediting process can be applied to the first priority, the 
Member Reserve. 

 
2. Member Reserve Rate is set by Board Policy. The interest rate for crediting the Member 

Reserve is one-half the assumed investment return for the six-month interest crediting 
cycle. If the Available Earnings dollar amounts fall short of the dollar amount needed to 
post interest credits to the Member Reserve, a negative balance investment will be shown 
in the Undistributed Earnings Reserve. However, under the methodology described in the 
ICP, the negative balances are addressed first, and presumably eliminated, with positive 
Realized Earnings in the next interest crediting cycle. 
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Per the prior policy, the Member Rate was determined by actual Realized Earnings for the 
period. Over the past 11 years (22 cycles), the Member Reserve received the full interest 
credit amount except in four periods2 where the Realized Earnings did not meet the target 
amount. 
 

3. Streamlines internal member operations. Setting the Member Reserve interest crediting 
rate within the Policy eliminates uncertainty and frequent changes to internal processes. 
For example, Benefits and Member Services teams apply the interest crediting rate to 
previous service purchase contracts entered into by members. 
 

4. Contingency Reserve is set at 1% of the fair market value of assets. Establishing the 
Contingency Reserve at each interest crediting cycle aligns the accounting procedure with 
the actuarial practice. Similar to the Member Reserve, if the Available Earnings dollar 
amounts fall short of the dollar amount needed to post interest credits to the Contingency 
Reserve and establish the 1% minimum threshold, a negative balance investment will be 
shown in the Undistributed Earnings Reserve. However, under the methodology described 
in the ICP, the negative balances are addressed first, in the calculation of available 
earnings, and can be eliminated with sufficient positive Realized Earnings for that period. 

 
5. Undistributed Earnings Reserve is a new reserve account. This account was established 

to receive allocations after all priorities have been met. In addition, this account will be 
used to post contra or negative balances when earnings are not sufficient to meeting the 
Member Reserve or Contingency Reserve requirements set forth in the new ICP. It is 
anticipated that negative balances will occur infrequently under the revised interest 
crediting process. 
 

6. Reserve account priorities have been clarified. The accounting priorities to receive interest 
credits are aligned with actuarial practices as listed below. The Employer Reserve is the 
third priority and duplicate entries have been eliminated. With sufficient Realized earnings 
for the period, the Employer Reserve receives interest credits immediately following the 
Member Reserve and Contingency Reserve: 

i. Member Reserve 
ii. Contingency Reserve 
iii. Employer Reserve 
iv. Undistributed Earnings Reserve 

 
7. Eliminated two reserve accounts that were not used. The Advanced Employer 

Contribution and County Contribution Credit Reserve were removed from the Policy. 
These reserve accounts, previously established by the 2009 Funding Policy, have been 
depleted and not used for over ten years. 

 
Interest Crediting Examples 

 

In addition to creating a separate Interest Crediting Policy, the Team developed interest 
crediting examples, Attachment IV. The examples illustrate the step-by-step process of 

 
2 The interest crediting rate applied to the Member Reserve was based on actual realized earnings of LACERA, which 
were less than one-half the assumed investment return, for the cycles ending 6/30/2023, 12/31/2018, 6/30/2016, and 
12/31/2015. 
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applying interest credits in the three scenarios below. These examples can be used for 
assistance when necessary and are an appendix to the ICP. 

 
 Scenario #1: Available Earnings less than amount needed for Member Reserve interest 

credit and Contingency Reserve allocation. 
o This situation results in a negative balance in the Undistributed Earnings Reserve 

which, with sufficient Realized Earnings, can be offset or eliminated in the next interest 
crediting cycle. 
 

 Scenario #2: Available Earnings greater than amount needed for Member Reserve interest 
credit and Contingency Reserve allocation but not enough for full Employer Reserve 
credit. 
o This scenario results in providing full interest credits to the first two priorities, Member 

Reserve and Contingency Reserve. There is a remaining balance that is applied to 
provide the Employer Reserve with partial interest credits but not the full amount. 

 
 Scenario #3: Available Earnings greater than amount needed for Member Reserve interest 

credit and Contingency Reserve, and full Employer Reserve credit. 
o In this example, interest credits are applied to the first three priorities, Member 

Reserve, Contingency Reserve, and Employer Reserve. The Undistributed Earnings 
Reserve is credited with the remaining Available Earnings balance. 

 
IMPLEMENTATION 
 

Following the Board’s review and adoption of these policies, implementation would occur in the 
current fiscal year 2024-2025. The first interest crediting cycle under the new ICP would be for 
December 31, 2024. The fiscal year end June 30, 2025 annual financial statements will reflect 
the reserve accounts described in these policies. 
 
IMPACT 
 

The AFP and ICP are important governing documents for the Board. These tools provide written 
direction and are living documents that can be reviewed and updated. The recommended 
revisions provide additional clarity and transparency. 
 
CONCLUSION 
 

The Board of Investments is responsible for making decisions regarding the funding of LACERA’s 
retirement benefits. The Actuarial Funding Policy (AFP) provides guidance and had not been 
updated in some time. We are requesting the Board’s input to these draft policies. The policies 
will be updated to reflect Trustee feedback and then presented to the Board in October for 
approval. The Board will review them every three years in conjunction with the triennial experience 
study.  
 
The presentation slides that accompany this agenda item are included as Attachment I. Ashley 
Dunning from Nossaman and Craig Glyde from Milliman will join the September 11, 2024 BOI 
meeting virtually while LACERA Staff and Nick Collier from Milliman will attend in person. 
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Reviewed and Approved: 
 
 
 
 
______________________________ 
Santos H. Kreimann 
Chief Executive Officer 
 
Attachments 
 
I. Board of Investments Offsite – Presentation Slides for September 11, 2024 
II. Draft – 2024 Actuarial Funding Policy (revised) 
III. Draft – 2024 Interest Crediting Policy (separate policy) 
IV. 2024 Interest Crediting Examples 
V. Board of Investments Offsite – Presentation Slides, September 12, 2023 
VI. 2013 Retirement Benefit Funding Policy 
VII. 2008 Actuarial Audit Policy Directive 
 
 
c: Jonathan Grabel, LACERA 
 Richard Bendall, LACERA 
 Fesia Davenport, CEO, Los Angeles County 
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Board Review and Feedback

Process Overview

ReviewSeptember 2024
• Draft Policies presented at Board meeting

• Trustees provide feedback and input

ApproveOctober 2024
• Trustee edits and changes incorporated into Policy documents

• Policies presented for adoption

ImplementFY 2024/2025
• Actuarial Funding Policy effective for fiscal year

• Interest Crediting Policy applied with December 2024 cycle
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Strategic Priority – Fiscal Durability

Strategic Objective

5.2 Review and Revise Funding Policy 

Mission, Vision, and Values

• The Board of Investments (BOI) Actuarial Funding 

Policy and Interest Crediting policy serve as 

foundational policies in meeting our mission to 

produce, protect, and provide the promised benefit to 

our members.  

o The newly revised Actuarial Funding Policy 

provides a principles-based framework in fulfilling 

the board’s fiduciary duty of providing benefit 

security for retirement system members while 

minimizing plan sponsor contributions. 

o The Interest Crediting Policy defines the reserve 

accounts and provides a structured process and 

guidance for LACERA and actuarial consultants to 

follow. I ACT
Inclusivity   Innovation   Integrity   Accountability   Collaboration   Transparency 
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AppendixPurpose of Funding Policy
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Purpose of Funding Policy

Key Attributes

• Policy decisions are stated with applicable rationale

• Delegations are specified with oversight by the BOI

• Fiduciary framework for funding is articulated for the BOI 

to operate in compliance with the California Constitution, 

CERL, and other applicable laws

Contrast to Valuation

• BOI annually considers and adopts a Valuation 

recommended by the Actuary 

o The Valuation explains how the system is funded

o The Valuation also includes the contribution rates due 

from active members and participating employers

• A BOI Funding Policy may be adopted to provide a 

principles-based articulation of framework for funding 

LACERA benefits

Overview
A Funding Policy is the list of priorities with 

respect to funding of retirement benefits. It also:

1. Describes the BOI’s goals in funding the 

plan

2. Explains legal parameters governing the 

BOI and LACERA with respect to actuarial 

matters and funding

3. Establishes the framework to calculate 

contribution rates 

4. Explains and guides LACERA’s annual 

valuation and triennial experience study 

5. Assigns allocation of realized gains and 

losses to the new Interest Crediting Policy
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Purpose of Funding Policy

In Summary

A Funding Policy Does:

1. State policy decisions, including applicable 

rationale

2. State delegations with oversight by the BOI

3. State the fiduciary framework within which 

the BOI operates with respect to funding 

under the California Constitution, CERL, 

and other applicable law 

• Synthesize the statutory mandates 

applicable to BOI and LACERA

• Articulate statutory mandates in 

digestible format

A Funding Policy Does Not:

1. Serve as a replacement for LACERA’s annual 

actuarial valuation

2. Serve as a replacement for LACERA’s triennial 

experience study

3. Establish contribution amounts owed by 

members/employers

4. Articulate all of the assumptions or methodologies 

utilized by LACERA’s actuary 
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Purpose of Funding Policy

What an Actuary Looks for in Pension Plan Funding
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Elements of Funding Policy

• Funded Ratio equal to 100%

• Provide benefit security for members

• Maintain stable employer contributions that are as low as practicable

• Intergenerational equity

Core Elements

Funding 

Goal

Actuarial 

Cost 

method

Actuarial 

Asset

method

Amortization

Surplus

Management

• Entry Age Normal cost method is typically used for public pension plans

• Avoid significant volatility in employer contribution rates

• Amortization of Unfunded Actuarial Accrued Liability (UAAL): how to recognize a 

change in liability over time

• If UAAL is fully paid off, what to do when the plan is over 100% funded
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AppendixActuarial Funding Policy
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LACERA Funding Policy – History 

1987

1993

1994

2002

2009

2013

Pension Obligation Certificates

• Los Angeles County issued Pension 

Obligation Certificates (POCs) to 

reduce the retirement system liability

• LACERA used funding to purchase 

annuity contracts for small group of 

retirees

Pension Bond Financing Resolution

• Board of Supervisors (BOS) adopted a 

Pension Obligation Bond (POB) financing 

resolution

• County decision to fully fund the retirement 

system

Retirement System Funding Agreement

• BOS issued POBs to reduce LACERA’s 

unfunded liability

• Los Angeles County and LACERA 

entered into an agreement with a 15-

year term

Retirement System Funding Agreement 

Amendment

• “Surplus funding” was introduced as 

LACERA’s funded ratio exceeded 100% in 

late 1990s

• County’s reduction of unfunded liabilities 

increased from 5-years to 30-years with 

rolling amortization

Retirement Benefit Funding Policy

• Sunset of 1994 Agreement and 2002 

Amendment

• Long-Term Funding Policy components 

included over/under funding, asset 

valuation, excess earnings, actuarial 

valuation cycle, and restricted reserves

Retirement Benefit Funding 

Policy Amendment

• Conform to new standards 

mandated by PEPRA 

(California’s Public 

Employees’ Pension Reform 

Act of 2013)

• Prohibits reducing employer 

contributions below normal 

cost, unless plan’s funded 

status exceeds 120%

2024

Revised Actuarial Funding Policy 

and Interest Crediting Policy

• Board of Investments (BOI) to 

consider and possibly adopt 

revised Actuarial Funding 

Policy and separate Interest 

Crediting Policy
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LACERA Funding Policy – Principles

Benefit Security and Risk Mitigation

Generational Equity

Contribution Stability

Compliance with Legal Duties

The primary principle guiding actuarial funding of LACERA 

is ensuring that the plan can timely pay vested retirement 

and death benefits to the system’s members and 

beneficiaries and mitigate risk in that regard. This does 

not require that the plan remain 100% funded at all times, 

so long as LACERA has sound policies reasonably aimed 

at getting there 

Actuarial funding should be designed such that employer 

contributions will make up for any differences in actual 

assets from the funding target within a defined and 

reasonable period of time while seeking to mitigate year-

to-year volatility in contribution rates. 

Actuarial funding also aims for contributions of 

employers and active members collectively to 

accumulate the present value of benefits for 

members by the time they retire. 

The JOGC Charter and BOI’s Powers Reserved and Powers Delegated governance documents identify the BOI’s 

reserved authority and delegated responsibilities with respect to actuarial funding. The Funding Policy provides additional 

transparency and explicit instructions, permitting the BOI to monitor delegated aspects of the actuarial funding process.

Sound and Transparent Process

The California Constitution, CERL, PEPRA, and 

applicable case law provide the BOI with legal authority, 

fiduciary responsibility, and certain statutory parameters 

regarding the actuarial funding of the pension fund.  

Those duties must be exercised in an actuarially sound 

manner.
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LACERA Funding Policy – Structural Considerations 

Framework 
Articulation

Principles-based articulation of framework for funding of LACERA 
retirement benefits

Legal 
Parameters

Framework to explain legal parameters governing LACERA’s funding 
of benefits, setting of contribution rates, and crediting of earnings to 
reserves

Regular 
Processes

Framework to reflect and guide annual actuarial valuation process and 
triennial experience study, as well as to direct allocation of earnings to 
reserves

Impact of 
Changes

May consider impact of changes to Investment Policy Statement (IPS), 
or of investment market conditions, on plan funding, including short 
and long-term liquidity needs

Future 
Revisions

Should be revised periodically to implement funding policy best 
practices and to ensure legal, actuarial, and operational compliance. 

Funding Policy Development

• The revised Funding Policy 

incorporates a principles-based 

framework highlighting structural 

considerations discussed during 

    2023 BOI Offsite.
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Funding Policy Comparison

Current 2013 Policy        New 2024 Policy

01

02

03

04

01

02

03

04

Covers the core elements 

of a general funding 

policy 

Lacked articulation of legal 

parameters governing

 LACERA’s funding of benefits 

 

. 

Policy last updated over a 

decade ago

. 

Adopts a principles-based 

framework in achieving 

BOI’s funding objectives

Provides greater legal and 

process-related guidance to 

funding and actuarial matters

Clearly defines actuarial 

funding procedures

Establishes periodic 

policy review (3 years) 

CU
R
R
EN

T
N
EW

P
O
LICYExplains LACERA’s annual 

valuation and triennial 

experience study 
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Actuarial Funding Policy

Policy Principles and Highlights
• Benefit Security and Risk Mitigation

▪ The primary principle guiding actuarial funding of LACERA is ensuring that the plan can timely pay Statutory Benefits to the 

system’s members and beneficiaries and mitigate risk in that regard.

• Employer Contribution Rate Stability

▪ Actuarial funding should be designed such that employer contributions will make up for any differences in actual assets from the 

Funding Goal within a defined and reasonable period of time while seeking to mitigate year-to-year volatility in employer contribution 

rates when prudent. Employer contribution rates should be minimized to the extent practicable while maintaining the actuarial 

soundness, diversified portfolio, and appropriate funding of LACERA, in accordance with Section 31454.7 of CERL and other 

applicable law.

• Intergenerational Equity

▪ To the extent practicable, actuarial funding should aim for intergenerational equity where each generation of taxpayers incurs the 

cost of benefits for the employees who provide services to those taxpayers. 

• Sound and Transparent Process

• The BOI has authority and fiduciary responsibility with respect to actuarial funding. The Funding Policy provides additional 

transparency and guidance for the BOI in overseeing the actuarial funding process.

Legal Authority

• California Constitution, Art. XVI, §17(e) provides that the BOI and trustees have sole fiduciary power and authority to employ actuarial services to “assure the competency of the assets” 

of the fund

• CERL and PEPRA contain financial provisions on actuarial valuations, assumption setting and amortization, contribution rate setting taking into account the normal cost and the UAAL, 

and delivery of rates to the County, including plenary fiduciary authority to set “contributions as necessary to ensure the appropriate funding of the system”

• Approval of a Funding Policy is prudent exercise of authority to establish guiding framework for exercise of the BOI’s actuarial responsibility 
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Funding Policy

High-Level Policy Changes

Updates/Changes Purpose

Funding Policy Principles Key principles added to identify the Board’s funding objectives.

Funding Goal Reiterates the Board’s funded ratio target.

Policy Definitions Expanded to define technical and actuarial terms which help readers understand 
terminology used in the document.

Valuation Cycle Describes the annual actuarial valuation, triennial actuarial experience study and 

actuarial review and audit processes.

Actuarial Funding Procedures Includes various actuarial methods which are defined and applied to LACERA’s 

actuarial process.

Discretionary Benefits Discusses BOI options when earnings exceed the funding goal.

Interest Crediting References the semi-annual process of allocating realized earnings to reserve 

accounts, detailed in a new BOI policy.

Legal References Updated and included hyperlinks throughout the document.

Standards and Revisions Complies with LACERA policy standards by using a consistent structure and 

format and requires updates every three years.
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AppendixInterest Crediting Policy
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Interest Crediting Policy

Policy Highlights

• New Policy: Establishes a BOI policy separate from 

the Actuarial Funding Policy.

• Member Reserve: Sets account interest crediting 

rate at one-half the assumed investment return for 

the six-month interest crediting cycle.

• Contingency Reserve: Re-establishes the reserve 

balance at 1% of fair market value of assets for each 

crediting cycle.

• Available Earnings: New term which includes prior 

period balances in the Contingency Reserve and 

Undistributed Earnings Reserve, in addition to 

current period Realized Earnings.

• Undistributed Earnings Reserve: New reserve 

account to post any remaining earnings after all 

priorities have been satisfied or offset any earnings  

deficiencies.

• Employer interest crediting:

▪ Employer Reserve set as Priority 3, following 

Member and Contingency Reserves.

▪ Eliminates unused reserve accounts.

• Aligns legal, accounting and actuarial procedures:

▪ Contingency Reserve treated the same.

▪ Includes Appendix with Interest Crediting 

Examples.

• Accounting Process: Outlines accounting process 

and provides guidance and detail.
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Interest Crediting Policy

Legal Authority
• Fiduciary duty of prudence and loyalty to members and their beneficiaries owed by BOI and trustees under California Constitution, Art. XVI, §17 

• CERL Section 31591 requiring semiannual crediting of interest on contributions

• CERL Section 31592 and 31592.2 providing for a contingency reserve of one percent of assets

• Other financial provisions addressing LACERA’s accounting and use of earnings

Policy Elements Purpose

New BOI Policy Document Separates detailed actuarial and accounting procedures from the Funding Policy.

Member Reserve Rate Sets the interest crediting rate for the Member Reserve account.

Contingency Reserve Establishes a requirement to fund the Contingency Reserve at 1% of fair value of assets 

each crediting cycle.

Undistributed Earnings Reserve Creates a new reserve account to post remaining earnings after priorities have been 

satisfied or offset deficiencies in realized earnings.

Reserves Waterfall Updates realized earnings allocation process by defining a new term “Available 

Earnings” and clarifying the reserve account priorities. Removes unused accounts.

Actuarial and Accounting 

Process

Establishes alignment in reserve account treatment between the actuarial valuation 

methods and the interest crediting accounting process.

Appendix Includes examples of interest crediting scenarios for reference.

Standards and Revisions Complies with LACERA policy standards by using a consistent structure and format and 

requires updates every three years.
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Interest Crediting Waterfall

Earnings allocation to Reserve Accounts in Priority order

   Old Method        New Method

R
e

s
e

rv
e

s
 W

a
te

rf
a

ll
Contingency

Priority 1: Member

Priority 2: Employer 
(Advance Contributions)

Priority 3: Employer

Priority 4: County 
Contribution Credit

Priority 5: Employer

Priority 6: Contingency

Priority 7: Employer

Priority 8: Excess 
Earnings

R
e

s
e

rv
e

s
 W

a
te

rf
a

ll

Available Earnings

(prior period Reserve balances and 
Realized Earnings)

Priority 1: Member

(1/2 investment return assumption)

Priority 2: Contingency

(1% of fair market value of assets)

Priority 3: Employer

(1/2 investment return assumption)

Priority 4: Undistributed Earnings

(remaining earnings or deficits)
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1

Next Steps

2

3

STEP

STEP

STEP

Obtain feedback from Board of Investments
Update policies, as necessary

Request Board of Investment approval
October 2024 meeting

A. Revised Actuarial Funding Policy becomes effective July 1, 2024

B. Apply Interest Crediting Policy changes on December 31, 2024

21
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AppendixAppendix
The scenarios on the following pages contain the same information as the Appendix to the Interest Crediting Policy but are 
presented in a slightly different format.
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Interest Crediting: Scenario 1

Available Earnings less than amount needed for Member Reserve Interest Credit + Contingency Reserve Allocation

Pension Plan Reserves as of June 30, XXXX As of December 31, XXXX

Member Reserve $30,000,000,000 Fair Value of Assets $82,000,000,000

Contingency Reserve $800,000,000 Cumulative Unrealized Investment Portfolio Appreciation $16,000,000,000

Employer Reserve $35,000,000,000 Realized Earnings for the Period $0

Undistributed Earnings Reserve $200,000,000 1.0% Fair Value of Assets (FVA) $820,000,000

STAR Reserve $610,000,000

Total Reserves at Book Value $66,610,000,000

Available Earnings as of December 31, XXXX $1,000,000,000

  (= Realized Earnings for the Period + Contingency Reserve + Undistributed Earnings Reserve)

Interest Crediting / Allocation as of December 31, XXXX

Pension Plan 

Reserves Before 

Crediting / 

Allocation

Credit / 

Allocated 

Amount

Effective 

Interest 

Credit / 

Allocation

Available Earnings 

Remaining After 

Credit / Allocation

Pension Plan 

Reserves as of 

December 31, XXXX

Member Reserve $30,000,000,000 $1,050,000,000 3.5% ($50,000,000) $31,050,000,000

Contingency Reserve $0 $820,000,000 1.0% FVA ($870,000,000) $820,000,000

Employer Reserve $35,000,000,000 $0 0.0% ($870,000,000) $35,000,000,000

Undistributed Earnings Reserve $0 ($870,000,000) $0 ($870,000,000)

STAR Reserve $610,000,000 $0 $610,000,000

Total Reserves at Book Value $65,610,000,000 $1,000,000,000 $66,610,000,000
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Interest Crediting: Scenario 2

Available Earnings greater than amount needed for Member Reserve Interest Credit + Contingency Reserve but not enough for full 

Employer Reserve Credit

Pension Plan Reserves as of June 30, XXXX As of December 31, XXXX

Member Reserve $30,000,000,000 Fair Value of Assets $82,000,000,000

Contingency Reserve $800,000,000 Cumulative Unrealized Investment Portfolio Appreciation $16,000,000,000

Employer Reserve $35,000,000,000 Realized Earnings for the Period $1,220,000,000

Undistributed Earnings Reserve $200,000,000 1.0% Fair Value of Assets (FVA) $820,000,000

STAR Reserve $610,000,000

Total Reserves at Book Value $66,610,000,000

Available Earnings as of December 31, XXXX $2,220,000,000

  (= Realized Earnings for the Period + Contingency Reserve + Undistributed Earnings Reserve)

Interest Crediting / Allocation as of December 31, XXXX

Pension Plan 

Reserves Before 

Crediting / 

Allocation

Credit / 

Allocated 

Amount

Effective 

Interest 

Credit / 

Allocation

Available Earnings 

Remaining After 

Credit / Allocation

Pension Plan 

Reserves as of 

December 31, XXXX

Member Reserve $30,000,000,000 $1,050,000,000 3.5% $1,170,000,000 $31,050,000,000

Contingency Reserve $0 $820,000,000 1.0% FVA $350,000,000 $820,000,000

Employer Reserve $35,000,000,000 $350,000,000 1.0% $0 $35,350,000,000

Undistributed Earnings Reserve $0 $0 $0 $0

STAR Reserve $610,000,000 $0 $610,000,000

Total Reserves at Book Value $65,610,000,000 $2,220,000,000 $67,830,000,000
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Interest Crediting: Scenario 3

Available Earnings greater than amount needed for Member Reserve Interest Credit + Contingency Reserve Allocation + full 

Employer Reserve Credit

Pension Plan Reserves as of June 30, XXXX As of December 31, XXXX

Member Reserve $30,000,000,000 Fair Value of Assets $82,000,000,000

Contingency Reserve $800,000,000 Cumulative Unrealized Investment Portfolio Appreciation $16,000,000,000

Employer Reserve $35,000,000,000 Realized Earnings for the Period $2,200,000,000

Undistributed Earnings Reserve $200,000,000 1.0% Fair Value of Assets (FVA) $820,000,000

STAR Reserve $610,000,000

Total Reserves at Book Value $66,610,000,000

Available Earnings as of December 31, XXXX $3,200,000,000

  (= Realized Earnings for the Period + Contingency Reserve + Undistributed Earnings Reserve)

Interest Crediting / Allocation as of December 31, XXXX

Pension Plan 

Reserves Before 

Crediting / 

Allocation

Credit / 

Allocated 

Amount

Effective 

Interest 

Credit / 

Allocation

Available Earnings 

Remaining After 

Credit / Allocation

Pension Plan 

Reserves as of 

December 31, XXXX

Member Reserve $30,000,000,000 $1,050,000,000 3.5% $2,150,000,000 $31,050,000,000

Contingency Reserve $0 $820,000,000 1.0% FVA $1,330,000,000 $820,000,000

Employer Reserve $35,000,000,000 $1,225,000,000 3.5% $105,000,000 $36,225,000,000

Undistributed Earnings Reserve $0 $105,000,000 $0 $105,000,000

STAR Reserve $610,000,000 $0 $610,000,000

Total Reserves at Book Value $65,610,000,000 $3,200,000,000 $68,810,000,000
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Actuarial Funding Policy 

  

Authorizing Manager: Jon Grabel, Chief Investments Officer 

 

Original Issue Date: December 9, 2009 

 

Effective Date: July 1, 2024  Last Updated: August 12, 2024 

 

Mandatory Review: Every 3 Years 

 

Approval Level: Board of Investments 
 

I. Purpose 

The policy provides guidance to the Board of Investments (BOI) in making decisions about the 
funding of LACERA’s retirement benefits. The policy also gives direction to LACERA’s consulting 
actuary in their work.  
 
II. Scope 
 
The policy is applicable to the Board of Investments and is limited to the funding of LACERA’s 

retirement benefits.  

III. Legal Authority  
 

The BOI governs LACERA in accordance with the California Constitution, County Employees 
Retirement Law (CERL), California Public Employees’ Pension Reform Act of 2013 (PEPRA), 
Internal Revenue Code requirements, and applicable case law.  

 
IV. Definitions 

For the purpose of this Policy, the terms below have the following definitions: 

Actuarial Accrued Liability (AAL) – The portion of the present value of projected benefits that 

is attributed to past service determined by the actuarial funding method.  

Actuarial Cost Method – A process used to allocate present value of projected benefits among 

past and future periods of service.  

Actuarial Standards of Practice – Guidance provided to actuaries on the techniques, 

applications, procedures, and methods that reflect appropriate actuarial practices in the United 

States.  

Actuarial Surplus – The positive difference, if any, between the Valuation Assets and the 

Actuarial Accrued Liability  

Actuarial Value of Assets (AVA) – The Fair Value of Assets less or plus the net deferred 

investment gains or losses not yet recognized by the Asset Smoothing Method.  

 

https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=CONS&sectionNum=SEC.%2017.&article=XVI
https://leginfo.legislature.ca.gov/faces/codes_displayexpandedbranch.xhtml?tocCode=GOV&division=4.&title=3.&part=3.&chapter=3.&article=
https://leginfo.legislature.ca.gov/faces/codes_displayexpandedbranch.xhtml?tocCode=GOV&division=4.&title=3.&part=3.&chapter=3.&article=
https://leginfo.legislature.ca.gov/faces/codes_displayText.xhtml?lawCode=GOV&division=7.&title=1.&part=&chapter=21.&article=4.
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IV. Definitions (Continued) 

Asset Smoothing Method – A process used to spread the recognition of actuarial investment 
gains or losses (relative to the assumed return) over a period of time for the purposes of 
determining the Actuarial Value of Assets.  

California Actuarial Advisory Panel – Group of eight appointed actuaries who provide public 
agencies with impartial and independent information on pensions, other post-employment 
benefits, and best practices, and report those recommendations to the Legislature.  

California Public Employees’ Pension Reform Act of 2013 (PEPRA or CalPEPRA) – This 
law affects retirement benefits and member contribution rates for most employees hired January 
1, 2013, and later. Additional provisions put limitations on employer contribution rates. 

County Employees Retirement Law of 1937 (CERL) – Body of law enacted to govern 
retirement benefits for certain public employees.  

Conference of Consulting Actuaries Public Plans Community – Group charged with 
advancing the sound actuarial and governance practice in the public sector retirement and 
employee benefits arenas. 

Employer Normal Cost Rate – The portion of the Normal Cost Rate not funded by member 
contributions.  

Entry Age Actuarial Cost Method – An Actuarial Cost Method designed to fund a member's 
total plan benefit over the course of their career. This method is designed to produce stable 
employer and member contributions in amounts that increase at the same rate as the members’ 
payroll (i.e., level percentage of payroll). 

Fair Value of Assets (FVA) – The Fiduciary Net Position Restricted for Pension Benefits as 

defined by the Government Accounting Standards Board. 

Legacy Plan Members – Members who are not in a PEPRA Plan.  

Negative Amortization – When the annual contribution to pay down the UAAL is less than the 

annual increase in UAAL due to interest. In other words, negative amortization means the 

amount owed is expected to increase during the year.  

Non-Valuation Reserves – The non-valuation reserves that are set aside for obligations or 

contingencies and are excluded from the assets used in the funding valuation. These reserves 

include the STAR Reserve, the Contingency Reserve, and the County Contribution Credit 

Reserve.  

Normal Cost – The portion of the present value of projected benefits that is attributed to current 

service by the actuarial funding method.  

Normal Cost Rate – The Normal Cost expressed as a percentage of salary.  

PEPRA – California Public Employees’ Pension Reform Act of 2013. This law affects retirement 

benefits and member contribution rates for most employees hired January 1, 2013 and later. 

  

 

https://leginfo.legislature.ca.gov/faces/codes_displayText.xhtml?lawCode=GOV&division=7.&title=1.&part=&chapter=21.&article=4.
https://leginfo.legislature.ca.gov/faces/codes_displayexpandedbranch.xhtml?tocCode=GOV&division=4.&title=3.&part=3.&chapter=3.&article=
https://leginfo.legislature.ca.gov/faces/codes_displayText.xhtml?lawCode=GOV&division=7.&title=1.&part=&chapter=21.&article=4.
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IV. Definitions (Continued) 

PEPRA Plan Members – Members whose retirement benefit provisions are covered by 

PEPRA. For LACERA, this is General Plan G and Safety Plan C.  

Realized Earnings – Earnings that have been received. This excludes changes in asset values 

due to appreciation/depreciation.  

Statutory Benefits – LACERA benefits provided under CERL and PEPRA. For purposes of 

this Funding Policy, Statutory Benefits do not include Other Post-Employment Benefits such as 

retiree healthcare benefits.  

Unfunded Actuarial Accrued Liability (UAAL) – The portion of the Actuarial Accrued Liability 

that is not currently covered by Valuation Assets. It is calculated by subtracting the Valuation 

Assets from the Actuarial Accrued Liability.  

Valuation Assets – The value of assets used in the actuarial valuation to determine employer 

contribution rate requirements. It is equal to the Actuarial Value of Assets reduced by the value 

of any Non-Valuation Reserves.  

 

V. Policy  

 

A. Funding Policy Principles 
1. Mission: LACERA’s mission is to produce, protect, and provide the promised 

benefits to its members. The Board of Retirement (BOR) is responsible for the 
administration of the retirement system. The Board of Investments (BOI) is 
responsible for establishing LACERA’s investment policy and objectives, as well as 
exercising authority and control over the investment management of the pension 
and benefits trusts. 

 
2. Legal Authority: The BOR and BOI govern LACERA in accordance with the 

California Constitution, County Employees Retirement Law (CERL), California 
Public Employees’ Pension Reform Act of 2013 (PEPRA), Internal Revenue Code 
requirements, and applicable case law. Such laws provide the boards with authority 
to pay Statutory Benefits and fund these benefits in an actuarially sound manner, 
consistent with their fiduciary responsibilities of prudence and loyalty to members 
and beneficiaries under Article XVI, Section 17 of the California Constitution. 

 
3. Key Principles: To assist the system in performing its tasks, LACERA engages the 

services of outside investment, actuarial, legal, and other professionals. Investment 
consultants are primarily guided by LACERA’s Investment Policy. The Actuarial 
Funding Policy (“Funding Policy”) provides guidance on LACERA’s funding 
objectives. 

a. Benefit Security and Risk Mitigation – The primary principle guiding 
actuarial funding of LACERA is ensuring that the plan can timely pay 
Statutory Benefits to the system’s members and beneficiaries and mitigate 
risk in that regard. 
 
 

https://leginfo.legislature.ca.gov/faces/codes_displayText.xhtml?lawCode=GOV&division=7.&title=1.&part=&chapter=21.&article=4.
https://leginfo.legislature.ca.gov/faces/codes_displayexpandedbranch.xhtml?tocCode=GOV&division=4.&title=3.&part=3.&chapter=3.&article=
https://leginfo.legislature.ca.gov/faces/codes_displayText.xhtml?lawCode=GOV&division=7.&title=1.&part=&chapter=21.&article=4.
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=CONS&sectionNum=SEC.%2017.&article=XVI
https://leginfo.legislature.ca.gov/faces/codes_displayexpandedbranch.xhtml?tocCode=GOV&division=4.&title=3.&part=3.&chapter=3.&article=
https://leginfo.legislature.ca.gov/faces/codes_displayText.xhtml?lawCode=GOV&division=7.&title=1.&part=&chapter=21.&article=4.
https://leginfo.legislature.ca.gov/faces/codes_displayText.xhtml?lawCode=GOV&division=7.&title=1.&part=&chapter=21.&article=4.
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=CONS&sectionNum=SEC.%2017.&article=XVI
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V. Policy (Continued) 

 

b. Employer Contribution Rate Stability – Actuarial funding should be 

designed such that employer contributions will make up for any differences 

in actual assets from the Funding Goal within a defined and reasonable 

period of time while seeking to mitigate year-to-year volatility in employer 

contribution rates when prudent. Employer contribution rates should be 

minimized to the extent practicable while maintaining the actuarial 

soundness, diversified portfolio, and appropriate funding of LACERA, in 

accordance with Section 31454.7 of CERL and other applicable law. 

c. Intergenerational Equity – To the extent practicable, actuarial funding 

should aim for intergenerational equity where each generation of taxpayers 

incurs the cost of benefits for the employees who provide services to those 

taxpayers.  

d. Sound and Transparent Process – The BOI has authority and fiduciary 

responsibility with respect to actuarial funding. The Funding Policy provides 

additional transparency and guidance for the BOI in overseeing the actuarial 

funding process. 

 

4. Contribution Rate Guidance: Actuarial funding aims for contributions of employers 

and active members to collectively accumulate to be equal to the present value of 

benefits for members by the time they retire. The assets and the liabilities for both 

prior and future accrued benefits will be constantly changing based on experience, 

benefit changes, assumption changes, and other outside factors impacting LACERA 

benefits. Therefore, the Funding Policy will guide the BOI in determining employer 

and member contribution rates which aim to achieve the Funding Goal and satisfy 

the Funding Policy principles. Key terms used in this policy are defined in Section 

IV. 

 

B. Funding Goal 

1. 100% Funded Ratio: LACERA’s Funding Goal is to attain long-term full funding of 

LACERA’s retirement benefits, such that the Funded Ratio is equal to 100% or 

greater (Valuation Assets at least equal to the Actuarial Accrued Liability). The 

Funding Goal is designed to assure the competency of LACERA assets to timely 

pay promised benefits in accordance with Article XVI, section 17 of the California 

Constitution, CERL, PEPRA and other applicable law. 

 

2. Progress: Progress to the Funding Goal should be done through a reasonable and 

equitable allocation of the cost of benefits over time, while satisfying the key 

principles of the Funding Policy. 

 

 

 

https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=GOV&sectionNum=31454.7.
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=CONS&sectionNum=SEC.%2017.&article=XVI
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=CONS&sectionNum=SEC.%2017.&article=XVI
https://leginfo.legislature.ca.gov/faces/codes_displayexpandedbranch.xhtml?tocCode=GOV&division=4.&title=3.&part=3.&chapter=3.&article=
https://leginfo.legislature.ca.gov/faces/codes_displayText.xhtml?lawCode=GOV&division=7.&title=1.&part=&chapter=21.&article=4.
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V. Policy (Continued) 

 

C. Valuation Cycle 

1. Schedule: LACERA engages the services of an actuary to conduct an annual 

valuation of plan liabilities and assets to measure the funding progress of the plan. 

Every third year the actuary conducts an investigation of experience to measure the 

effectiveness of the plan assumptions and valuation methodology and make 

recommendations to the BOI as needed. While the CERL provides for the valuations 

to be conducted not less than every three years, the Funding Policy requires a 

valuation and a recommendation of employer contribution rates and PEPRA 

member rates on an annual basis.  

 

Contribution rates for Legacy Plan Members will be recommended as required due 

to changes in the underlying assumptions and methodology used to calculate the 

member rates. The BOI shall set employer and member contribution rates based 

upon the investigation, valuation, and recommendations of the actuary, in 

accordance with CERL, PEPRA and other applicable law. 

 

2. Actuarial Audit: Professional guidance indicates an actuarial audit should be 

performed at least once every five years. LACERA engages an independent 

actuarial firm to perform an actuarial audit every three years following the 

investigation of experience. 

 

3. Contribution Timing: The contribution rates determined in each June 30th 

actuarial valuation are effective for the following fiscal year 12 months after the 

actuarial valuation date and in accordance with CERL. 

 

D. Actuarial Funding Procedures 

1. Follows Guidance: The actuarial funding procedures have been designed to 

comply with the Actuarial Standards of Practice and relevant guidance from the 

Conference of Consulting Actuaries Public Plans Community and the Government 

Finance Officers Association. Consideration should be given to guidance provided 

by the California Actuarial Advisory Panel (Government Code Section 7507.2). 

 

2. Actuarially Determined: Annual funding is actuarially determined and is comprised 

of a payment of the Normal Cost, which is shared by the employers and members, 

and a payment on the Unfunded Actuarial Accrued Liability (UAAL), which is made 

by the employers. The Normal Cost Rate and the UAAL contribution rate are 

determined by the following three components of this policy: 

a. Actuarial Cost Method: The process used to allocate the total present value 

of future benefits to each year (Normal Cost), and all past years (Actuarial 

Accrued Liability); 

 

https://leginfo.legislature.ca.gov/faces/codes_displayexpandedbranch.xhtml?tocCode=GOV&division=4.&title=3.&part=3.&chapter=3.&article=
https://leginfo.legislature.ca.gov/faces/codes_displayexpandedbranch.xhtml?tocCode=GOV&division=4.&title=3.&part=3.&chapter=3.&article=
https://leginfo.legislature.ca.gov/faces/codes_displayText.xhtml?lawCode=GOV&division=7.&title=1.&part=&chapter=21.&article=4.
https://leginfo.legislature.ca.gov/faces/codes_displayexpandedbranch.xhtml?tocCode=GOV&division=4.&title=3.&part=3.&chapter=3.&article=
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=GOV&sectionNum=7507.2.
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V. Policy (Continued) 

 

b. Asset Smoothing Method: The process used that spreads the recognition 

of actuarial investment gains or losses (relative to the assumed return) over 

a period of time for the purposes of determining the Actuarial Value of Assets 

used in the determination of the employer contribution rate; and 

c. Contribution Method: The process to fund the Normal Cost and 

systematically pay off the Unfunded Actuarial Accrued Liability. 

 

3. Actuarial Cost Method: The cost of financing benefits is allocated over a member’s 

working lifetime, with the goal that sufficient assets are accumulated to fund benefits 

by the time the benefits first become payable. The actuarial cost method should 

allocate the cost of paying for the promised benefits evenly over time, expressed as 

a percentage of payroll. An example of this would be the entry age actuarial cost 

method. Determining the cost as a percentage of payroll rather than level dollar 

promotes intergenerational equity as it reflects changing values over time due to 

inflation. The allocation of benefit financing to prior and future years is based on the 

Actuarial Cost Method, with the allocation for prior years being equal to the Actuarial 

Accrued Liability (AAL) and the allocation to the current year being equal to the 

Normal Cost. Note that the Actuarial Cost Method is an allocation of when to fund 

the benefits, not necessarily when they are being earned. 

 

E. Asset Smoothing Method: The Asset Smoothing Method should aim to reduce the 

effect of short-term market volatility by gradually recognizing actuarial investment gains 

and losses over a period of time while still tracking the overall movement of the Fair 

Value of Assets. The Asset Smoothing Method should be unbiased relative to market; 

that is, the same smoothing period should be used to recognize gains and losses. To 

reduce volatility, gains and losses from different periods may be offset. 

 

F. Contribution Method: The employer contribution rate shall be the sum of the Employer 

Normal Cost Rate (the Normal Cost Rate for the upcoming year less the expected 

member contribution rate) plus a contribution to pay off / recognize the Unfunded 

Actuarial Accrued Liability (UAAL) / Actuarial Surplus. The contribution for the Employer 

Normal Cost Rate varies by plan, and the contribution rate for the UAAL is dependent 

on the Funded Ratio (the ratio of the Valuation Assets to the Actuarial Accrued Liability). 

 

a. Employer Contribution Rate when Funded Ratio Less than 100% 

i. The Employer Normal Cost Rate for the year, plus  

ii. An amortization payment / credit on the increase / decrease in the UAAL 

due to the current years’ experience and other changes (current UAAL 

layer), plus  

iii. The sum of the amortization payments / credits for each remaining UAAL 

layer created in years prior to the valuation date, expressed as a 

percentage of pay. 
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V. Policy (Continued) 

 

b. Additional Conditions: 

i. In no case shall the total amount contributed by the employer be less than 

the Employer Normal Cost Rate for the year plus a 30-year amortization 

of the total UAAL (for compliance with Section 31453.5 of CERL). 

ii. Each year’s amortization payment / credit should be over a period such 

that the amount being amortized is projected to decrease (i.e., no 

Negative Amortization) in each future year.  

iii. If an increase in the UAAL is due to a change in plan provisions, a shorter 

amortization period used should be considered that is consistent with the 

expected lifetime of those expected to benefit. For example, if the change 

only impacts the retired population, a period of no longer than 10 years 

should be used. 

 

c. Employer Contribution Rate when Funded Ratio is Greater than 100% but 

Less than 120% 

i. The Employer Normal Cost Rate. There is no amortization payment / 

credit, in conformance with California Government Code Section 7522.52 

of PEPRA. 

 

d. Employer Contribution Rate when Funded Ratio is Greater than 120% 

i. The Employer Normal Cost Rate for the year, less; 

ii. An amortization of the Actuarial Surplus, but only if all conditions in 

California Government Code Section 7522.52(b) are met. The Actuarial 

Surplus is defined as the Valuation Assets in excess of the Actuarial 

Accrued Liability on the valuation date, and the surplus amount is 

amortized over 30 years. This is an open amortization period, so it is reset 

to 30 years each year if the Funded Ratio remains over 120%. 

 

G. Discretionary Benefits: The BOI may consider additional actions to fund discretionary 

benefits as permitted under the CERL by using funds in excess of the amount needed 

to meet the Funding Goal. “Excess Earnings” as defined in the CERL may be 

appropriated upon reaching the Funding Goal, however, the BOI may consider 

adjustment to the employer's contributions only upon satisfying California Government  

Code Section 7522.52(b). 

 

H. Interest Crediting: LACERA maintains a separate interest crediting policy to allocate 

Realized Earnings to the various reserve accounts. 

 

 

 

https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=GOV&sectionNum=31453.5.
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=GOV&sectionNum=7522.52.
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=GOV&sectionNum=7522.52.
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=GOV&sectionNum=7522.52.
https://leginfo.legislature.ca.gov/faces/codes_displayexpandedbranch.xhtml?tocCode=GOV&division=4.&title=3.&part=3.&chapter=3.&article=
https://leginfo.legislature.ca.gov/faces/codes_displayexpandedbranch.xhtml?tocCode=GOV&division=4.&title=3.&part=3.&chapter=3.&article=
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=GOV&sectionNum=7522.52.
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=GOV&sectionNum=7522.52.
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V. References 
 
These references are intended to help explain this policy and are not an all-inclusive list of policies, 

procedures, laws, and requirements. The following information complements and supplements 

this document: 

V. References (Continued) 
 

Related Policies:  

• Interest Crediting Policy for Reserve Accounts  

 

Related Procedures: Not Applicable 

 

Related Forms/Templates: Not Applicable 
 

Other Related Information: Not Applicable 

 

VI. Version History 
 
Policy Approval Date: Pending Approval 
 
Update/Review Summary: Previous policy version(s) superseded by this policy: 

• Retirement Benefit Funding Policy, February 13, 2013 

Original Issue Date: Adopted by the Board of Investments on December 9, 2009 

VII. Policy Review/Approval 
 

The Board of Investments will review and update this Policy every three years, at a 
minimum, typically when the triennial investigation of experience study report is completed. 
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Interest Crediting Policy for Reserve Accounts 

 

Authorizing Manager: Ted Granger, Chief Financial Officer 

 

Original Issue Date: N/A, included in former Retirement Benefit Actuarial Funding Policy, 

 as amended, February 13, 2013 

 

Effective Date: July 1, 2024  Last Updated: August 12, 2024 

 

Mandatory Review: Every 3 Years 

 

Approval Level: Board of Investments 
 

I. Purpose 

 
The purpose of this policy is to:  

1. Define the reserve accounts maintained by LACERA; 
2. Describe the methodology to credit interest to the reserve accounts of LACERA; and 
3. Outline a process for allocating any “undistributed earnings” of LACERA. 

 
II. Scope 
 
This policy guides LACERA’s Financial and Accounting Services Division (FASD) in allocating 
Available Earnings to reserve accounts and is performed semi-annually. 
 
III. Legal Authority 
 
LACERA is a public retirement plan duly created and operating under the County Employees 
Retirement Law of 1937, set forth at California Government Code Section 31450 et seq. 
Pursuant to Section 31591 of the County Employees Retirement Law of 1937 (CERL), regular 
interest shall be credited semi-annually on June 30 and December 31 to all eligible member 
contributions in the retirement fund, which have been on deposit for six months immediately prior 
to such date at an interest rate determined by the Board of Investments. CERL includes other 
provisions guiding the allocation of earnings, all of which must be exercised pursuant to the 
fiduciary duties of prudence and loyalty owed by the Board of Investments and its trustees to 
members and their beneficiaries under Article XVI, Section 17 of the California Constitution.  
 
IV. Definitions 

For this Policy, the terms below shall have the following definitions: 

 

Actuarial Accrued Liability (AAL): The portion of the present value of projected benefits that 

is attributed to past service determined by the actuarial funding method.  

 

https://leginfo.legislature.ca.gov/faces/codes_displayexpandedbranch.xhtml?tocCode=GOV&division=4.&title=3.&part=3.&chapter=3.&article=
https://leginfo.legislature.ca.gov/faces/codes_displayexpandedbranch.xhtml?tocCode=GOV&division=4.&title=3.&part=3.&chapter=3.&article=
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=GOV&sectionNum=31591.
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=CONS&sectionNum=SEC.%2017.&article=XVI
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Actuarial Value of Assets (AVA): The Fair Value of Assets plus or minus the net deferred 

investment gains or losses not yet recognized by the Asset Smoothing Method. 

 

Asset Smoothing Method: A process used to spread the recognition of actuarial investment 

gains or losses (relative to the assumed return) over a period of time for the purposes of 

determining the Actuarial Value of Assets.  

 

Assumed Rate of Investment Return: The investment rate of return assumption adopted by 

the Board of Investments with the Funding Valuation that established the employer and 

employee contribution rates for the fiscal year that includes the Interest Crediting Date. 

 

Available Earnings: Realized Earnings for the six-month period ending on the Interest Crediting 

Date plus prior period ending balances in the Contingency Reserve and Undistributed Earnings 

Reserve. Available Earnings may be negative. 

 

Book Value of Assets (BVA): The Fair Value of Assets (FVA) minus any Unrealized Earnings. 

It is the original cost of the asset plus all earnings on the asset other than unrealized 

appreciation/depreciation and is equal to the sum of Valuation Reserves plus Non-Valuation 

Reserves. 

 

County: Los Angeles County 

 

County Employees Retirement Law of 1937 (CERL): Body of law enacted to govern 

retirement benefits for certain public employees. The CERL governs retirement systems 

(including LACERA) for county and district employees in those counties adopting its provisions 

pursuant to Section 31500. 

 

Employer: Participating employers in LACERA include Los Angeles County, Los Angeles 

County Superior Court, South Coast Air Quality Management District (SCAQMD), Los Angeles 

County Office of Education (LACOE), Little Lake Cemetery District (LLCD), Local Agency 

Formation Commission for the County of Los Angeles (LAFCO). 

 

Fair Value of Assets (FVA): The Fiduciary Net Position Restricted for Pension Benefits as 

defined by the Government Accounting Standards Board. 

 

Funding Valuation: An actuarial valuation that provides a comprehensive assessment of the 

financial and funding status of a pension plan and calculates employer and member contribution 

rates. The report is prepared by an external actuary who is independent of the retirement plan. 

 

Interest Crediting Rate: This is the target interest rate to be credited to the Employer Reserve 

on each Interest Crediting Date. Pursuant to Section 31591 of the CERL the Board of 

Investments determines the semiannual interest rate to be credited on each Interest Crediting 

Date. By this Interest Crediting Policy for Reserve Accounts, the Board of Investments sets the 

semiannual Interest Crediting Rate equal to one-half of the Assumed Rate of Investment Return. 

https://leginfo.legislature.ca.gov/faces/codes_displayexpandedbranch.xhtml?tocCode=GOV&division=4.&title=3.&part=3.&chapter=3.&article=
https://leginfo.legislature.ca.gov/faces/codes_displayexpandedbranch.xhtml?tocCode=GOV&division=4.&title=3.&part=3.&chapter=3.&article=
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=GOV&sectionNum=31500.
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=GOV&sectionNum=31591.
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The target rate of interest will only be credited to the Employer Reserve if there are sufficient 

Available Earnings after first crediting both the Member Reserve and the Contingency Reserve 

as provided in this Policy, and therefore the amount credited to the Employer Reserve may be 

less than this rate if Available Earnings are insufficient to credit the entire amount. 

 

Interest Crediting Date(s): Interest crediting shall be performed twice per year, as of June 30 

and December 31. 

 

Member Crediting Rate: This is the interest rate to be credited to member accounts on each 

Interest Crediting Date. Pursuant to Section 31591 of the CERL, the Board of Investments 

determines the semiannual interest rate to be credited to Member Reserves on each Interest 

Crediting Date. By this Interest Crediting Policy for Reserve Accounts, the Board of Investments 

sets the semiannual Member Crediting Rate equal to one-half of the Assumed Rate of 

Investment Return for that semiannual interest crediting period. This rate will be credited to the 

Member Reserve from Available Earnings. If Available Earnings are insufficient to credit this 

amount, the Undistributed Earnings Reserve will be debited by the amount of the shortfall 

(Section V.B below), such that the Member Crediting Rate will always be credited in full to the 

Member Reserve on each Interest Crediting Date regardless of the amount of Available 

Earnings. 

 

Non-Valuation Reserves: Reserves that are set aside for obligations or contingencies and are 

excluded from Valuation Assets and the calculation of contribution rates in the Funding 

Valuation. 
 

Realized Earnings: Earnings that have been received. This excludes changes in asset values 

due to appreciation/depreciation. 

 

Unfunded Actuarial Accrued Liability (UAAL): The excess, if any, of the Actuarial Accrued 

Liability (AAL) over the Actuarial Value of Assets (AVA). 

 

Unrealized Earnings: The accumulated appreciation or depreciation in value of assets held in 

the investment portfolio that has not yet been realized by the sale of those assets. 

 

Valuation Assets: The value of assets used in the Funding Valuation to determine employer 

contribution rate requirements. It is equal to the Actuarial Value of Assets reduced by the value 

of any Non-Valuation Reserves.  

 

Valuation Reserves: Reserves that will be included in the determination of Valuation Assets 

and the calculation of contribution rates in the Funding Valuation. 

 
  

https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=GOV&sectionNum=31591.
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V. Policy Statement 

 
A. Reserve Accounts (“Reserves”) 

LACERA maintains the following reserve accounts for the purpose of allocating income 
and disbursements of the trust fund assets. Reserve accounts are classified as either 
Valuation Reserves or Non-Valuation Reserves. The sum of Valuation Reserves plus 
Non-Valuation Reserves is equal to the Book Value of Assets. Non-Valuation Reserves 
are not included in the Valuation Assets used in the Funding Valuation. These reserve 
balances are accounting balances and may not equal the Actuarial Value of Assets. 

1. Valuation Reserves 

a. Member Reserve: This reserve represents the total accumulated contributions, 

with interest, of members. Additions include member contributions and related 

earnings. Deductions include payments to retirees and refunds to members. 

b. Employer Reserve: This reserve includes the total accumulated contributions, 

with interest, of the employer. Additions include contributions from employers and 

related earnings. Deductions include payments to retired members and survivors. 

c. Undistributed Earnings Reserve. The accumulation of Available Earnings not 

yet allocated to any other Valuation or Non-Valuation Reserve. This reserve is 

used for semi-annual interest crediting, to eliminate the Unfunded Actuarial 

Accrued Liability by allocating excess amounts to the Employer Reserve, and for 

other uses at the joint discretion of the Board of Investments and Board of 

Retirement as permitted under CERL, and subject to the LACERA Actuarial 

Funding Policy. Specifically, this reserve should be used to eliminate the Unfunded 

Actuarial Accrued Liability prior to any other discretionary uses, by reallocating an 

amount to the Employer Reserve. The balance of this reserve may be negative. 

2. Non-Valuation Reserves 

a. Contingency Reserve: This is a statutorily defined reserve pursuant to Sections 

31592 and 31592.2 of the CERL. The Contingency Reserve is set at 1.0% of the 

Fair Value of Assets as a reserve against deficiencies in interest earnings in other 

years, losses on investments, and other contingencies and other purposes 

permitted under CERL. 

b. STAR Reserve: Reserves accumulated for the payment of cost-of-living benefits 

pursuant to Section 31874.3 of the CERL. Supplemental Targeted Adjustment for 

Retirees (STAR) benefits provide supplemental cost-of-living payments to retired 

members to restore purchasing power at a specified percentage level. The STAR 

Reserve does not receive interest credits. 

B. Crediting of Interest / Allocation of Available Earnings Process 

The first step in the interest crediting process at each Interest Crediting Date is to 

determine Available Earnings. Available Earnings are equal to Realized Earnings for the 

six-month period ending on the Interest Crediting Date plus prior period ending balances 

https://leginfo.legislature.ca.gov/faces/codes_displayexpandedbranch.xhtml?tocCode=GOV&division=4.&title=3.&part=3.&chapter=3.&article=
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=GOV&sectionNum=31592.
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=GOV&sectionNum=31592.2.
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=GOV&sectionNum=31874.3.
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in the Contingency Reserve and Undistributed Earnings Reserve. As a result of the prior 

period Contingency Reserve and Undistributed Earnings Reserve being included in 

Available Earnings, those reserve balances are reset to zero ($0) at this step. Throughout 

this process, Available Earnings will be reduced by the amount of interest credited, or 

allocated, to each reserve. 

Interest is credited / allocated to individual reserve accounts in the priority order outlined 

below. 

1. Member Reserve 

Credit individual member contributions and accumulated interest that have been on 

deposit for at least six months prior to the Interest Crediting Date with interest at the 

Member Crediting Rate. The Member Crediting Rate is equal to one half of the 

applicable Assumed Rate of Investment Return for that interest crediting period. This 

rate will always be credited in full to the Member Reserve on each Interest Crediting 

Date regardless of the amount of Available Earnings. Reduce Available Earnings by 

the total amount of interest credited to member accounts. 

2. Contingency Reserve 

Allocate an amount so that this reserve is equal to 1% of the Fair Value of Assets as 

of the Interest Crediting Date. This amount will always be allocated to the Contingency 

Reserve regardless of the amount of Available Earnings. If Available Earnings are 

insufficient to allocate this amount, the Undistributed Earnings Reserve will be debited 

by the amount of the shortfall (Section V.B.4 below). Reduce Available Earnings by 

the total amount allocated to this reserve. 

3. Employer Reserve 

If there are Available Earnings remaining after the allocation to the Contingency 

Reserve, then credit interest at the Interest Crediting Rate to the Employer Reserve 

balance as of the prior Interest Crediting Date only to the extent there is sufficient 

remaining Available Earnings to credit this amount. If this amount of interest is greater 

than the remaining Available Earnings, credit the entire amount of remaining Available 

Earnings, but not less than zero. The interest rate credited to this Employer Reserve 

will be no less than 0% and no more than one-half of the Assumed Rate of Investment 

Return. The actual interest rate credited will depend on the amount of remaining 

Available Earnings after the allocation to the Contingency Reserve. Reduce Available 

Earnings by the amount of interest credited to this reserve. 

4. Undistributed Earnings Reserve 

If there are positive Available Earnings remaining after the allocation to the Employer 

Reserve, allocate any remaining Available Earnings to this reserve. 

If there are zero ($0) Available Earnings remaining after the allocation to the Employer 

Reserve, then no allocation shall be made to this reserve. 



 

 

Page 7 of 9 

 

If there are negative Available Earnings remaining after the allocation to the Member 

Reserve and the Contingency Reserve, no interest shall be credited to the Employer 

Reserve and the amount of those negative Available Earnings shall be allocated to 

this reserve. 

 

 

VI. References  
 
These references are intended to help explain this policy and are not an all-inclusive list of 

policies, procedures, laws, and requirements. The following information complements and 

supplements this document: 

Related Policies: 

• Actuarial Funding Policy, Effective: July 1, 2024 

 

Related Procedures: 

• Interest Crediting Internal Accounting Procedures, June 12, 2024 

 

Related Forms/Templates: Not Applicable 
 

Other Related Information: Not Applicable 

 

VII. Version History   
 

Policy Approval Date: Pending Approval 
 
Policy Update/Review Summary: Previous policy version(s) superseded by this policy: 

• Retirement Benefit Funding Policy, December 9, 2009 

• Retirement Benefit Funding Policy, February 13, 2013 
 
VIII. Policy Review/Approval  
 
The Board of Investments will review and update this Policy every three years, typically when 
the triennial actuarial experience study report is completed. 
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Interest Crediting Examples Scenario #1 Scenario #2 Scenario #3

Available Earnings less 

than amount needed for 

Member Reserve Interest 

Credit + Contingency 

Reserve Allocation

Available Earnings 

greater than amount 

needed for Member 

Reserve Interest Credit + 

Contingency Reserve 

Allocation but not enough 

for full Employer Reserve 

Credit

Available Earnings 

greater than amount 

needed for Member 

Reserve Interest Credit + 

Contingency Reserve 

Allocation + full Employer 

Reserve Credit

Pension Plan Reserves as of June 30, XXXX

(1) Member Reserve $30,000,000,000 $30,000,000,000 $30,000,000,000

(2) Contingency Reserve $800,000,000 $800,000,000 $800,000,000

(3) Employer Reserve $35,000,000,000 $35,000,000,000 $35,000,000,000

(4) Undistributed Earnings Reserve $200,000,000 $200,000,000 $200,000,000

(5) STAR Reserve $610,000,000 $610,000,000 $610,000,000

(6) Total Reserves at Book Value $66,610,000,000 $66,610,000,000 $66,610,000,000

December 31, XXXX

(7) Fair Value of Assets as of December 31, XXXX $82,000,000,000 $82,000,000,000 $82,000,000,000

(8)

$16,000,000,000 $16,000,000,000 $16,000,000,000

(9) Realized Earnings for the Period $0 $1,220,000,000 $2,200,000,000

(10) 1.0% Fair Value of Assets as of December 31, XXXX $820,000,000 $820,000,000 $820,000,000

Step 1 - Determine Available Earnings as of December 31, XXXX

(11) Realized Earnings for the Period [ = (9) ] $0 $1,220,000,000 $2,200,000,000

(12) Contingency Reserve as of June 30, XXXX [ = (2) ] $800,000,000 $800,000,000 $800,000,000

(13) Undistributed Earnings Reserve as of June 30, XXXX [ = (4) ] $200,000,000 $200,000,000 $200,000,000

(14) Available Earnings $1,000,000,000 $2,220,000,000 $3,200,000,000

Step 2 - Reset Pension Plan Reserves as of June 30, XXXX after determination of December 31, XXXX Available Earnings

(15) Member Reserve [ = (1) ] $30,000,000,000 $30,000,000,000 $30,000,000,000

(16) Contingency Reserve a [ = (2) - (12) ] $0 $0 $0

(17) Employer Reserve [ = (3) ] $35,000,000,000 $35,000,000,000 $35,000,000,000

(18) Undistributed Earnings Reserve a [ = (4) - (13) ] $0 $0 $0

(19) STAR Reserve [ = (5) ] $610,000,000 $610,000,000 $610,000,000

(20) Total Reserves at Book Value $65,610,000,000 $65,610,000,000 $65,610,000,000

Step 3 - Pension Plan Reserves Interest Crediting & Allocations as of December 31, XXXX

(21)

$1,050,000,000 $1,050,000,000 $1,050,000,000

(22)

$820,000,000 $820,000,000 $820,000,000

(23) Employer Reserve credit $0 c $350,000,000 e $1,225,000,000 f

(24)

($870,000,000) $0 $105,000,000

(25) STAR Reserve credit $0 $0 $0

(26) Total Interest Crediting & Allocations $1,000,000,000 $2,220,000,000 $3,200,000,000

Step 4 - Determine Pension Plan Reserves as of  December 31, XXXX

(27) Member Reserve [ = (1) + (21) ] $31,050,000,000 $31,050,000,000 $31,050,000,000

(28) Contingency Reserve [ = (22) ] $820,000,000 $820,000,000 $820,000,000

(29) Employer Reserve [ = (3) + 23) ] $35,000,000,000 $35,350,000,000 $36,225,000,000

(30) Undistributed Earnings Reserve [ = (24) ] ($870,000,000) $0 $105,000,000

(31) STAR Reserve [ = (5) ] $610,000,000 $610,000,000 $610,000,000

(32) Total Reserves at Book Value $66,610,000,000 $67,830,000,000 $68,810,000,000

a

b

c

d

e

f

These example scenarios ignore contributions & benefit payments from reserves (for simplification). All amounts are for illustration only.

Member Reserve credit (always equal to one-half of 

investment return assumption b)

Contingency Reserve allocation (always reset to 1% of Fair 

Value of Assets) [ = (10) ]

Unrealized Investment Portfolio Appreciation as of 

December 31, XXXX

Contingency Reserve and Undistributed Earnings Reserve are reset to $0 at the beginning of each cycle when these amounts are included in Available 

Earnings for that cycle.

Undistributed Earnings Reserve allocation d

 [ = (14) - (21) - (22) - (23) ]

Available Earnings are greater than the amount needed to provide interest crediting to the Member Reserve, to establish the Contingency Reserve equal to 

1% of the Fair Value of Assets, and to provide interest crediting equal to one-half of the investment return assumption. As such, the Employer Reserve 

receives an interest credit of 3.5% ($1,225,000,000 / $35,000,000,000).

The investment return assumption referred to here is the assumption adopted by the Board of Investments with the Funding Valuation that established the 

employer and employee contribution rates for the fiscal year that includes the Interest Crediting Date. For the purpose of these examples one-half of the 

investment return assumption is 3.50%.

The effective interest rate credited to the Employer Reserve is 0% because Available Earnings are less than the amount needed to provide interest crediting 

to the Member Reserve and to establish the Contingency Reserve equal to 1% of the Fair Value of Assets.

The Undistributed Earnings Reserve is allocated with the excess (or shorfall) of Available Earnings over the amounts credited (or allocated) to the Member 

Reserve, Contingency Reserve and Employer Reserve.

Available Earnings are greater than the amount needed to provide interest crediting to the Member Reserve and to establish the Contingency Reserve equal to 

1% of the Fair Value of Assets, but are insufficient to provide interest crediting equal to one-half of the investment return assumption. As such, the full 

amount of remaining Available Earnings is credited to the Employer Reserve. The effective interest rate credited to the Employer Reserve in this example is 

1% ($350,000,000 / $35,000,000,000).
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Interest Crediting Examples Scenario #1 Scenario #2 Scenario #3

Available Earnings less 

than amount needed for 

Member Reserve Interest 

Credit + Contingency 

Reserve Allocation

Available Earnings 

greater than amount 

needed for Member 

Reserve Interest Credit + 

Contingency Reserve 

Allocation but not enough 

for full Employer Reserve 

Credit

Available Earnings 

greater than amount 

needed for Member 

Reserve Interest Credit + 

Contingency Reserve 

Allocation + full Employer 

Reserve Credit

Pension Plan Reserves as of June 30, XXXX

(1) Member Reserve $30,000,000,000 $30,000,000,000 $30,000,000,000

(2) Contingency Reserve $800,000,000 $800,000,000 $800,000,000

(3) Employer Reserve $35,000,000,000 $35,000,000,000 $35,000,000,000

(4) Undistributed Earnings Reserve $200,000,000 $200,000,000 $200,000,000

(5) STAR Reserve $610,000,000 $610,000,000 $610,000,000

(6) Total Reserves at Book Value $66,610,000,000 $66,610,000,000 $66,610,000,000

December 31, XXXX

(7) Fair Value of Assets as of December 31, XXXX $82,000,000,000 $82,000,000,000 $82,000,000,000

(8)

$16,000,000,000 $16,000,000,000 $16,000,000,000

(9) Realized Earnings for the Period $0 $1,220,000,000 $2,200,000,000

(10) 1.0% Fair Value of Assets as of December 31, XXXX $820,000,000 $820,000,000 $820,000,000

Step 1 - Determine Available Earnings as of December 31, XXXX

(11) Realized Earnings for the Period [ = (9) ] $0 $1,220,000,000 $2,200,000,000

(12) Contingency Reserve as of June 30, XXXX [ = (2) ] $800,000,000 $800,000,000 $800,000,000

(13) Undistributed Earnings Reserve as of June 30, XXXX [ = (4) ] $200,000,000 $200,000,000 $200,000,000

(14) Available Earnings $1,000,000,000 $2,220,000,000 $3,200,000,000

Step 2 - Reset Pension Plan Reserves as of June 30, XXXX after determination of December 31, XXXX Available Earnings

(15) Member Reserve [ = (1) ] $30,000,000,000 $30,000,000,000 $30,000,000,000

(16) Contingency Reserve a [ = (2) - (12) ] $0 $0 $0

(17) Employer Reserve [ = (3) ] $35,000,000,000 $35,000,000,000 $35,000,000,000

(18) Undistributed Earnings Reserve a [ = (4) - (13) ] $0 $0 $0

(19) STAR Reserve [ = (5) ] $610,000,000 $610,000,000 $610,000,000

(20) Total Reserves at Book Value $65,610,000,000 $65,610,000,000 $65,610,000,000

Step 3 - Pension Plan Reserves Interest Crediting & Allocations as of December 31, XXXX

(21)

$1,050,000,000 $1,050,000,000 $1,050,000,000

(22)

$820,000,000 $820,000,000 $820,000,000

(23) Employer Reserve credit $0 c $350,000,000 e $1,225,000,000 f

(24)

($870,000,000) $0 $105,000,000

(25) STAR Reserve credit $0 $0 $0

(26) Total Interest Crediting & Allocations $1,000,000,000 $2,220,000,000 $3,200,000,000

Step 4 - Determine Pension Plan Reserves as of  December 31, XXXX

(27) Member Reserve [ = (1) + (21) ] $31,050,000,000 $31,050,000,000 $31,050,000,000

(28) Contingency Reserve [ = (22) ] $820,000,000 $820,000,000 $820,000,000

(29) Employer Reserve [ = (3) + 23) ] $35,000,000,000 $35,350,000,000 $36,225,000,000

(30) Undistributed Earnings Reserve [ = (24) ] ($870,000,000) $0 $105,000,000

(31) STAR Reserve [ = (5) ] $610,000,000 $610,000,000 $610,000,000

(32) Total Reserves at Book Value $66,610,000,000 $67,830,000,000 $68,810,000,000

a

b

c

d

e

f

These example scenarios ignore contributions & benefit payments from reserves (for simplification). All amounts are for illustration only.

Member Reserve credit (always equal to one-half of 

investment return assumption b)

Contingency Reserve allocation (always reset to 1% of Fair 

Value of Assets) [ = (10) ]

Unrealized Investment Portfolio Appreciation as of 

December 31, XXXX

Contingency Reserve and Undistributed Earnings Reserve are reset to $0 at the beginning of each cycle when these amounts are included in Available 

Earnings for that cycle.

Undistributed Earnings Reserve allocation d

 [ = (14) - (21) - (22) - (23) ]

Available Earnings are greater than the amount needed to provide interest crediting to the Member Reserve, to establish the Contingency Reserve equal to 

1% of the Fair Value of Assets, and to provide interest crediting equal to one-half of the investment return assumption. As such, the Employer Reserve 

receives an interest credit of 3.5% ($1,225,000,000 / $35,000,000,000).

The investment return assumption referred to here is the assumption adopted by the Board of Investments with the Funding Valuation that established the 

employer and employee contribution rates for the fiscal year that includes the Interest Crediting Date. For the purpose of these examples one-half of the 

investment return assumption is 3.50%.

The effective interest rate credited to the Employer Reserve is 0% because Available Earnings are less than the amount needed to provide interest crediting 

to the Member Reserve and to establish the Contingency Reserve equal to 1% of the Fair Value of Assets.

The Undistributed Earnings Reserve is allocated with the excess (or shorfall) of Available Earnings over the amounts credited (or allocated) to the Member 

Reserve, Contingency Reserve and Employer Reserve.

Available Earnings are greater than the amount needed to provide interest crediting to the Member Reserve and to establish the Contingency Reserve equal to 

1% of the Fair Value of Assets, but are insufficient to provide interest crediting equal to one-half of the investment return assumption. As such, the full 

amount of remaining Available Earnings is credited to the Employer Reserve. The effective interest rate credited to the Employer Reserve in this example is 

1% ($350,000,000 / $35,000,000,000).
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Session Outline
1. Panel Discussion: Ashley K. Dunning, Nossaman / Nick Collier, Milliman

• Purpose of a Funding Policy
• Key elements of a Funding Policy
• LACERA’s Actuarial Funding Policy
• Conclusion and Next Steps

Objectives
• What is the purpose of a funding policy? Why is it important? What is the legal framework?
• What are the necessary elements to incorporate into a funding policy? How do we 

make sure that our resources (current assets plus future contributions) match 
our liabilities (expected benefit payments)?

• What core elements has LACERA historically chosen to integrate into its funding policy?
• What are key principles for the BOI to consider in updating LACERA’s Actuarial 

Funding Policy?

*Subject to change
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Speaker Biographies 
• NOSSAMAN, LLP

• Ashley K. Dunning – LACERA Fiduciary Counsel 
   Partner & Co-Chair, Pensions, Benefits & Investments Group

• Primary Fiduciary and Board Governance advisor to more than 25 public 
retirement plans nationally

• Lead counsel for pension plans in three California Supreme Court and six court 
of appeal published decisions upholding Board actions

• History of industry service, including roles with the National Association of 
Public Pension Attorneys (Chair of Fiduciary & Governance Section, President, 
Board member); State Association of County Retirement Systems (Program 
Committee); and National Council on Teacher Retirement (Corporate Advisory 
Committee)

• Named a Top 100 Lawyer by Daily Journal in 2023, 2022, and 2020
• JD, UC College of the Law, San Francisco, Order of the Coif
• BA, Yale University, Distinction in History, cum laude
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• MILLIMAN
• Nick Collier, ASA, EA, MAAA – Principal and Consulting Actuary

• 30 years of experience working almost exclusively with public sector retirement systems
• Clients include Los Angeles County Employees Retirement Association, California State 

Teachers’ Retirement System, Texas County & District Retirement System, San Mateo 
County Employees’ Retirement Association and the Government of Guam Retirement 
Fund

• Presenter at State Association of County Retirement Systems (SACRS) and California 
Association of Public Retirement Systems (CALAPRS)

• Served on the California Actuarial Advisory Panel
• BA, Mathematics and Economics, Claremont McKenna College

Speaker Biographies 

4
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Purpose of Funding Policy

Key Attributes
• Policy decisions are stated with applicable rationale
• Delegations are stated with oversight by the BOI
• Fiduciary framework within which the BOI operates with 

respect to funding under the California Constitution, 
CERL, and other applicable laws are articulated

Contrast to Valuation
• BOI annually considers and adopts a Valuation 

recommended by the Actuary 
o The Valuation explains how the system is funded
o The Valuation also includes the contribution rates due 

from active members and participating employers
• A BOI Funding Policy may be adopted to provide a 

principles-based articulation of framework for funding 
LACERA benefits

Overview
A Funding Policy is the list of priorities with 
respect to funding of retirement benefits. It also:

1. Describes the BOI’s goals in funding the 
plan

2. Explains legal parameters governing the 
BOI and LACERA with respect to actuarial 
matters and funding

3. Establishes the framework to calculate 
contribution rates 

4. Explains and guides LACERA’s annual 
valuation and triennial experience study 

5. Explains the allocation of realized gains 
and losses
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Purpose of Funding Policy
What an Actuary Looks for in Pension Plan Funding
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Purpose of Funding Policy
In Summary
A Funding Policy Does:
1. State policy decisions, including applicable 

rationale
2. State delegations with oversight by the BOI
3. State the fiduciary framework within which 

the BOI operates with respect to funding 
under the California Constitution, CERL, 
and other applicable law 
• Synthesize the statutory mandates 

applicable to BOI and LACERA
• Articulate statutory mandates in 

digestible format

A Funding Policy Does Not:
1. Serve as a replacement for LACERA’s annual 

actuarial valuation
2. Serve as a replacement for LACERA’s triennial 

experience study
3. Establish contribution amounts owed by 

members/employers
4. Articulate all of the assumptions or methodologies 

utilized by LACERA’s actuary 
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Elements of Funding Policy

• Funded Ratio equal to 100%
• Provide benefit security for members
• Maintain stable employer contributions that are as low as practicable
• Intergenerational equity

Core Elements

Funding 
Goal

Actuarial 
Cost 

method

Actuarial 
Asset

method

Amortization

Surplus
Management

• Entry Age Normal cost method is typically used for public pension plans

• Avoid significant volatility in employer contribution rates

• Amortization of Unfunded Actuarial Accrued Liability (UAAL): how to recognize a 
change in liability over time

• If UAAL is fully paid off, what to do when the plan is over 100% funded
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Elements of Funding Policy
Fiduciary Considerations
Funding Policy establishes fiduciary framework through which BOI is able to fulfill its Duty of Prudence in 
administering the plan and Duty of Loyalty to its members and their beneficiaries, consistent with the 
recommendation of plan’s actuary, and so long as decisions are not arbitrary and capricious, as reflected in the 
funding goals as set forth in the Funding Policy, including:

1. Seek 100% funding ratio over time: BOI should have a prudent means to fund the plan so that it has a 
reasonable and sound expectation that plan will be able to timely pay members and beneficiaries the deferred 
compensation promised them under the plan

2. Maintain an “actuarially sound” plan: Board has duty to ensure that the plan is actuarially funded so that 
plan is able to pay promised benefits

3. Constitutional duty to “minimize employer contributions”: BOI has the constitutional, but not fiduciary, 
duty to “minimize employer contributions” by diversifying investments and maximizing risk-adjusted returns, 
consistent with the recommendations of actuary and considering the future liabilities/stability of plan.  Contribution 
rates should be as low as “practicable” under the circumstances, but not necessarily as low as “possible”

4. Eliminate UAAL over reasonable period of time: The funding plan should seek to eliminate the UAAL over 
time, and minimize volatility in contribution rates while doing so

5. Adjust in the event that experience no longer matches assumptions: The principles reflected in the 
Funding Plan take into account the adjustment will be made based on experience

Note: California law confers “plenary authority” upon the BOI to establish contribution rates and to enforce them as 
needed to properly fund LACERA.  BOI Trustees all have the same fiduciary responsibilities as one another to do so.
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Elements of Funding Policy

Funding Policy specifies Entry Age cost method
• Used by 90% of public sector plans
• Produces a level Normal Cost Rate for an individual as a percent of pay
• Required for GASB* 67/68 valuations

Actuarial Cost Method

*The Government Accounting Standards Board (GASB) is a private non-governmental organization that creates accounting 
reporting standards, or generally accepted accounting principles (GAAP), for state and local governments in the U.S.



LOS ANGELES COUNTY EMPLOYEES RETIREMENT ASSOCIATION 13

Elements of Funding Policy

Goal: smooth out year-to-year changes in employer contribution rates
Asset gains and losses (relative to assumed return):
• 5-year asset smoothing is the most common among both CERL systems and other public 

retirement systems
• Offsetting of gains and losses is applied, which is expected to reduce the likelihood and 

magnitude of spikes or dips in employer contribution rates in most cases

Actuarial Asset Method
Pe
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Elements of Funding Policy

If an UAAL exists, LACERA’s Funding Policy requires a contribution rate equal to:
• The Normal Cost Rate for the year
• A "minimum 30-year amortization" payment on the change in UAAL (i.e. one UAAL layer)
• The sum of the amortization payments for all previous UAAL layers expressed as a % of pay

Amortization Method to pay off UAAL
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Elements of Funding Policy
Peer System Comparison – Core Actuarial Elements

Key elements for LACERA are 
within range of other California 
systems
• All use Entry Age actuarial cost 

method
• Most use 5-year asset smoothing
• Most are level percentage of pay, 

layered, with periods from 15 to 
20 years
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How Well has Funding Policy Achieved Its Goals
Peer System Comparison – Funding Metrics

LACERA’s Funded Ratio is just below average 
compared to other California systems

Employer contribution rate is currently 
(and for the last decade plus) considerably 
lower than average compared to other 
California systems
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LACERA Funding Policy – History 

1987

1993

1994 2002

2009

2013

Pension Obligation Certificates
• Los Angeles County issued 

Pension Obligation Certificates 
(POCs) to reduce the 
retirement system liability

• LACERA used funding to 
purchase annuity contracts for 
small group of retirees

Pension Bond Financing 
Resolution

• Board of Supervisors (BOS) 
adopted a Pension Obligation 
Bond (POB) financing resolution

• County decision to fully fund the 
retirement system

Retirement System Funding 
Agreement

• BOS issued POBs to reduce 
LACERA’s unfunded liability

• Los Angeles County and 
LACERA entered into an 
agreement with a 15-year term

Retirement System Funding 
Agreement Amendment

• “Surplus funding” was introduced 
as LACERA’s funded ratio 
exceeded 100% in late 1990s

• County’s reduction of unfunded 
liabilities increased from 5-years to 
30-years with rolling amortization

Retirement Benefit Funding 
Policy

• Sunset of 1994 Agreement and 
2002 Amendment

• Long-Term Funding Policy 
components included over/under 
funding, asset valuation, excess 
earnings, actuarial valuation 
cycle, and restricted reserves

Retirement Benefit Funding 
Policy Amendment

• Conform to new standards 
mandated by PEPRA 
(California’s Public Employees’ 
Pension Reform Act of 2013)

• Prohibits reducing employer 
contributions below normal cost, 
unless plan’s funded status 
exceeds 120%
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Interest Crediting Policy

Priority 1: Member Reserves
• Interest posted to member 

accounts
• Contribution balances may 

receive up to 3.5%

Priorities 2-8: Employer & 
Contingency Reserves
(CERL secs. 31592 & 31592.2)

Realized Earnings Analysis
• Performed as of June 30 

and December 31

R
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Contingency

Priority 1: Member

Priority 2: Employer 
(Advance Contributions)

Priority 3: Employer

Priority 4: County 
Contribution Credit

Priority 5: Employer

Priority 6: Contingency

Priority 7: Employer

Priority 8: Excess 
Earnings

Allocate prior period balance

Realized Earnings: allocate 3.5% interest 
credit
Based on Reserve balance for the 6-month 
period

Allocate 1% of market value of assets

Realized Earnings: allocate 3.5% interest credit
Based on Reserve balance for the 6-month period

Funded Ratio exceeds 120%
Allocate Excess Earnings in accordance with PEPRA

LACERA Funding Policy – Implementation
Per CERL Section 31591, realized earnings are allocated through 
reserve accounts in a waterfall priority
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Triennially
LACERA engages an actuary every three years to:
• Conduct an Investigation of Experience to measure the 

effectiveness of plan assumptions and valuation methodologies
• Provide a series of educational meetings
• Review actuarial assumptions and methods and adjust if 

necessary
• Perform Valuation with updated assumptions and methods, 

and recommend adjustments to-
o Employer Contribution Rates
o Legacy Plan Contribution Rates

• A second Actuary reviews triennial reports

LACERA Funding Policy – Implementation (continued) 

Valuation 
Cycle

Annually
LACERA engages an Actuary every year to:
• Perform a Valuation of plan liabilities and assets to 

measure funding progress (funded ratio)
• Review actuarial assumptions and methods, change if 

required
• Recommend adjustments to-

o Employer Contribution Rates
o PEPRA Plan Contribution Rates

Note: Triennial valuation is required under CERL and conducting 
both an annual actuarial valuation and triennial experience 
study is consistent with LACERA’s peers.
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LACERA works to establish a contribution rate 
that is relatively stable over the long term and 
minimizes the size and volatility of employer 
contributions. A history of LACERA’s 
Employer Contribution Rate is in the Appendix

Funding   
Goal

Actuarial 
Methods

UAAL or 
Surplus

General Funding Policy Core Elements

LACERA Funding Policy – Structure 
LACERA Funding Policy Elements

Contribution 
Rate

Cost and 
Asset 

Methods

100%
Funded 
Ratio

A Funded Ratio goal is meant to provide benefit 
security for members

LACERA’s funding goal is a Funded Ratio equal 
to 100%

The actuarial cost method typically used by 
public pension plans is the Entry Age Cost 

Method. Actuarial asset methods include 
Smoothing and No-Smoothing approaches 

LACERA uses the typical actuarial cost 
method of Entry Age and an asset method 
that smooths the value of fund assets over the 
typical period of 5 years

A funding goal includes achieving and 
maintaining relatively stable employer 

contribution rates that are as low as 
practicable 

Amortization of UAAL recognizes a change in liability 
over time; typically, over a 15- to 20-year range. If 

UAAL is paid off, the surplus must be managed

LACERA calculates contribution rates as level 
percentage of pay while some systems use level 
dollar amount; over a 20-year period. If the UAAL is 
paid off and the plan is over 120% funded, LACERA 
manages the surplus in accordance with PEPRA

Relatively 
Stable

Proactively 
Managed
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LACERA Funding Policy – Principles

Benefit Security and Risk Mitigation

Generational Equity

Contribution Stability

Compliance with Legal Duties

The primary principle guiding actuarial funding of LACERA 
is ensuring that the plan can timely pay vested retirement 
and death benefits to the system’s members and 
beneficiaries and mitigate risk in that regard. This does 
not require that the plan remain 100% funded at all times, 
so long as LACERA has sound policies reasonably aimed 
at getting there 

Actuarial funding should be designed such that employer 
contributions will make up for any differences in actual 
assets from the funding target within a defined and 
reasonable period of time while seeking to mitigate year-
to-year volatility in contribution rates. 

Actuarial funding also aims for contributions of 
employers and active members collectively to 
accumulate the present value of benefits for 
members by the time they retire. 

The JOGC Charter and BOI’s Powers Reserved and Powers Delegated governance documents identify the BOI’s 
reserved authority and delegated responsibilities with respect to actuarial funding. The Funding Policy provides additional 
transparency and explicit instructions, permitting the BOI to monitor delegated aspects of the actuarial funding process.

Sound and Transparent Process

The California Constitution, CERL, PEPRA, and 
applicable case law provide the BOI with legal authority, 
fiduciary responsibility, and certain statutory parameters 
regarding the actuarial funding of the pension fund.  
Those duties must be exercised in an actuarially sound 
manner.
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LACERA Funding Policy – Structural Considerations 

Framework 
Articulation

Principles-based articulation of framework for funding of LACERA 
retirement benefits

Legal 
Parameters

Framework to explain legal parameters governing LACERA’s funding 
of benefits, setting of contribution rates, and crediting of earnings to 
reserves

Regular 
Processes

Framework to reflect and guide annual actuarial valuation process and 
triennial experience study, as well as to direct allocation of earnings to 
reserves

Impact of 
Changes

May consider impact of changes to Investment Policy Statement (IPS), 
or of investment market conditions, on plan funding, including short 
and long-term liquidity needs

Future 
Revisions

Should be revised periodically to implement funding policy best 
practices and to ensure legal, actuarial, and operational compliance. 

Policy Update Opportunities

• Though LACERA’s Actuarial Funding 
Policy covers the core elements of a 
general funding policy, there is opportunity 
to enhance LACERA’s existing policy

• Initial reviews show the policy can be 
updated to a principles-based framework 
with greater legal- and process-related 
guidance 

• The inter-relationship of LACERA’s 
documents would need to be addressed if 
changes in one document impact the 
others

• Periodic, preferably triennial, policy 
reviews is recommended
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Next Steps

Overview of a Funding Policy 
from various perspectives:
• Accounting
• Actuarial
• Investments
• Legal

Explore Board 
feedback and prepare 
a draft Funding Policy

Updated 
Funding Policy

Discuss and 
reflect changes 
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Funding Policy Guidance: GFOA

 Government Finance Officers Association (GFOA) recommends that every state and local 
government that offers defined benefit pensions and/or OPEB formally adopt a funding policy 
that provides reasonable assurance that the cost of those benefits will be funded in an 
equitable and sustainable manner. Such a retirement benefits funding policy would need to 
incorporate the following principles and objectives:
 Every government employer that offers defined benefit pensions or OPEB should obtain no less than 

biennially a reasonable actuarially determined contribution (ADC) to serve as the basis for its 
contributions to those respective plans;

 The ADC should be calculated in a manner that fully funds the long-term costs of promised benefits, 
while balancing the goals of 1) keeping contributions relatively stable and 2) equitably allocating the 
costs over the employees’ period of active service;

 Every government employer that offers defined benefit pensions or OPEB should make a commitment 
to fund the full amount of the ADC each period;

 Every government employer that offers defined benefit pensions or OPEB should demonstrate 
accountability and transparency by communicating all of the information necessary for assessing the 
government’s progress toward meeting its pension funding objectives. 
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GFOA Guidance – Core Elements

 Actuarial cost method – entry age cost method is “especially well suited”
 Asset smoothing
 Same period used for gains and losses; smoothed over fixed periods (typically 5 years)

 Amortization of Unfunded Actuarial Accrued Liability (UAAL)
 Layered amortization with fixed closed periods  selected so as to balance the goals of demographic 

matching (equitable allocation of cost among generations) and volatility management (funding at a level 
percentage of payroll)

 Period should never exceed 25 years, but ideally fall in the 15-20 year range

 Surplus management (if UAAL is fully paid off)
 Ensure that assumptions are up-to-date and reasonable
 Evaluate possible risk reduction strategies
 Consider limitations on contribution reductions
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Pension Funding Task Force: Funding Policy Importance 

 National organizations representing the nation's governors, state legislatures, local officials and 
public finance professionals formed a Pension Funding Task Force and released "Pension 
Funding: A Guide For Elected Officials" in March 2013, which states that a clear pension 
funding policy is important because it:
 Lays out a plan to fund pensions
 Provides guidance in making annual budget decisions
 Demonstrates prudent financial management practices
 Reassures bond rating agencies
 Shows employees and the public how pensions will be funded
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Pension Funding Task Force: Funding Policy Objectives

 Five general policy objectives:
 Have a pension funding policy that is based on an actuarially determined contribution
 Build funding discipline into the policy to ensure that promised benefits can be paid
 Maintain intergenerational equity so that the cost of employee benefits is paid by the generation of 

taxpayers who receives services
 Make employer costs a consistent percentage of payroll
 Require clear reporting to show how and when pension plans will be fully funded
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LACERA Employer Contribution Rate History

LACERA Historical Data

Source: Milliman’s 2022 Actuarial Valuation of Retirement Benefits Report, page 46.
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LACERA Investment Performance / Funded Ratio

LACERA Historical Data

Fiscal Year          
Ended

Investment 
Performance 

(Gross of Fees)
Funded Ratio

6/30/1983 44.9% N/A (1)

6/30/1984 -2.8% N/A
6/30/1985 31.3% N/A
6/30/1986 24.9% N/A
6/30/1987 12.6% N/A
6/30/1988 1.8% 83.0%
6/30/1989 13.9% 82.3%
6/30/1990 11.5% 87.7%
6/30/1991 7.0% 81.5%
6/30/1992 12.7% 87.7%
6/30/1993 13.4% 82.4%
6/30/1994 4.3% 99.8%
6/30/1995 15.0% 100.7%
6/30/1996 16.6% 102.6%
6/30/1997 17.5% 101.3%
6/30/1998 15.0% 99.5%
6/30/1999 12.1% 103.3%
6/30/2000 15.3% 102.9%
6/30/2001 -5.2% 100.0%
6/30/2002 -5.6% 99.4%

LACERA - Pension Fund

Fiscal Year          
Ended

Investment 
Performance 

(Gross of Fees)
Funded Ratio

6/30/2003 3.3% 87.2%
6/30/2004 16.4% 82.8%
6/30/2005 11.0% 85.8%
6/30/2006 13.4% 90.5%
6/30/2007 19.1% 93.8%
6/30/2008 -1.4% 94.5%
6/30/2009 -18.2% 88.9%
6/30/2010 11.8% 83.3%
6/30/2011 20.4% 80.6%
6/30/2012 0.3% 76.8%
6/30/2013 12.1% 75.0%
6/30/2014 16.8% 79.5%
6/30/2015 4.3% 83.3%
6/30/2016 1.1% 79.4%
6/30/2017 12.7% (2) 79.9%
6/30/2018 9.0% 80.6%
6/30/2019 6.4% 77.2%
6/30/2020 1.8% 76.3%
6/30/2021 25.2% 79.3%
6/30/2022 0.1% 79.6%
6/30/2023 6.4% TBD

LACERA - Pension Fund

Notes:
(1) Data not available.
(2) Net of Fees, beginning in FYE 2017.

Data Sources:

Investment Office (Performance)

Actuarial Valuation Reports (Funded Ratio)



Glossary
 Accrued Liability / Actuarial Accrued Liability (AAL): That portion, as determined by a particular Actuarial Cost 

Method, of the Actuarial Present Value of pension plan benefits and expenses which is not provided for by future Normal 
Costs.

 Actuarial Asset Smoothing: A method used to determine the Actuarial Values of Assets that reduces the effect of 
short-term market volatility while still tracking the overall movement of the market value of assets.

 Actuarial Assumptions: Assumptions as to the occurrence of future events affecting pension costs, such as: mortality, 
withdrawal, disability, and retirement; changes in compensation; rates of investment earnings and asset appreciation or 
depreciation; procedures used to determine the Actuarial Value of Assets. The Actuarial Assumptions fall in to two main 
categories: Demographic and Economic Assumptions. 

 Actuarial Methods: Procedures used to determine the Actuarial Value of Assets; how the liabilities (value of promised 
benefit payments) are allocated to accrued and future; how the Unfunded Actuarial Accrued Liability is systematically paid 
down (amortization method); and other relevant items.

 Actuarial Standards of Practice: The Actuarial Standards Board sets standards for appropriate actuarial practice in 
the United States through the development and promulgation of Actuarial Standards of Practice (ASOPs). These ASOPs 
describe the procedures an actuary should follow when performing actuarial services and identify what the actuary should 
disclose when communicating the results of those services.
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Glossary (continued)

 Actuarial Valuation: The determination, as of a valuation date, of the Normal Cost, Actuarial Accrued Liability, Actuarial 
Value of Assets, and related Actuarial Present Values for a pension plan.

 Actuarial Value of Assets: The value of cash, investments and other property belonging to a pension plan after 
reflection of Actuarial Asset Smoothing, as used by the actuary for the purpose of an Actuarial Valuation.

 Alpha: Actual investment return, if any, above the benchmark return.

 Amortization Payment: That portion of the pension plan contribution which is designed to pay interest on and to 
amortize the Unfunded Actuarial Accrued Liability.

 Capital Market Assumptions (or Expectations): Capital Market Assumptions are numerical expectations about the 
future performance of available asset classes that incorporate theories, observations and experience. Each asset class has 
an expected return, variance and correlation between other asset classes.

 COLA: LACERA retirement and survivor allowances are adjusted annually by the cost-of-living adjustment (COLA). The 
adjustment is based on changes in the cost of living over the previous 12-month period as of December 31.

 COLA Bank: Also referred to as the COLA Accumulation. The COLA Bank is the accumulation of annual CPI increases 
that exceed the COLA Cap. In years where the CPI increase is less than the COLA Cap, a withdrawal from the COLA Bank 
takes place to increase the actual COLA granted, up to the COLA Cap.
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Glossary (continued)

 COLA Cap (Maximum): LACERA retirees and beneficiaries cannot receive an annual COLA increase above the COLA 
Cap. For Plan A, the amount is 3%; for other plans the maximum is 2%.

 CPI: Consumer Price Index. Used to measure local and national price inflation. 

 Demographic Assumptions: Assumptions as to the occurrence of future events specific to member experience, such 
as: mortality, withdrawal, disability, retirement, and changes in compensation in excess of General Wage Growth.

 Discount: The discount is the reduction that is applied to future cash flows (primarily benefit payments and contributions) 
to determine the present value as of the valuation date of those cash flows. For LACERA, the discount rate is equal to the 
investment return assumption.

 Economic Assumptions: Assumptions as to the occurrence of future events specific to economic factors, such as: 
investment returns, compensation increases related to inflation and productivity, and inflation.

 Employer Contribution Rate: Annual employer contribution calculated under LACERA’s funding policy as a percent of 
payroll. The rate is a sum of contributions to fund the Normal Costs (net of member contributions) and the UAAL.

 Employer Normal Cost Rate: The Normal Cost Rate net of member contributions. 

 GASB: Governmental Accounting Standards Board. Organization that establishes accounting and financial reporting 
standards for U.S. state and local governments that follow Generally Accepted Accounting Principles (GAAP)
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Glossary (continued)

 Inflation: See Price Inflation. 

 Investigation of Experience: Periodic review of Actuarial Assumptions to review recent experience and future forecasts. 
For LACERA, this is completed every three years

 Layered Amortization Period: Payment of each year’s change in the Unfunded Actuarial Accrued Liability (UAAL) is 
amortized over separate closed periods. For LACERA, the original UAAL as of June 30, 2009 is being amortized over a 
closed 30-year period. Subsequent changes in the UAAL were amortized over new closed 30-year periods. Effective with the 
June 30, 2019 valuation all existing layers with more than 22 years remaining as of June 30, 2020 were re- amortized over 
closed 22-year periods. All new UAAL layers thereafter are amortized over closed 20-year periods beginning with the date the 
contribution is first expected to be made. All amortization payments are based on a level percent of pay.

 Legacy: Legacy plans are those plans that existed prior to the implementation of PEPRA. For LACERA, these are the 
following defined benefit plans: General Plans A, B, C & D and Safety Plans A & B.

 Median Expected Return: The numerical value that there is a 50% probability the actual return will exceed (and 50% 
probability it will fall short of) this value over a long-term time horizon on annualized geometric basis.

 Merit Salary Increases: Salary increases in excess of the General Wage Growth that are expected as a member moves 
through their career related to merit, promotion and longevity.
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Glossary (continued)

 Mortality Projection Scale: A scale that is used to project future changes in mortality rates. A scale that project declines 
in future mortality rates is expecting increased life expectancies for future retirees.

 Normal Cost Rate: The value of benefits earned as a percent of pay calculated as a level percent of payroll from entry age

 Payroll Growth: The annual increase in the pensionable payroll used in the calculation of the UAAL amortization rate.

 PEPRA: The California Public Employees’ Pension Reform Act (PEPRA) of 2013 specifies benefit provisions for LACERA 
General Plan G and Safety Plan C. It also governs certain provisions of other LACERA plans and places additional 
restrictions on employer contribution rates to be paid.

 Price Inflation: A sustained increase in the general level of prices for goods and services.

 Price-to-Earnings (P/E) Ratio: The price-to-earnings ratio is the ratio for valuing a company that measures its current 
share price relative to its earnings per share. P/E ratios are used by investors and analysts to determine the relative value of 
a company's shares in an apples-to-apples comparison.

 Projected Benefits: Those pension plan benefit amounts which are expected to be paid at various future times under a 
particular set of Actuarial Assumptions, taking into account such items as the effect of advancement in age and past and 
anticipated future compensation and service credits. 
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Glossary (continued)

 Real Rate of Return: The portion of the expected investment return that is in excess of national Price Inflation.

 Real Wage Growth: The portion of General Wage Growth that is not related to local Price Inflation.

 STAR Reserve: Reserves accumulated for the payment of cost-of-living benefits as defined in California Government 
Code Section 31874.3. Supplemental Targeted Adjustment for Retirees (STAR) Benefits Supplemental cost-of-living 
payments to retired members to restore purchasing power at a specified percentage level, as described in California 
Government Code Section 31874.3.

 Unfunded Actuarial Accrued Liability (UAAL): The excess, if any, of the Actuarial Accrued Liability over the 
Valuation Assets.

 Valuation Assets: Assets considered in the calculation of the UAAL contribution rate. Valuation assets are equal to 
Actuarial Value of Assets but net of certain non-valuation reserves (for the 2022 valuation, the non-valuation reserves are 
the Contingency Reserve and the STAR Reserve

 Valuation Date: The date upon which the Normal Cost, Actuarial Accrued Liability, and Actuarial Value of Assets are 
determined. Generally, the Valuation Date will coincide with the ending of a Plan Year.

 Wage Growth: See General Wage Growth.
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Los Angeles County Employees' Retirement Association

Retirement Benefit Funding Policy

Amended by the Board of Investments
February 13, 2013

I. Funding Goal

The Funding Goal establishes the funding status the Board of Investments would
like LACERA to achieve. The main goal is to provide benefit security for its members
as well as to achieve and maintain stable employer contributions that are as low as
possible.

Under the Entry Age Actuarial Cost Method, the cost of financing benefits is
allocated over a member’s working lifetime, with the goal that sufficient assets are
accumulated to fund benefits by the time the benefits first become payable.
LACERA allocates the cost of paying for the promised benefits evenly over time
expressed as a percentage of payroll.  Determining the cost as a percentage of
payroll rather than level dollars provides intergenerational equity between taxpayers
that reflects changes in inflation over time. The allocation of benefit financing to prior
and future years is based on the cost method, with prior years’ allocation equal to
the Actuarial Accrued Liability (AAL) and the future years’ allocation equal to Present
Value of Future Normal Costs.  Note that the actuarial cost method is an allocation
of when to fund the benefits, not when they are being earned.

The Funded Ratio is the measurement of the Valuation Reserves to the AAL.  When
the assets available for funding (Valuation Reserves) equal the AAL, then LACERA
is considered fully funded with a Funded Ratio of 100%. Assets in excess of those
needed to reach 100% funding are considered excess funds for funding purposes.
A Funded Ratio equal to 100% is the Funding Goal.

II. What Does the Funding Goal Mean for Setting Contribution Rates?

1. Funding Policy

The assets and the liabilities for both prior and future accrued benefits will be
constantly changing based on experience, benefit changes, assumption
changes, and other outside factors impacting LACERA benefits.  Therefore, the
Funding Policy will guide the Board as to what actions are expected to be taken
in determining contribution rates to achieve the Funding Goal.

This policy is intended to provide guidance as to when adjustments to LACERA’s
contributions and funding for discretionary benefits should be considered by the
Board of Investments.  The Funding Policy is meant to assist in establishing a
contribution rate which is relatively stable over the long term while LACERA
provides its members superior retirement benefit security and minimizes both the
size and volatility of the employer contributions.

Attachment VI
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When the Ratio of the Valuation Reserves to the Actuarial Accrued Liabilities is:

A. Less than 100% - the Funding Policy requires a contribution rate equal to:

1) The Normal Cost Rate for the year, plus 

2) A minimum 30 year amortization payment on the increase in UAAL due to 
the current year’s experience and changes (current Yearly UAAL layer) 
plus 

3) The sum of the amortization payments for each remaining Yearly UAAL 
layer created in years prior to the valuation date, expressed as a 
percentage of pay.

4) In no case shall the total amount contributed by the employer be less than 
the Normal Cost Rate for the year, plus a 30-year amortization of the total 
UAAL.

B. Greater than 100% and less than 120% - the contribution rate is the Normal 
Cost Rate.  This conforms with California Government Code Section 7522.52 
of the California Public Employees' Pension Reform act of 2013.

C. Greater than 120% - the contribution rate is the Normal Cost Rate reduced 
by an amount equal to the amortization of the surplus, where the surplus is 
defined as the Valuation Reserves in excess of the Actuarial Accrued Liability 
on the valuation date.  The surplus amount is amortized using a 30 year 
amortization period provided all conditions in California Government Code 
Section 7522.52(b) are met.

2. Guidelines and Terminology

A. The Funded Ratio is calculated by dividing the Valuation Reserves by the 
AAL. It may be determined separately between the Active and Inactive 
members by first allocating Valuation Reserves to the Inactive AAL and then 
all remaining Valuation Reserves to the Active AAL.

B. The Yearly UAAL layer is the difference between the expected increase in the 
UAAL due to the passage of time and the actual change in the UAAL due to 
the experience since the last annual actuarial valuation. The expectation is 
that each year’s UAAL will be amortized and funded separately so that its 
ultimate payment is visible in the funding decisions.

C. Once LACERA’s Funded Ratio reaches 100% or more, then all prior Yearly 
UAAL layer amounts will be considered fully amortized and will no longer be 
considered in the determination of contribution rates.



3

D. If, at some time after LACERA’s Funded Ratio reaches 100%, but then the 
Funded Ratio, once again, drops below 100%, a new UAAL layer amount will 
be established in the first year equal to the new UAAL amount.

E. Valuation Reserves are the actuarial value of the fund.  The following three 
reserves are not part of the Valuation Reserves:  

1) Contingency Reserve - The ‘37 Act requires the Contingency Reserve 
be set at a minimum of 1.0% of assets for future earnings deficiencies.

2) County Contribution Credit Reserve - Funds set aside to be used by 
the County for current and future County contributions.

3) Advanced Employer Contribution Reserve – Employer contributions 
paid in advance by the County.

F. The market value of total assets is used in calculating the actuarial value of 
the fund.  Under the actuarial asset method, the market value returns are 
smoothed over a 5 year period to reduce contribution rate volatility.

III. Annual Implementation

1. Interest Crediting Policy for Reserves

In accordance with Section 31591 of the CERL, LACERA maintains various 
Reserve accounts for purposes of allocating the realized income and 
disbursements of the trust fund assets.  As such, the balances are accounting 
balances and may not equal the Actuarial Value of Assets.  For Reserve 
Accounting purposes, interest credits are allocated in the same priorities as listed 
for the allocation of actuarial assets but are based only on Realized Earnings for 
the period. Realized Earnings includes the net realized income plus any prior 
balance in the Contingency Reserve.  The allocation of Realized Earnings is 
performed twice a year as of June 30 and December 31.

2. Allocation of Actuarial Assets

For funding purposes and for setting contributions rates, Recognized Earnings 
for a Plan Year is the recognized investment income as determined by the 
Actuarial Asset Method and includes both unrealized income and net realized 
income together with the prior balance in the Contingency Reserve.  The 
allocation of Recognized Earnings is only performed once a year as of the 
Valuation Date in the following order of priority:

Priority 1: Allocate to the Member Reserve so the Actuarial Asset allocation to 
that Reserve equals the accounting value for that Reserve on the 
Valuation Date.
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Priority 2: Allocate to the Advanced Employer Contributions Reserve so the 
Actuarial Asset allocation to that Reserve equals the accounting value 
for that Reserve on the Valuation Date.

Priority 3: Allocate to the Employer Reserve so the Actuarial Asset allocation to 
that reserve equals the accounting value for that Reserve on the 
Valuation Date.

Priority 4: Allocate to the County Contribution Credit Reserve so the Actuarial 
Asset allocation to that reserve equals the accounting value for that 
Reserve on the Valuation Date.  Note: This Reserve is not a Valuation 
Reserve.

Priority 5: Allocate to the Employer Reserve so the total amounts allocated equal 
one year’s interest at the assumed interest rate used in the actuarial 
valuation as of the preceding Valuation Date to the extent there are 
positive Recognized Earnings to allocate.

Priority 6: Allocate to the Contingency Reserve an amount equal to 1% of the 
Market Value of Assets as of the Valuation Date to the extent there are 
positive Recognized Earnings to allocate.

Priority 7: Allocate to the Employer Reserve an amount, if necessary, when 
combined with other Valuation Reserves, to provide 100% funding of 
the AAL as of the Valuation Date to reach the Funding Goal. In the 
event there are negative Recognized Earnings, allocate the entire 
amount.

Priority 8: The Board may consider additional actions as permitted under the 
County Employee Retirement Law (CERL) using funds in excess of the 
amount needed to meet the Funding Goal for funding discretionary 
benefits.  “Excess Earnings” as defined in the County Employees 
Retirement Law (CERL) may be appropriated upon reaching the 
Funding Goal, however, the Board may consider adjustment to the 
employer's contributions only upon satisfying California Government 
Code Section 7522.52(b).

Increases to the Employer Reserve and the Advanced Employer Contributions 
Reserve amounts will be allocated first to cover the expected Normal Cost 
payment for the valuation year and then proportionally to each Yearly UAAL 
amount. All UAAL layers are assumed to be fully amortized once the plan equals 
or exceeds a 100% Funded Ratio.

If the Funding Goal has been met and previously unallocated Excess Earning are 
used for discretionary benefits under Priority 6, the actuarial assumed earnings 
rate will need to be assessed as part of the next scheduled investigation study 
regarding the projected net earnings available to fund future benefits.
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3. Valuation Cycle

Annually, LACERA shall engage the services of an actuary to conduct a 
valuation of plan liabilities and assets to measure the funding progress of the 
plan. Every third year the actuary shall conduct an investigation of experience to 
measure the effectiveness of the plan assumptions and valuation methodology 
and make recommendations to the Board as needed. While the plan document 
provides for the valuations to be conducted not less than every three years, the 
funding policy will require an annual valuation and a recommendation of 
employer rates on an annual basis. Employee rates will be recommended as 
required due to changes in the underlying assumptions and methodology used to 
calculate the employee rates.

Notes:

2009: For the purposes of conducting the June, 30, 2009 actuarial valuation, the Board 
determined the STAR Reserve, as referenced in policy section II.2.(e), shall be a 
Valuation Reserve.  As such, the actuary will include the STAR Reserve as part of the 
actuarial assets available for funding retirement benefits. Excerpt from Board of 
Investment minutes, December 9, 2009:

A motion was made by Mr. Saladino, seconded by Chair Pryor to adopt the 
funding policy actuarial valuation effective June 30, 2009 as proposed in the 
Proposed Policy dated November 18, 2009, except to (i) include the STAR 
COLA Reserve in the valuation assets for the fiscal year ending June 30, 2009,
and (ii) reevaluate the STAR COLA Reserve issue for the fiscal year ending 
June 30, 2010. The motion carried with Messrs. Hudson, Saladino, Scheider, 
Unger and Chair Pryor voting yes and Ms. Sandoval and Messrs. Barger and 
Russin voting no.  Absent: Santos.

2010: For the purposes of conducting the June, 30, 2010 actuarial valuation, the Board 
determined the STAR Reserve, as referenced in policy section II.2.(e), shall be a 
Valuation Reserve.  As such, the actuary will include the STAR Reserve as part of the 
actuarial assets available for funding retirement benefits. Excerpt from Board of 
Investment minutes, November 10, 2010:

A motion was made by Mr. Saladino, seconded by Chair Santos that the non-
vested portion of the STAR COLA Reserve be included as a valuation asset for 
one year and that the Board of Investments revisit the issue prior to next year’s 
asset valuation.  The motion carried with Messrs. Pryor, Russin, Saladino, 
Valenzuela, and Chair Santos voting yes and Ms. Sandoval and Messrs. Barger 
and Schneider voting no. Absent: Unger.

2011: For the purposes of conducting the June 30, 2011 actuarial valuation, the 
Board determined the STAR Reserve, as referenced in policy section II.2(e), shall be a 
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Valuation Reserve.  As such the actuary will include the STAR Reserve as part of the 
actuarial assets available for funding retirement benefits. Excerpt from Board of 
Investment minutes, October 12, 2011:

A motion was made by Mr. Pryor, seconded by Mr. Santos to include the STAR 
COLA Reserve as a valuation asset for fiscal year 2011 and direct staff to 
provide information at the next Board meeting, on modifying the Funding Policy 
with respect to the STAR COLA Reserve and on securing an indemnification 
from the County with respect to that Reserve for fiscal year 2012 and beyond, 
to allow the Reserve to be included as a valuation asset.  The motion carried 
with Messrs. Valenzuela, Pryor, Kelly, Santos and Unger voting yes and 
Messrs, Schneider, Russin, Ms. Sandoval and Chair Barger voting no.

2012:  The Board amended the Funding Policy to (a) bring the Policy in compliance 
with the California Public Employees' Pension Reform Act of 2013 standard on 
employer rate relief and (2) add the STAR Reserve as a valuation asset by removing 
the STAR Reserve reference in Policy section II.2(e).  As such the actuary will include 
the STAR Reserve as part of the actuarial assets available for funding retirement 
benefits.  Excerpt from Board of Investment minutes, February 13, 2013:

A motion was made by 

The motion carried with Ms. Widner, Messrs. Green, Pryor, Saladino, Unger,
and Chair Santos voting yes and Ms. Sandoval and Messrs. Barger and 
Schneider voting no.



Attachment VII 

_LA_z..C_E_RA __________ /k, 
2008 Actuarial Audit - Policy Directive 

Audit of the Triennial Investigation of Experience 
(Experience Study Review) 

Timing and Reporting 
Audit actuary shall conduct a review of the investigation of experience or experience study 
report when the consulting actuary performs said study, as scheduled to occur every three 
years. An experience study review was completed for fiscal year end June 30, 2007 and will be 
conducted on a triennial basis going forward. The completed review will be delivered to the 
Audit Committee (Committee) and/or Board of Investments (Board) not less than 30 days prior 
to the date by which the Board must submit to the Los Angeles County Board of Supervisors 
(the "Board of Supervisors") the recommendations required under Government Code Section 
31453. 

Audit Process 
The audit actuary shall perform an actuarial peer review audit for every investigation of 
experience which will include reconciling aggregate counts of actual occurrences by decrement 
type with LACERA's consulting actuary and an independent reproduction of the cost impact of 
the changes recommended by LACERA's consulting actuary. Audit actuary shall consult with 
LACERA's consulting actuary and staff during the course of the review. Such review shall 
include but not be limited to: 

1. Evaluation of the available data for the performance of such investigation, the
degree to which such data is sufficient to support the conclusions of the
investigation, and the use and appropriateness of any assumptions made
regarding such data.

2. Evaluation of recommended economic and non-economic assumptions as
presented in LACERA's consulting actuary's investigation of experience report.

3. Reconciliation of the aggregate counts of actual occurrences by decrement type
with LACERA's consulting actuary and provide an independent reproduction of
the cost impact of any changes that are recommended by LACERA's consulting
actuary.

4. Evaluation of the investigation results and reconciliation of any discrepancies
between the findings, assumptions, methodology, rates, and or adjustments of
the audit actuary and LACERA's consulting actuary.

5. Completion of the audit concurrently with the consulting actuary's performance of
the investigation of experience. To the extent possible, it is LACERA's intent that
investigation audit results and the reconciliation of any discrepancies between
the findings, assumptions, methodology, rates, and assumptions be
communicated to the consulting actuary prior to their completion of work so that
the consulting actuary may consider such adjustments and recommendations for
inclusion in their completed investigation.
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Audit of the Triennial Valuation 
(Valuation Audit) 

Timing and Reporting 

Attachment VII 

Audit actuary shall conduct a valuation audit of the triennial actuarial valuation including parallel 
valuations (independent reproduction of the detailed valuation results) on a three-year cycle that 
coincides with the completion of each investigation of experience. A triennial valuation audit 
was completed for fiscal year end June 30, 2007 and will be conducted on a triennial basis 
going forward. The completed valuation audit will be delivered to the Audit Committee 
(Committee) and/or Board of Investments (Board) not less than 30 days prior to the date by 
which the Board must submit to the Los Angeles County Board of Supervisors (the "Board of 
Supervisors") the recommendations required under Government Code Section 31453. 

Audit Process 
Audit actuary shall consult with LACERA's consulting actuary and staff in the course of the 
audit. Such audit shall include but not be limited to: 

1. Evaluation of the available data for the performance of such valuation, the
degree of which such data is sufficient to support the conclusions of the
valuation, and the use and appropriateness of any assumptions made regarding
such data.

2. Completion of a parallel valuation using the assumptions, methodologies, and
funding methods used by LACERA's consulting actuary in their performance of
the valuation. Audit actuary shall re-perform all work and not rely on the work of
LACERA's consulting actuary.

3. Evaluation of the parallel valuation results and reconciliation of any discrepancies
between the findings, assumptions, methodology, rates, and or adjustments of
the audit actuary and LACERA's consulting actuary.

4. Completion of the audit concurrently with the consulting actuary's performance of
the actuarial valuation. To the extent possible, it is LACERA's intent that parallel
valuation results and the reconciliation of any discrepancies between the
findings, assumptions, methodology, rates, and or adjustments be communicated
to the consulting actuary prior to their completion of work so that the consulting
actuary may consider such adjustments and recommendations for inclusion in
their completed valuation.

Last Update: March 2008 
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Additional Actuarial Audits Performed in Any Year 
(Special Projects/Special Valuation Audits) 

Attachment VII 

From time to time, LACERA may assign actuarial-related special projects and/or special audits 
to the audit actuary. 

Special Projects 
LACERA shall identify the need to engage audit actuary to perform a special audit, review or 
specified analysis. Audit actuary will work with LACERA management to determine the special 
project details including the objectives, scope, timing and deliverables. Audit actuary shall 
consult with LACERA's consulting actuary and staff during the course of the project. 

Special Valuation Audits 
Audit actuary shall conduct a special valuation audit of LACERA's actuarial valuation in any year 
when there are (i) material changes in benefits, (ii) material changes to consulting actuary's 
valuation assumptions as reasonably determined by LACERA, and (iii) any changes deemed 
significant by LACERA's Board or management. LACERA shall notify audit actuary as soon as 
practically possible of any material changes to the consulting actuary's valuation information 
system and/or other events that trigger the need for an additional actuarial audit. Audit actuary 
will work with LACERA management to determine the special project details including the 
objectives, scope, timing and deliverables. Audit actuary shall consult with LACERA's 
consulting actuary and staff during the course of the audit. 

Reporting 
For each special project or special valuation audit, audit actuary will prepare a draft report of 
findings for review and comment by LACERA staff prior to issuing a final project report. Audit 
actuary shall prepare a final report of its findings for each special project and, if requested by 
LACERA, present such findings and final report to LACERA's Audit Committee and/or Board of 
Investments. 

Noted and Approved: 

�MACHER 
Chief Executive Officer 

File: Actuarial Audit Policy Directive (2008) V2 

Last Update: March 2008 
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September 26, 2024 

TO: Each Trustee 
   Board of Retirement 
   Board of Investments 

FROM: Santos H. Kreimann 
Chief Executive Officer, LACERA 

FOR: October 2, 2024, Board of Retirement Meeting 
October 9, 2024, Board of Investments Meeting 

SUBJECT: APPROVAL OF LACERA AND SEIU MOU BARGAINING UNITS 850 
AND 851 – AMENDMENT AND TENTATIVE AGREEMENT 

RECOMMENDATION 

Direct Management to join the Represented Staff Members in signing the Memorandums 
of Understanding (MOU) amendment incorporating the Tentative Agreements for 
LACERA Administrative, Technical, Clerical, and Blue-Collar Bargaining Unit (Unit 850) 
and LACERA Supervisory Bargaining Unit (Unit 851), and request administrative approval 
from the Los Angeles County Board of Supervisors.  Upon LACERA Boards approval the 
MOU amendments will be effective January 1, 2025 through December 31, 2025.   

INTRODUCTION 

On August 24, 2024, LACERA's Labor Negotiation Team commenced discussions with 
LACERA Staff Members represented by Service Employees International Union (SEIU) 
Local 721. Tentative terms of Agreements were successfully negotiated August 25, 2024. 
Copies of the final proposed MOU changes are attached.   

On September 25, 2024, the Represented Staff Members held a Ratification Election in 
which they accepted the terms of the Tentative Agreements.  Upon your approval, the 
Tentative Agreements will be placed in Unit 850 and 851's MOUs to be signed by 
Representatives of both Negotiation Teams and presented to the Los Angeles County 
Board of Supervisors for inclusion into the County Ordinance. 
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BACKGROUND 

In May 2000, at the request of the County's Chief Administrative Office (currently known 
as the Chief Executive Office), the Los Angeles County Employees Relations 
Commission removed LACERA-Unique Classifications from County Bargaining Units. 
This action was taken based upon a determination that the County should not be 
negotiating labor contracts for LACERA Staff Members.  New Bargaining Units were 
formed to cover LACERA Represented Staff Members with the Board of Retirement and 
Board of Investments assuming the responsibility for bargaining with their Staff Members.  

In December 2000, a LACERA Negotiation Team began bargaining with the Staff 
Members represented by SEIU Local 660. The labor negotiations successfully reached a 
Tentative Agreement and the Staff Members held a Ratification Election in which they 
accepted the tentative terms of the Agreements. On June 13, 2001, LACERA Boards 
approved the MOUs covering the period of October 1, 2000, through December 31, 2004. 
On July 17, 2001, the Board of Supervisors administratively approved the MOUs into the 
County Ordinance.    

In October 2004, November 2006, September 2008, April 2011, May 2013, and 
August 2016, and December 2019, LACERA's Labor Negotiation Teams entered into 
Negotiations with the Staff Members represented by SEIU Local 721 (formerly Local 660) 
to reach Successor Agreements. 

Each of these Labor Negotiations successfully produced Tentative Agreements by which 
Staff Members held ratification elections accepting the terms of the Successor 
Agreements.  LACERA Boards have approved the successor MOU Agreements following 
the initial June 13, 2001 Agreement which have been in effect through the present time.  

The current Labor Negotiations commenced as a result of the need for a successor MOU 
for one whose term was ending December 31, 2024. The parties agreed to amend the 
current agreement instead of negotiating a full successor agreement.   

TERMS OF TENTATIVE AGREEMENT 

The following are the significant terms from the Amendments and Tentative Agreements 
that were reached on August 21, 2024, between Management and the Staff Members 
represented by SEIU Local 721 in Bargaining Units 850 and 851: 

1. Upon LACERA Boards’ approval, the MOU contract term will be extended through
December 31, 2025.
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2. Effective October 1, 2024 Staff Members in LACERA's Bargaining Units 850 and
851 shall receive an across the board increase of three percent (3%).

Language modifications were made to Special Pay Practices to update classification 
titles; and to Work Schedule and Transfer provisions to add language.   

Implementation Process 

Upon your approval, LACERA's Human Resources and Legal Offices will prepare and 
submit the necessary documentation to the Board of Supervisors for their administrative 
approval of the MOUs into the County Ordinance.  

Recognition 

Staff would like to recognize the SEIU Local 721 Negotiators, Aram Agdaian, Renee 
Anderson and Brandon Price, for their professionalism and dedication in reaching an 
agreement.  Staff would also like to recognize LACERAs' Chief Negotiator, Irma 
Rodriguez Moisa, whose guidance and knowledge were vital to a successful negotiation. 
And further thank the following Staff Members, from both sides of the negotiation table, 
who worked together to find common ground and reach agreement on the labor contracts: 

Management Representatives: 

Carly Ntoya  Luis Lugo   John Popowich 
Annette Cleary Laura Guglielmo Jasmine Bath 

Employee Labor Representatives: 

Lindsey Knight La Tonya Robinson Antonio Ramos 
Anthony Batiste 

RECOMMENDATION 

It is recommended that your Boards:  

Direct Management to join the Represented Staff Members in signing the MOU 
amendments incorporating the Tentative Agreements for LACERA Administrative 
Technical, Clerical, and Blue Collar Bargaining Unit (Unit 850) and LACERA Supervisory 
Bargaining Unit (Unit 851), and request administrative approval from the Los Angeles 
County Board of Supervisors.   
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Upon both LACERA Boards approval, the MOUs will be effective January 1, 2025, 
through December 31, 2025. 

Notwithstanding the foregoing, in the event the Board of Supervisors fails to take all 
actions necessary to timely implement the successor MOUs, it is understood that 
LACERA and SEIU may mutually agree to implement appropriate provisions of the MOUs 
which do not require specific action by the Board of Supervisors. 

Attachments:  MOU 850 Changes 
MOU 851 Changes 
Represented Cost to Fund Worksheet 
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MOU 850 CHANGES 
 
Changes are reflected in bold font. 
 
 
Article 5 - Term, Section 5.1  
 
5.1. The term of this MOU shall commence on the date when the terms and 

conditions for its effectiveness, as set forth in Article 4 Implementation, are fully 
met, but in no event shall said MOU become effective prior to 12:01 a.m. on 
January 1, 2025.  This MOU shall expire and otherwise be fully terminated 
at 12:00 midnight on December 31, 2025 

 
 
Article 7 - Salary, Sections 7.1 
 
General percentage increases 
 
7.1  All employees covered under this Memorandum of Understanding shall receive the 

following salary increase during the term of this agreement upon Union ratification 
and Board approval: 
 
a) Effective January 1, 2022, an across the board increase of 4%.  

 
b) Effective January 1, 2023, an across the board increase of 3%. 
 
c) Effective January 1, 2024, an across the board increase of 3%. 
 
d) Effective October 1, 2024, an across the board increase of three percent 

(3%). 
 
 
Article 9 – Special Pay Practices, Section 9.4 
 
9.4 Any permanent, full-time employee in one of the following classifications who 

possess a valid Certified Public Accountant license issued by the State of 
California shall be entitled to compensation at a rate two schedules higher than 
that established for the class: 

 
  Tite       Item No. 
  Accountant I, LACERA    0415 
  Accountant II, LACERA    0473 
  Investment Accountant, LACERA  0476 
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Article 15 – Work Schedule, Section 15.3 
 
15.3  Employees shall be scheduled to work on regular work shifts having regular 

starting and ending times.  Except for emergencies (see Section 15.5), 
employees’ work schedules, or work shifts shall not be changed without written 
notice to the employee at least ten (10) working days prior to the date the change 
is to be effective.  Alternate work schedules shall not be changed without written 
notice to the employee at least ten (10) working days prior to the date the change 
is to be effective. The ten (10) working day notice can be waived by mutual 
agreement. 

 
 
Article 20 – Transfers, Section 20.3 
 
20.3 In the event of involuntary transfers within LACERA, the employee will be notified 

in writing, fifteen (15) days prior to said involuntary transfer. The fifteen (15) day 
notice can be waived by mutual agreement.    
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MOU 851 CHANGES 
 
Changes are reflected in bold font. 
 
 
Article 5 - Term, Section 5.1  
 
5.1. The term of this MOU shall commence on the date when the terms and 

conditions for its effectiveness, as set forth in Article 4 Implementation, are fully 
met, but in no event shall said MOU become effective prior to 12:01 a.m. on 
January 1, 2025.  This MOU shall expire and otherwise be fully terminated 
at 12:00 midnight on December 31, 2025 

 
 
Article 7 - Salary, Sections 7.1 
 
General percentage increases 
 
7.1  All employees covered under this Memorandum of Understanding shall receive the 

following salary increase during the term of this agreement upon Union ratification 
and Board approval: 
 
a) Effective January 1, 2022, an across the board increase of 4%.  

 
b) Effective January 1, 2023, an across the board increase of 3%. 
 
c) Effective January 1, 2024, an across the board increase of 3%. 
 
d) Effective October 1, 2024, an across the board increase of three percent 

(3%). 
 
 
Article 9 – Special Pay Practices, Section 9.4 
 
9.4 Any permanent, full-time employee in one of the following classifications who 

possess a valid Certified Public Accountant license issued by the State of 
California shall be entitled to compensation at a rate two schedules higher than 
that established for the class: 

 
  Tite       Item No. 
  Senior Accountant, LACERA   0416 
  Accounting Officer I, LACERA   0417 
  Accounting Officer II, LACERA   0418 
  Senior Investment Accountant, LACERA 0477 



Attachment MOU 851 Changes 

 

 
Article 15 – Work Schedule, Section 15.3 
 
15.3 Employees shall be scheduled to work on regular work shifts having regular 

starting and ending times.  Except for emergencies (see Section 15.5), 
employees’ work schedules, or work shifts shall not be changed without written 
notice to the employee at least ten (10) working days prior to the date the change 
is to be effective.  Alternate work schedules shall not be changed without written 
notice to the employee at least ten (10) working days prior to the date the change 
is to be effective. The ten (10) working day notice can be waived by mutual 
agreement. 

 
 
Article 20 – Transfers, Section 20.3 
 
20.3 In the event of involuntary transfers within LACERA, the employee will be notified 

in writing, fifteen (15) days prior to said involuntary transfer. The fifteen (15) day 
notice can be waived by mutual agreement.    

 



Represented FY 24-25 Annual
Annual Cost      
Plus 3% Full Year Difference

FY 24-25          
9 months

FY 25-26
6 months

Gross Salaries 23,695,796.00$  24,406,669.88$  710,873.88$  533,155.41$  355,436.94$       
Employee Benefits 13,285,914.00$  13,684,491.42$  398,577.42$  298,933.07$  199,288.71$       
Total S&EB 36,981,710.00$  38,091,161.30$  1,109,451.30$  832,088.48$  554,725.65$       

 Implementation Cost 1,386,814.13$   

Represented Cost to Fund
Proposed Salary Increases

The total implementation cost to fund the 3% salary increase is approximately $1,400,000

Attachment



 
September 26, 2024 
 
 
TO:  Each Trustee 
    Board of Retirement 
    Board of Investments 
 
FROM:  Santos H. Kreimann 
  Chief Executive Officer, LACERA 
   
FOR: October 2, 2024, Board of Retirement Meeting 

October 9, 2024, Board of Investments Meeting 
 
SUBJECT: NON-REPRESENTED AND MANAGEMENT STAFF SALARY 

ADJUSTMENTS 
 

RECOMMENDATION 
 
Approve Salary Adjustments for Non-Represented and Managerial Appraisal and 
Performance Plan (MAPP) Classifications at levels consistent as those granted to 
Represented Staff Members, and direct Management to request administrative approval 
from the Los Angeles County Board of Supervisors.  This salary adjustment 
recommendation excludes LACERA’s Chief Executive Officer classification which salary 
is determined independently by the LACERA Boards.  
 

BACKGROUND 
 
Your Boards, having been asked to approve Salary Adjustments through December 31, 
2025 for LACERA Represented Staff Members, are asked to turn your attention to salary 
matters concerning LACERA's Non-Represented Staff Members and MAPP Participants. 
Subject to your Boards approval of the Amendments and Tentative Agreements of the 
Memorandum of Understandings (MOU), LACERA and Service Employees International 
Union (SEIU) Local 721 have agreed that LACERA Represented Employees will receive 
a three percent (3%) across the board salary increase effective October 1, 2024.   

 
Historically LACERA has positioned its Non-Represented and MAPP Salaries closely to 
the negotiated adjustments for the Represented Staff Members. Subject to the Boards 
approval of the Tentative Agreements and MOU amendments, staff recommends 
implementing a three percent (3%) across the board salary increase: 
 

• Effective October 1, 2024, for Non-Represented staff member, and 
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• Effective January 1, 2025, for MAPP staff members.   
 
Different effective dates are recommended due to the MAPP merit increases that are 
anticipated on October 1, 2024.   
 
The Salary Adjustments is recommended to bring parity between the LACERA 
Represented and Non-Represented/MAPP Salary Increases and to maintain appropriate 
salary differentials between the Represented and Non-Represented/MAPP Staff 
Members.  This salary adjustment recommendation excludes LACERA’s Chief Executive 
Officer classification whose salary is determined independently by LACERA Boards.  
 
Staff also believes these salary increases will assist in supporting LACERA’s ability to 
attract, motivate and retain a highly engaged and skilled workforce to fulfill our Mission to 
“Produce, Protect, and provide the Promised Benefit.”  
 
Implementation Process 
 
Upon your approval, LACERA Human Resources and Legal Offices will prepare and 
submit the necessary documentation to the Board of Supervisors for its administrative 
approval into the County Ordinance. 
 

RECOMMENDATION 
 
It is recommended that your Boards: 
 
Grant approval of General Salary Increases for Non-Represented and Managerial 
Appraisal and Performance Plan (MAPP) Classifications at the same level as those 
granted to Represented Staff Members effective October 1, 2024 and January 1, 2025 
respectively,  and direct Management to request administrative approval from the Los 
Angeles County Board of Supervisors.   
 
 
Attachment:   Non-Represented Cost to Fund Worksheet 



ATTACHMENT 
 

 

Non-Represented and MAPP 
Cost to Fund 

         Proposed Salary Increases 

The total implementation cost to fund the 3% salary increase is approximately $2,000,000. 
 

 
Non-Represented 
Non-MAPP 

 
FY 24-25 
Annual 

Annual Cost 
Plus 3% 

 
Full Year Difference 

FY 24-25 
9 months 

FY 25-26 
6 months 

Gross Salaries $ 17,245,660.00 $ 17,763,029.80 $ 517,369.80 $ 388,027.35 $ 258,684.90 
Employee Benefits $  7,577,774.00 $  7,805,107.22 $ 227,333.22 $ 170,499.92 $ 113,666.61 
Total S&EB $ 24,823,434.00 $ 25,568,137.02 $ 744,703.02 $ 558,527.27 $ 372,351.51 
    

Implementation Cost  $ 930,878.77 
 

 
 
MAPP 

 
FY 24-25 
Annual 

Annual Cost 
Plus 3% 

 
Full Year Difference 

FY 24-25 
6 months 

FY 25-26 
6 months 

      
Gross Salaries $ 21,872,649.00 $ 22,528,828.47 $ 656,179.47 $ 328,089.73 $ 328,089.73 
Employee Benefits $ 10,089,925.00 $ 10,392,622.75 $ 302,697.75 $ 151,348.88 $ 151,348.88 
Total S&EB $ 31,962,574.00 $ 32,921,451.22 $ 958,877.22 $ 479,438.61 $ 479,438.61 
    

Implementation Cost  $ 958,877.22 
 



 

 

September 20, 2024 

 

FOR INFORMATION ONLY 

 

TO: Each Trustee,  

  Board of Retirement 

  Board of Investments 

 

FROM:  2024 Audit Committee  

Debbie Martin, (BOI Trustee), Chair   
Wayne Moore, (BOR Trustee), Vice Chair 
Vivian Gray, (BOR Trustee), Secretary 
Nancy Durazo (BOR), Trustee 

Elizabeth Ginsberg, Ex-Officio  
Jason Green, BOI Trustee 
Nicole Mi, BOI Trustee  

 
FOR:  October 2, 2024 Board of Retirement Meeting 
  October 9, 2024 Board of Investments Meeting   
  
SUBJECT:  LACERA’s Rehired Retiree Program Audit Fiscal Year Ended  
  June 30, 2023, and 2024 
 
Internal Audit presented their report on the subject audit to the Audit Committee at the 
September 19, 2024, meeting. Internal Audit performs this audit on an annual basis to 
determine LACERA’s compliance with the Rehired Retiree Program and reported to the 
Committee that this year the program was in full compliance.  
 
The Committee elected to (1) Accept and File the report, and 
(2) Forward the report to both Boards, without further instruction.   
 
The audit report is attached for your information.  
 
Attachment 
AC:rb 



July 9, 2024 

TO: 2024 Audit Committee 

Debbie Martin, (BOI Trustee), Chair   
Wayne Moore, (BOR Trustee), Vice Chair 
Vivian Gray, (BOR Trustee), Secretary 
Nancy Durazo, BOR Trustee 

Elizabeth Ginsberg, Ex-Officio 
Jason Green, BOI Trustee 
Nicole Mi, BOI Trustee  

 FROM: 

FOR: 

Audit Committee Consultant 

Larry Jensen 

George Lunde GL
Senior Internal Auditor

September 19, 2024 Audit Committee Meeting 

SUBJECT:  LACERA’s Rehired Retiree Program Audit Fiscal Year Ended 
June 30, 2023, and 2024 

RECOMMENDATION 

In accordance with your current Audit Committee Charter, staff recommends that the Committee 
review and discuss the following engagement report to take the following action(s):  

1. Accept and file report,
2. Instruct staff to forward report to Boards or Committees,
3. Make recommendations to the Boards or Committees regarding actions as may be

required based on audit findings, and/or
4. Provide further instruction to staff.

ENGAGEMENT REPORT 

LACERA’s Rehired Retiree Program Audit Fiscal Year Ended June 30, 2023, and 2024 
(Report Issued:  June 3, 2024) 

Attachment 

Noted and Reviewed: 

________________ 
Richard P. Bendall  
Chief Audit Executive 



AUDIT PERFORMED BY: 

George Lunde 

Senior Internal Auditor 

LACERA INTERNAL AUDIT DIVISION 

LACERA’s Rehired Retiree Program 
Fiscal Years Ended June 30, 2023, and 2024  

June 3, 2024



AUDIT REPORT 

Audit Name:  LACERA’s Rehired Retiree Program 

Division: Human Resources 

Audit Rating*: Satisfactory 

Prior Audit Rating*: Unsatisfactory 

Prior Report Date: July 31, 2023 

BACKGROUND 

The State of California's County Employees Retirement Law of 1937 (CERL) and Public 
Employees’ Pension Reform Act of 2013 (PEPRA) provides that LACERA has the option to 
employ retirees as “Rehired Retirees” subject to certain requirements. Under Government Code 
Section 31680.6 of CERL and Section 7522.56, rehired retirees may work up to 960 hours per 
fiscal year, on a temporary basis, without affecting their retirement status or benefits. Retirees 
may not return to service under a “contract directly” with the agency; retirees may be employed 
by a third-party vendor under a bona fide independent contract with LACERA and provide service 
under that third party contract provided there are no indicia that the arrangement is intended to 
circumvent the CERL and PEPRA provisions relating to rehired retirees. 

LACERA management and Board of Retirement (BOR) have been proactive in addressing the 
recommendations of prior audits, most notably culminating in the approval by the BOR at the 
July 2023 meeting of the revised “Post Retirement Employment Policy” (2023 Board Policy). 
Implementation of the revised policy was effective in helping to address our prior audit findings. 

We noted that in the past there was an issue of rehired retirees working for an extended duration 
which appeared to be non-compliant with PEPRA’s somewhat vague guidelines. However, the 
BOR has chosen proactively to establish policy providing rules for continuing work past two 
years. It requires BOR approval of such work extensions for a rehired retiree. For this audit the 
rules applied to three rehired retirees, and who were duly approved to continue their work for 
current fiscal year. See following table by LACERA divisions which have special circumstances 
requiring employment of retirees.  

Number of Years / Number of Retirees 

Division /Years 2 yrs 3 yrs 5 yrs 12+ yrs 

RHC 1 

Legal 1 

Systems 1 1 

AUDIT OBJECTIVE & SCOPE 
The objective of the audit was to assess LACERA’s compliance to Policy, Procedure, and 
Guidelines for rehiring retired annuitants including the following:  

• CERL’s 960-hour limit

• IRS’ “bona fide” break in service requirement

• PEPRA’s 180-day break in service requirement

• PEPRA’s requirement of “limited duration”

* See Appendix 1 for Audit Rating
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The scope for this review included all rehired retirees for fiscal years 2023 and 2024 and all 
relevant data and records for the rehired retirees. We elected to audit the two years together as 
the controls implemented through the BOR approval on July 6, 2023, of the revised Post 
Retirement Employment Policy were in effect for the 2024 Fiscal Year. As a result, our audit 
primarily focused on testing the controls around rehired retirees employed during Fiscal Year 
2024. 

The audit was performed in accordance with the Institute of Internal Auditors’ International 
Standards for the Professional Practice of Internal Auditing. 

AUDIT RATING & SUMMARY OF FINDINGS 
In our opinion, the current effectiveness of the key controls applicable to the audit scope  are 
satisfactory. Prior audit findings regarding deficiencies with authorization and approval process 
documentation have been resolved. Along with the implementation of the revised Policy, we 
observed that LACERA management and staff have implemented effective controls around 
tracking and monitoring of rehired retiree hours worked. Further, LACERA has implemented very 
effective communications with the rehired retirees (both for the LACERA rehired retirees and 
those working for the County). 

960 Hour Limit Test Results 

LACERA Rehired 
Retiree 

Total Hours FYE 
6/30/23 

Total Hours YTD @ 
5/15/24 

#1 754 538 

#2 902 744 

#3 960 315 

#4 92 31 

Based on the results of our audit testing, the system of internal controls around the hiring of 
retirees appears to be working effectively. The overall environment contains sufficient internal 
controls to address key risks, and business practices generally comply with LACERA policies.  

We would like to thank Human Resources staff and management for their cooperation with this 
audit. 

REVIEWED AND APPROVED 

Date: June 3, 2024 
Richard P. Bendall 
Chief Audit Executive 
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REPORT DISTRIBUTION 

2024 Audit Committee Santos H. Kreimann, 
CEO 

Steven Rice, 

Chief Legal Counsel 

2024 Plante Moran Audit 
Team 

Luis Lugo, DCEO 
Carly Ntoya, Director of 
Human Resources 

Larry Jensen 
Audit Committee Consultant 

Laura Guglielmo, AEO J.J. Popowich, AEO 
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APPENDIX 1  
AUDIT RATING SCALE 

Internal Audit issues three standard audit report evaluations as defined below: 

Satisfactory 
The control environment is acceptable with minor issues having been identified. The overall 
environment contains sufficient internal controls to address key risks, and business practices 
generally comply with Company policies. Corrective action should be implemented to address 
any weaknesses identified during the audit in order to maintain or enhance the control 
environment. 

Opportunities for Improvement 
The control environment has opportunities for improvement with significant issues, individually 
or in the aggregate, having been identified or major noncompliance with Company policies. The 
overall environment contains insufficient internal controls to address key risks. Prompt corrective 
action should be implemented to address the weaknesses and strengthen the control 
environment. 

Unsatisfactory 
The control environment is unacceptable with critical issues, individually or in the aggregate, 
having been identified or major noncompliance with Company policies. The overall environment 
contains insufficient internal controls to address key risks and the impact may be substantial in 
size or nature or their effect cannot be quantified. Immediate corrective action should be 
implemented to address the weaknesses and strengthen the control environment. 
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LACERA’s Rehired Retiree Program

Audit Fiscal Years Ended

June 30, 2023, and 2024

Presenter by: 

  George Lunde, Senior Auditor 
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Los Angeles County Employees Retirement AssociationInternal Audit

Summary of Engagement

2

Responsible Division: Human Resources

Type of Engagement: Assurance 

Audit Rating: Satisfactory

Prior Audit Rating: Unsatisfactory

Type of Engagements

Assurance: Provide an objective examination of evidence for the purpose of providing an independent 

assessment to Management and the Audit Committee on governance, risk management, and control 

processes for LACERA. 

Consulting: Collaborate with Management to provide a formal assessments and advice for improving 

LACERA’s governance, risk management, and control processes, without Internal Audit assuming 

Management responsibility.

Advisory: Provide Management with informal advice. 
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Background, Scope, Objective
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Background:  We perform this audit annually as failure to adhere to the regulations and 

requirements not only violates state law governing retirement benefits, but it could also 

jeopardize the qualified tax deferred status of LACERA under federal tax law.

     Scope: The scope for this review included all rehired retirees for fiscal 

       years 2023 and 2024, and all relevant data and records for the 

       rehired retirees.

  

Objective: 

Determine compliance with:

• CERL’s 960-hour work limit requirement 

• IRS’ “bona fide” break-in-service requirement 

• PEPRA’s 180-day break in service requirement

• PEPRA requirement of “limited duration”
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Summary of Findings

4

In our opinion, the current effectiveness of the key controls applicable to the 

Audit Scope are satisfactory. Prior audit findings regarding deficiencies with 

authorization and approval process documentation have been resolved. The 

LACERA revised “Post Retirement Employment Policy” is in effect. 

Based on test results the control environment is acceptable. The overall 

environment contains sufficient internal controls to address key risks, and 

business practices generally comply with LACERA policies.
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September 23, 2024 
 
 
TO:      Each Trustee, 

Board of Retirement 
 
FROM:    Ted Granger 

Chief Financial Officer 
 

FOR:     October 2, 2024 Board of Retirement Meeting 
 
SUBJECT:  2025 STAR COLA PROGRAM AWARD 
 
 
RECOMMENDATION 
 

(1) That the Board of Retirement decide whether or not to award a STAR COLA for 
Program Year 2025, and 

 
(2) If a benefit is approved, determine whether the STAR COLA benefits will be on an 

ad-hoc basis at a cost of $154,000 for a one-year addition to retirement allowances, 
as determined by LACERA’s consulting actuary, Milliman, to restore eligible retirees 
to an 80% benefit level effective for calendar year 2025, or 
 

(3) If a benefit is approved, determine whether the STAR COLA benefits will be on a 
permanent basis at a cost of $1,595,000 for a lifetime addition to retirement 
allowances, as determined by LACERA’s consulting actuary, Milliman, to restore 
eligible retirees to an 80% benefit level effective January 1, 2025. 

 
EXECUTIVE SUMMARY 
 
September 2024 
 

The Board of Retirement completed part one of a two-part process required for the 
Supplemental Targeted Adjustment for Retirees (STAR) cost-of-living adjustment (COLA) 
(STAR COLA Program or STAR Program). At its regularly scheduled meeting on September 
4, 2024, the Board of Retirement made public the cost of awarding 2025 STAR Program 
benefits on an ad-hoc basis and on a permanent basis as determined by LACERA’s 
consulting actuary, Milliman. At that time, the Board of Retirement instructed staff to place 
this item on the October 2024 Board of Retirement meeting agenda so the Board can 
determine whether to award a 2025 STAR COLA and if awarded, whether the 2025 STAR 
COLA will be applied on an ad-hoc or permanent basis. 
 
The annual cost of the ad-hoc benefit is $154,000 for a one-year period, while the 
permanent benefit cost is $1,595,000 for a lifetime benefit. There are two eligible groups of 
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an estimated 426 retirees and survivors1, where their COLA Accumulation accounts exceed 
the 20% threshold. One group of 339 eligible members who retired on or before March 31, 
1991, may receive a 1.5% STAR Program award, and the second group of 87 eligible 
members who retired April 1, 1991 to March 31, 1992, can be awarded 0.3%. 
 
The staff memo, and all Board materials from the September 2024 Board of Retirement 
meeting are attached as Appendix I. Below, we summarized and edited information from 
last month’s memo, “2025 STAR COLA Program Cost,” dated August 26, 2024. 
 
October 2024 
 

At the October 2, 2024 regular meeting of the Board of Retirement, staff is recommending 
that the Board complete the second and final step in this process: determine whether or not 
to award a STAR COLA for Program Year 2025; and if awarded, determine whether STAR 
COLA benefits will be on an ad-hoc or permanent basis. Should the Board decide to award 
the 2025 STAR COLA, benefits will become effective with the January 2025 retirement 
benefits payment. 
 
Overview 
 

LACERA members in General Plans B, C, and D and Safety Plan B who retired on or before 
March 31, 1992 (and survivors of members who retired during that period) are eligible 
effective January 1, 2025 for a retirement benefit increase under the STAR COLA Program. 
COLA Accumulation accounts (also referred to as the COLA Bank accounts) exceed the 
20% threshold by 1.5% for members who retired on or before March 31, 1991 and 0.3% for 
members who retired April 1, 1991 to March 31, 1992. The COLA Bank balances of 21.5% 
and 20.3% are in excess of the 20% required allowing the Board of Retirement to authorize 
STAR COLA Program benefits. This means the value of their original pension benefit 
decreased below 80% of its original purchasing power over time due to cumulative actual 
inflation exceeding cumulative statutory COLA and permanently awarded STAR COLA 
amounts. 
 
Members participating in PEPRA Plans General G and Safety C, and Legacy Plan A 
(General and Safety) are not currently eligible for STAR COLA Program benefits; those 
members in non-contributory Plan E are not eligible for STAR COLA Program benefits. 
 
These additional retiree benefits are paid by LACERA from the STAR Reserve account held 
by LACERA with a current balance of $608.6 million as of June 30, 2024. The STAR 
Reserve is not included in valuation assets by the actuary and maintains sufficient balances 
to fund the 2025 STAR Program benefits. The Actuarial Accrued Liability (AAL) will increase 
by less than 0.01% with the adoption of the 2025 STAR COLA. These potential cost 

 
1 Estimated number of members impacted based on the June 30, 2023 Valuation and valuation assumptions. 
Actual number of members receiving the STAR COLA award will be determined at the time the award is made 
on January 1, 2025. 
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increases represent less than 0.50% of LACERA’s Future Annual Costs as defined in 
California Government Code Section 7507. 2  
 
The Board of Retirement most recently awarded a STAR COLA for Program Years 2024 
and 2023 and made those awards on a permanent basis. Before STAR COLA Program 
Year 2023, the Board of Retirement last awarded the STAR COLA for Program Year 2009. 
For Program Years 2010 to 2022, COLA Accumulation accounts increased in some years 
but had not exceeded the 20% threshold amount, so STAR COLA benefits were not 
available for retirees during that period.  
 
Actuary’s Report 
 

The Government Code requires that LACERA’s consulting actuary, Milliman, provide an 
analysis which includes the cost of funding the STAR COLA Program award and its impact 
on Future Annual Costs. Milliman’s report, which is included in Appendix I, provides a 
detailed analysis of the STAR COLA and should be referred to in conjunction with this 
memo. LACERA staff memos are intended to provide a summary of the STAR COLA 
Program. 
 
LEGAL ANALYSIS 
 
Government Code Section 31874.3 allows LACERA to provide ad-hoc or permanent STAR 
Program benefits that, according to the terms of the Program, protect the purchasing power 
of retirement benefits. The Board of Retirement is not required to approve STAR benefits, 
even when the required loss of purchasing power has occurred; the decision is at the 
discretion of the Board. 
 
Pursuant to Government Code Section 7507, a local agency such as LACERA’s Board of 
Retirement, when considering changes in retirement benefits, such as providing ad-hoc or 
permanent STAR Program benefits, and before such changes are authorized, must engage 
an enrolled actuary to provide a statement of actuarial impact upon Future Annual Costs, 
including any additional accrued liability. Section 7507 also requires that a decision to 
provide either ad-hoc or permanent STAR Program benefits in 2024 can be made only if the 
Future Annual Costs of the benefit, as determined by an enrolled actuary, is disclosed at a 
public meeting at least two weeks prior to the adoption of the benefit increase. Further, 
Government Code Section 31874.3(c) provides that, before the Board of Retirement 
approves permanent STAR benefits, the cost of the benefits must be determined by a 
qualified actuary and the Board shall, with the actuary’s advice, provide for full funding of 
the benefits. The required actuarial cost analysis is presented in this memo and in the prior 
staff memo dated August 26, 2024, attached as Appendix I. In compliance with the 
Government Code, on September 4, 2024, your Board made public at its regularly 

 
2 Under Section 7507(a)(2), “Future Annual Costs” “includes, but is not limited to, annual dollar changes, or the  
total dollar changes involved when available, as well as normal cost and any change in accrued liability.” In 
this case, the statute references the impact on Future Annual Costs resulting from a STAR COLA award. 
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scheduled meeting the cost of ad-hoc benefits and the cost of making permanent the 2025 
STAR Program benefits at an 80% benefit level. 
 
Public Notice Requirement 
 

Government Code Sections 7507 and 31874.3 require the Board of Retirement to secure 
the services of an enrolled actuary to provide a statement of the actuarial impact upon the 
future annual plan costs. Section 7507 also requires that the actuarial cost information be 
presented at a public meeting at least two weeks prior to authorizing a benefit increase. The 
Board of Retirement made public the costs of awarding additional benefits through the 
STAR COLA Program for 2025 at their meeting on September 4, 2024. 
 
This “2025 STAR COLA Program Award” memo, included on the Board of Retirement’s 
agenda for the October 2, 2024, regular meeting, is a recommendation that the Board of 
Retirement consider the STAR COLA additional retirement allowances, twenty-eight days 
after the actuarial cost information disclosure on September 4, 2025, which satisfies the 
minimum time requirement to authorize a benefit increase. 
 
LACERA’s consulting actuary, Milliman, calculated the cost information in their letter dated 
August 26, 2024, included in Appendix I, to satisfy this requirement. On page 2, Milliman 
states that these potential cost increases represent less than 0.01% of the Future Annual 
Costs as defined in California Government Code Section 7507. 
 
CONCLUSION 
 
STAR Program benefits are paid on a calendar year basis. The Board of Retirement most 
recently awarded the STAR COLA on a permanent basis for the last two years, Program 
Years 2024 and 2023. For the prior Program Years 2010-2022, LACERA retirees were not 
eligible for STAR COLA Program benefits. 
 
Recent CPI increases have caused some COLA Accumulation accounts to exceed the 20% 
threshold by 1.5% for some members and 0.3% for others, depending upon the eligible 
members’ retirement date. These members have experienced a decline in purchasing 
power of their monthly retirement allowance which permits the Board of Retirement to 
authorize a STAR COLA award beginning with the January 2025 benefits payment. The 
Board of Retirement has the option of granting the STAR benefit on a year-to-year basis 
using the ad-hoc methodology or by choosing the permanent option which makes the 
additional the benefit a perpetual part of the members’ retirement benefit. 
 
It is therefore recommended that the Board of Retirement decide whether or not to award a 
STAR COLA for Program Year 2025. If awarded, determine whether the STAR COLA 
benefits will be on an ad-hoc basis at a cost of $154,000 for a one-year addition to 
retirement allowances, as determined by LACERA’s consulting actuary, Milliman, to restore 
eligible retirees to an 80% benefit level for calendar year 2025. Or, if awarded, determine 
whether the STAR COLA benefits will be on a permanent basis at a cost of $1,595,000 for a 
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lifetime addition to retirement allowances, as determined by LACERA’s consulting actuary, 
Milliman, to restore eligible retirees to an 80% benefit level effective January 1, 2025. 

Attachments 
Appendix I: Board of Retirement memo dated August 26, 2024 

(Re: 2025 STAR COLA Program Cost) 

REVIEWED AND APPROVED: 

09/23/2024 
_______________________________________________ ___________________________ 

Santos H. Kreimann   Date 
Chief Executive Officer 

2024 STAR COLA Program.Award.BOR Memo_OCT.24_final.doc 

c:  Board of Investments, LACERA 
Luis A. Lugo   Laura Guglielmo JJ Popowich 
Jonathan Grabel Steven P. Rice
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August 26, 2024 

TO:  Each Trustee, 
Board of Retirement 

FROM: Ted Granger 
Chief Financial Officer 

FOR:    September 4, 2024 Board of Retirement Meeting 

SUBJECT: 2025 STAR COLA PROGRAM COST 

RECOMMENDATION 

(1) That the Board of Retirement make public at its meeting on September 4, 2024, the
cost of approving an award under the ad-hoc and permanent STAR COLA Program
in 2025 at an 80% benefit level. If a benefit is approved, the projected cost for the ad-
hoc STAR COLA award is $154,000, while the cost for awarding a permanent STAR
COLA is $1,595,000 as determined by LACERA’s consulting actuary, Milliman; and

(2) Direct staff to place this item on the Board of Retirement’s October agenda to decide
at that time whether or not to award a STAR COLA for Program Year 2025, and if
awarded, determine whether the STAR COLA benefits will be ad-hoc or permanent.

EXECUTIVE SUMMARY 

Overview 

LACERA members in General Plans B, C, and D and Safety Plan B who retired on or before 
March 31, 1992 (and survivors of members who retired during that period) are eligible 
effective January 1, 2025 for a retirement benefit increase under the Supplemental Targeted 
Adjustment for Retirees Cost-Of-Living Adjustment Program (STAR COLA Program or 
STAR Program). For this eligible group of an estimated 426 retirees and survivors1, their 
COLA Accumulation accounts (also referred to as the COLA Bank accounts) exceed the 
20% threshold required if the Board of Retirement is to authorize STAR COLA Program 
benefits. This means the value of their original pension benefit decreased below 80% of its 
original purchasing power over time due to actual inflation exceeding the statutory COLA. 

The Board of Retirement may adopt STAR Program benefits on an ad-hoc or permanent 
basis to become effective January 1, 2025. Members participating in PEPRA Plans General 
G and Safety C, Legacy Plans Safety A and General Plans B, C, and D who retired on or 

1 Estimated number of members impacted based on the June 30, 2023 Valuation and valuation assumptions. 
Actual number of members receiving the STAR COLA award will be determined at the time the award is made 
on January 1, 2025. 

Appendix I
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after April1, 1992, are not currently eligible for STAR COLA Program benefits; members in 
non-contributory Plan E are not eligible for STAR COLA Program benefits. 
 
These additional retiree benefits are paid from LACERA’s STAR Reserve account. The 
STAR Reserve is not included in valuation assets by the actuary and maintains sufficient 
balances to fund the 2025 STAR Program benefits at the amounts set forth below. These 
potential cost increases represent less than 0.50% of the Future Annual Costs as defined in 
California Government Code Section 7507.  
 
The Board of Retirement most recently awarded STAR COLA benefits for Program Years 
2024 and 2023, making those awards on a permanent basis. Between Program Year 2009 
and 2022, COLA Accumulation accounts increased in some years but did not exceed the 
20% threshold amount, so STAR COLA benefits were not available for retirees during that 
period.  
 
In February 2024, the Board of Retirement approved the annual statutory 2024 COLA (April 
1st COLA). Subsequently, staff reviewed the COLA Accumulation account balances and 
determined that for Program Year 2025, there is STAR Program award eligibility for 
qualifying retirees, subject to Board approval. 
 
Milliman’s Report 
 

The Government Code requires that LACERA’s consulting actuary, Milliman, provide an 
analysis which includes the cost of funding the STAR COLA Program award. Milliman’s 
report, which is included as Attachment I, provides a detailed analysis of the STAR COLA 
and should be considered in conjunction with this memo. This memo, prepared by LACERA 
staff, is meant to provide an overview of the STAR COLA Program history and a 
recommendation for Board of Retirement action. 
 
LEGAL ANALYSIS 
 
As discussed in detail later in this memo, Government Code Section 31874.3 allows 
LACERA to provide ad-hoc or permanent STAR Program benefits that, according to the 
terms of the Program, protect the purchasing power of retirement benefits. The Board of 
Retirement is not required to approve STAR benefits, even when the required loss of 
purchasing power has occurred; the decision is at the discretion of the Board. 
 
Pursuant to Government Code Section 7507, a local agency such as LACERA’s Board of 
Retirement, when considering changes in retirement benefits, such as providing ad-hoc or 
permanent STAR Program benefits, and before such changes are authorized, must engage 
an enrolled actuary to provide a statement of actuarial impact upon future annual costs and 
any additional accrued liability. Section 7507 also requires that a decision to provide either 
ad-hoc or permanent STAR Program benefits in 2025 can be made only if the future annual 
cost of the benefit, as determined by an enrolled actuary, is disclosed at a public meeting at 
least two weeks prior to the adoption of the benefit increase. Further, Government Code 
Section 31874.3(c) provides that, before the Board of Retirement approves permanent 
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STAR benefits, the cost of the benefits must be determined by a qualified actuary and the 
Board shall, with the actuary’s advice, provide for full funding of the benefits. The required 
actuarial cost analysis under Sections 7507 and 31874.3 was prepared by Milliman and 
documented in their letter, provided as Attachment I. The cost analysis results are 
summarized in this memo. 
 
DISCUSSION 
 
COLA 
 

Sections 31870 and 31870.1 of the Government Code provide for a maximum annual COLA 
to be applied to retirement allowances, optional death allowances, or annual death 
allowances payable to or on account of any member. COLA maximum increases are 3.0% 
for Plan A retirees and survivors; 2.0% for Legacy Plans B, C, and D and PEPRA Plans C 
and G; and up to 2.0% for certain Plan E retirees and survivors2. These Government Code 
sections also provide for an accumulation of the annual percentage difference between the 
consumer price index (CPI) for the Los Angeles-Long Beach-Anaheim area and the 
maximum cost-of-living increase allowed for each retirement Plan. The accumulated 
percentage carryover is known as the COLA Accumulation or COLA Bank. 
 
COLA Accumulation 
 

The CPI percentage change from January through December for the prior calendar year is 
compared to the maximum allowable cost-of-living percentage increase payable to retired 
LACERA members under Sections 31870 and 31870.1. In years where the change in CPI 
is greater than the maximum COLA increase, the difference between these two percentages 
is accumulated annually for each retiree based upon retirement date. In years where the 
change in CPI is less than the maximum COLA increase, the actual COLA awarded may be 
increased above the CPI amount, up to the maximum COLA increase, with a corresponding 
reduction in the COLA Bank account. The accumulation of differences from each year 
reflects how much purchasing power has been lost from a retiree’s original retirement 
benefit. By law, the Board of Retirement may provide STAR COLA Program increases once 
the COLA Bank accounts have exceeded a 20% balance. Attachment III illustrates how 
additions and deductions are made to the COLA Accumulation balances. 
 
STAR COLA Program 
 

The Board of Retirement initiated the STAR COLA Program in 1990 to restore members’ 
purchasing power that had been eroded by inflation in excess of the protection provided by 
the statutory COLA. Retirees and survivors in Legacy Plans A, B, C, D and PEPRA Plans C 
and G are eligible for STAR COLA Program benefits should their COLA Accumulation 
accounts exceed a 20% balance. Non-contributory members in Plan E are not eligible for 
STAR COLA Program benefits. 
 

 
2 Effective June 4, 2002, Plan E members and their survivors were eligible for COLA. The portion of the COLA 
percentage received by each Plan E member is a ratio of the member’s service credit earned on and after 
June 4, 2002 to total service credit. 



Re: 2025 STAR COLA Program Cost 
August 26, 2024 
Page 4 of 9 
 
 

 

STAR COLA Program Awards 
 

Beginning in 1990 and through 2000, the STAR Program existed as an ad-hoc benefit 
designed to provide contributory plan members protection against rising inflation beyond the 
protection provided by the statutory COLA, and successfully restored LACERA retiree 
purchasing power to the then maximum allowable 75% level.  
 
On September 4, 2000, the California Governor signed into law a provision, Government 
Code Section 31874.3, allowing the Board of Retirement to raise the purchasing power 
protection to a maximum of 80% and allowed the ability to make permanent the STAR COLA 
Program benefits using excess earnings3. This change provided the Board of Retirement 
with the flexibility to continue the STAR Program as an ad-hoc benefit or the opportunity to 
make permanent the STAR COLA benefits using excess earnings. Now and in future years, 
the Board of Retirement will be required to adopt ad-hoc benefits on an annual basis if the 
Board wishes to continue the benefits without making them a permanent addition to a retired 
member’s retirement allowance, while the permanent approach for a given Program Year 
will require no further Board action. 
 
Purchasing Power Example Calculation 
 

The retirement benefit has decreased below 80% of its original purchasing power when the 
COLA Accumulation accounts exceed the 20% threshold. For example, a 21.5% COLA 
Accumulation balance means that the member has 78.5% of the purchasing power 
compared to when the member retired (e.g., 100.0% - 21.5% = 78.5%). When the member’s 
purchasing power falls below 80.0%, the Board can award a STAR COLA to restore the 
purchasing power to an 80.0% level (e.g., 78.5% + 1.5% = 80.0%). 
 
STAR COLA History 
 

On October 9, 2008, the Board of Retirement made permanent the 2009 STAR COLA 
benefits at an 80% level as authorized in CERL and had already made STAR Program 
benefits permanent for prior years. 
 
Actual increases in the CPI for STAR Program Years 2010 through 2022 resulted in COLA 
Accumulation accounts remaining below the 20% threshold for providing STAR Program 
benefits. As such, no STAR COLA benefits were provided from 2010 through 2022. During 
these years, the Board of Retirement approved annual statutory COLAs below or at the 
retirement plan maximums, providing some protection against diminished purchasing power. 
 
In 2017-2019 and 2021-2023, CPI increases have exceeded the maximum allowable 
statutory COLA, causing increases in the COLA Accumulation accounts. However, the 
ending COLA Accumulation account balances remained at less than 20% until Program 
Years 2023, 2024, and 2025. 

 
3 Excess Earnings are actual cash earnings from the investment portfolio earned during the previous year that 
remain unspent after paying for costs to administer the system, costs to invest the portfolio, paying interest to 
the member and employer accounts, and satisfying the 1% contingency reserve requirement in Government 
Code Sections 31592 and 31592.2. 
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The chart below summarizes the STAR COLA history. Please note that not all retirees in all 
plans received a STAR COLA award each year; STAR COLA is only awarded to retirees 
where the COLA Accumulation account exceeds a 20% balance. Since its inception, the 
Board of Retirement has granted and funded STAR COLA Program awards as they became 
available. 

STAR COLA Awards 
Program 

Year 
Eligibility for 

STAR 
BOR 

Award Permanent Maximum 
Level 

1990-2000 Yes Yes Yes* 75% 
2001-2004 Yes Yes Yes 80% 

2005 No N/A N/A 80% 
2006-2009 Yes Yes Yes 80% 
2010-2022 No N/A N/A 80% 

2023 Yes Yes Yes 80% 
2024 Yes Yes Yes 80% 
2025 Yes TBD TBD 80% 

* Beginning in 2001, all prior STAR COLA awards became permanent prospectively.

Program Year 2025 

The 2023 CPI increase exceeded the maximum allowable COLA, causing some retiree 
COLA Accumulation account balances to exceed 20% after the April 2024 statutory COLA 
award. This results in a potential STAR COLA for STAR Program Year 2025. Attachment II 
identifies the Accumulation balances for retiree groups who have experienced diminished 
purchasing power making them eligible for the STAR COLA award. Only members in 
General Plans B, C, and D and Safety Plan B who retired between April 1, 1977 to March 
31, 1992 are eligible for STAR Program benefits this year. Currently, no other retired 
members or survivors are eligible as their COLA Accumulation account balances do not 
exceed 20%. 

Since the Board previously granted STAR Program benefits on a permanent basis, all 
retirees and their eligible survivors currently receiving STAR COLA awards for Program Year 
2024 and prior years continue receiving those benefits without further action by the Board. 

STAR COLA Method: Ad-Hoc or Permanent 

Government Code provisions allow the Board of Retirement to award additional benefits to 
address the inflation experienced by retirees using one of the following approaches: 

Ad-Hoc STAR COLA 

Provide an ad-hoc 2025 STAR Program benefit for those contributory plan members 
whose purchasing power has fallen below 80% due to inflation, thus providing a 
temporary benefit for the 2025 calendar year. Ad-hoc benefits are awarded on a calendar 
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year basis. Staff will prepare a memo and the Board of Retirement must approve these 
benefits annually if these benefits are to be paid in future years. Ad-hoc STAR Program 
benefits are not included in the calculation of future statutory COLA awards. 

Permanent STAR COLA 

Make permanent the 2025 STAR Program for those contributory plan members whose 
purchasing power has fallen below 80% due to inflation. While this protects those retirees 
and survivors who have already lost 20% of their purchasing power, it also ensures that 
the STAR COLA benefit is part of the member’s retirement allowance and is payable for 
life. The permanent STAR Program benefit becomes part of the base allowance upon 
which future annual statutory COLA increases are calculated. Permanent benefits do not 
require Board of Retirement approval in subsequent years. 

2025 STAR COLA Program Cost Analysis 

LACERA’s consulting actuary, Milliman, provided their letter dated August 26, 2024, which 
is included as Attachment I. Milliman’s letter provides actuarial cost and funding information 
for LACERA’s STAR COLA Program and should be read in conjunction with this memo. 
Attachments to Milliman’s letter include costs for the 2025 Program Year and projections in 
anticipation of future STAR COLA awards that have not yet occurred. The table below 
provides the cost for Program Year 2025 as calculated by Milliman using both the ad-hoc 
and the permanent benefit approaches. 

STAR COLA Program Cost 

2025 Annual Cost Lifetime Cost 

Ad-hoc Benefit: STAR Program at 80% $154,000 

Permanent Benefit: STAR Program at 80% $1,595,000 

Should the Board of Retirement decide to approve the permanent STAR COLA Program 
award, it will provide a greater cost-of-living benefit to members. The permanent STAR 
Program is more valuable to the affected members than the ad-hoc STAR Program since 
the permanent approach provides an everlasting benefit (as long as member or survivor is 
alive) and is also included in the base allowance used to calculate the statutory annual COLA 
benefit in future years. 

Meaning of “Permanent STAR Program” 

California Government Code Section 31874.3(c) allows the Board of Retirement to make 
permanent the STAR COLA benefit for the eligible retirees and survivors. In other words, 
awarding the STAR Program benefit on a permanent basis means increasing the member’s 
benefit continuously and reducing the accumulation account for amounts that exceeds the 
20% threshold. The value of the permanent STAR COLA to be provided, as calculated by 
the actuary, cannot exceed the value of excess earnings accumulated in the STAR Reserve 
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because the benefits must be prefunded under the statute. The current value of the STAR 
Reserve is sufficient to pay for either the ad-hoc or permanent 2025 STAR COLA Program. 
If the Board of Retirement adopts the permanent 2025 STAR COLA, all of the current 
estimated 426 retirees and survivors eligible to participate in the 2025 STAR Program will 
have their 2025 STAR Program benefit added to their base allowance and their COLA 
Accumulation balance will be reduced to 20%. The Board of Retirement made permanent 
STAR Program benefits for 2001 through 2004, 2006 through 2009, 2023 and 2024. In those 
Program Years, STAR benefits were permanently added to the participant’s base allowance 
and the respective COLA Accumulations were set to 20%. No members were eligible for a 
STAR benefit in 2005 and 2010 through 2022. 
 
Future increases in the CPI that exceed COLA plan maximums and cause the member’s 
COLA Accumulation to exceed 20% will require Board action to make permanent such future 
increases and be contingent upon the availability of the STAR Program Reserve to fund the 
benefit increase. At this time, the Board of Retirement may only make permanent the current 
level of benefits payable to eligible 2025 STAR Program participants. Staff will present 
potential future STAR Program awards to the Board of Retirement which will require Board 
action in future years. 
 
Funding the 2025 Program 
 

The STAR Program’s funding is derived from excess earnings as determined by LACERA’s 
Board of Investments. During the period 1994 through 1998, the Retirement System Funding 
Agreement required the Board of Investments to allocate all excess earnings using a 75%-
25% allocation formula between the Employer Reserve and the STAR Reserve, 
respectively. Under this agreement the STAR Program received funding and has a balance 
of approximately $608.6 million for the fiscal year ended June 30, 2024. The STAR Program 
Reserve balance is sufficient to fund the $1.595 million needed to make permanent the 2025 
STAR Program at the 80% benefit level for all future periods. Should the Board award a 
permanent STAR COLA, this amount will be transferred to the Employer Reserve to pay 
2025 STAR COLA Program benefits leaving a balance of approximately $607 million in the 
STAR Reserve. 
 
If the Board approves an ad-hoc STAR Program award at a cost of $0.154 million, the STAR 
Reserve balance is sufficient to fund this benefit for calendar year 2025. 
 
STAR Reserve History 
 

Beginning in 1990 when the Funding Policy first established the STAR Reserve, excess 
earnings were used to increase the STAR Reserve balance, while over time STAR COLA 
awards caused decreases in the STAR Reserve. The Funding Policy prescribes the semi-
annual interest credit process where realized earnings are measured for the six-month 
period, and interest credits are applied to the Employee and Employer Reserves. Per the 
Funding Policy, the STAR Reserve is not eligible to receive an interest credit allocation. 
 
Pension fund reserves is an accounting concept that shows how the fund’s net position can 
be divided among various categories including employees, employers, and other 
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classifications designated for specific use. LACERA assets, including balances in the STAR 
Reserve and the Employer and Employee Reserves, are part of LACERA’s investment 
portfolio which produces investment income. The STAR Reserve balance was $154 million 
in 1990, increased to $1.023 billion in 1999 due to excess earning contributions, and from 
that time, has been reduced by STAR COLA benefits to a balance of $608.6 million as of 
June 30, 2024. 

Public Notice Requirement 

Government Code Sections 7507 and 31874.3 require the Board of Retirement to secure 
the services of an enrolled actuary to provide a statement of the actuarial impact upon the 
future annual plan costs. Section 7507 also requires that the actuarial cost information be 
presented at a public meeting at least two weeks prior to authorizing a benefit increase. The 
letter from LACERA’s consulting actuary, Milliman, has been prepared and included as 
Attachment I to satisfy this requirement. On page 2, Milliman’s letter states that these 
potential cost increases represent less than 0.50% of the Future Annual Costs as defined in 
California Government Code Section 7507. 

Conclusion 

The CPI increase in 2023 has caused COLA Accumulation accounts for some members to 
exceed the 20% threshold. These members have experienced a decline in purchasing power 
of their monthly retirement allowance which permits the Board of Retirement to authorize a 
STAR COLA award beginning January 1, 2025 for eligible retirees. The Board of Retirement 
has the option of granting the STAR benefit on a year-to-year basis using the ad-hoc 
methodology or by choosing the permanent option which makes the additional benefit a 
perpetual part of the members’ retirement benefit. 

It is therefore recommended, that the Board of Retirement make public at its meeting on 
September 4, 2024 the cost of the ad-hoc and permanent STAR COLA Program in 2025 at 
an 80% benefit level. The projected cost for the ad-hoc STAR COLA Program is $154,000, 
while the cost for the 2025 permanent STAR COLA Program is $1,595,000 as determined 
by Milliman, LACERA’s consulting actuary. In addition, the Board of Retirement should direct 
staff to place this item on the Board of Retirement’s October agenda to decide at that time 
whether or not to award a STAR COLA for Program Year 2025, and if awarded, determine 
whether the STAR COLA benefits will be ad-hoc or permanent. 

Attachments 

I.  Milliman’s STAR COLA for 2025 letter dated August 26, 2024
II. STAR COLA Accumulation Chart as of January 1, 2025
III. STAR COLA Program – Calculation Illustration
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1301 Fifth Avenue 
Suite 3800 
Seattle, WA 98101-2605 
USA 

Tel +1 206 624 7940 

milliman.com 

August 26, 2024 

Board of Retirement 
Los Angeles County Employees Retirement Association 
300 North Lake Avenue, Suite 820 
Pasadena, CA 91101-4199 

Re: STAR COLA for 2025 

Dear Trustees of the Board: 

As requested, we have valued the Supplemental Target Adjustment for Retirees (STAR) COLA 
program as of January 1, 2025. As of April 2024, Accumulation Accounts are greater than 20% 
(the threshold for providing STAR benefits) for retirees in General Plans B, C, and D and Safety 
Plan B who retired on or before March 31, 1992. These retirees are therefore eligible for a 
STAR COLA in 2025, upon Board of Retirement (Board) approval. 

The values shown in the following table assume that the Board approves the STAR COLA for 
2025 only, on an ad-hoc or a permanent basis, and do not reflect any additional STAR benefits 
that may be granted in the future. The STAR COLA will be an amount sufficient to restore 
retirement benefits to 80% of their original purchasing power for those retirees whose benefits 
currently have less than 80% of their original purchasing power. (80% of the original purchasing 
power is determined as an Accumulation Account value equaling 20%.)  

STAR COLA 
(effective January 1, 2025) 

2025 Payment / Transfer 
from STAR Reserve 

Ad-Hoc Increase Payment $ 154,000 

Permanent Increase Transfer $ 1,595,000 

The ad-hoc STAR COLA, as defined in Subsection 31874.3(b), is a temporary benefit provided 
for one year only and is not part of the member’s retirement allowance. Future statutory COLA 
increases would not apply to this benefit because it is not part of the member’s retirement 
allowance. To continue the ad-hoc STAR COLA payments for any future year the Board must 
approve it on an annual basis. 

Making the STAR COLA permanent under Subsection 31874.3(c) means that it becomes a 
permanent component of the member’s retirement allowance and cannot be revoked in the 
future. Once a STAR COLA has been made permanent, it continues for the life of the member 
(and the beneficiary, if applicable). As any permanent STAR COLA increases become part of 
the member’s retirement allowance, these payments are eligible for future statutory COLA 
increases. 
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Under Subsection 31874.3(c), the Board can only make a STAR COLA increase permanent up 
to the amount determined at the time the action is approved. Therefore, the projected future 
STAR COLA increases effective January 1, 2025 and later, as shown in the exhibit at the end of 
this letter, are for informational purposes only and cannot be made permanent at this time. 

The adoption of the 2025 STAR COLA will not cause a change in either the employer 
contribution rate, funded ratio, or the Unfunded Actuarial Accrued Liability (UAAL) provided that 
the specified amount is transferred from the STAR Reserve to the Employer Reserve, 
consistent with whether the Board of Retirement adopts the ad-hoc or permanent STAR COLA 
approach. The Actuarial Accrued Liability (AAL) will increase by less than 0.01% because of the 
adoption of the 2025 STAR COLA. We believe these potential cost increases are less than 
0.50% of the Future Annual Costs defined in California Government Code Section 7507. 

In the attachment to this letter, we have provided 10-year projections of estimated STAR COLA 
increases and transfers under the ad-hoc and permanent increase options. These attachments 
also show the estimated number of retirees and survivors projected to be eligible for a STAR 
COLA benefit in each future year. 

STAR COLA and the Accumulation Account 
Under the STAR COLA, each retiree and beneficiary in Legacy Plans A, B, C, and-D and 
PEPRA Plans C and G whose benefit has lost more than 20% of its value is eligible to receive, 
upon Board approval, an increased benefit payment effective January 1 of the following year. 
Retirees and beneficiaries in Legacy Plan E are not eligible for the STAR COLA. 

The loss of value is measured by the Accumulation Account which is calculated each year by 
LACERA staff by adjusting the prior year’s Accumulation Account by the difference between the 
actual COLA granted and the prior year’s inflation as measured by the Los Angeles-Long 
Beach-Anaheim, CA Consumer Price Index – All Urban Consumers. 

For December 2022 to December 2023, the increase in CPI was 3.5%. Since the increase in 
CPI is greater than the maximum statutory COLA of 3.0% for Plan A and 2.0% for all other 
plans, all retirees had an increase in their Accumulation Account in 2024. The following table 
shows the groups of STAR COLA eligible retirees that have an Accumulation Account balance 
greater than 20% after application of the 2023 CPI increase and payment of the 2024 statutory 
COLA, as well as the STAR COLA they are eligible for if it is approved by the Board. There are 
no retirees of Legacy Plans A or PEPRA Plans C and G that are eligible for a STAR COLA at 
this time. 

Retirement Dates 
(Legacy Plans B, C, and D) Accumulation Account 2025 STAR COLA 
On or before March 31, 1991 21.5% 1.5% 

April 1, 1991 to March 31, 1992 20.3% 0.3% 
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As an example of how the STAR COLA works, consider a General Plan D member who retired 
in March of 1991. As of April 2023 this member had an Accumulation Account of 22.9%. This 
member received a STAR COLA of 2.9% in January of 2024 which reduced their Accumulation 
Account to 20.0% (because the 2024 STAR COLA was adopted as a permanent addition by the 
Board of Retirement). In addition, they received the statutory 2.0% COLA in April of 2024. Since 
the statutory COLA given was less than the CPI of 3.5%, the difference of 1.5% is added to their 
Accumulation Account, resulting in a new value of 21.5% as of April 2024. Since this member’s 
benefit has lost more than 20% of its original value (i.e., the Accumulation Account is greater 
than 20.0%), they are eligible for a STAR COLA benefit in 2025. Accordingly, if a STAR COLA 
is adopted effective January 1, 2025, this member will receive a STAR COLA increase equal to 
1.5% of their current retirement allowance. 

The member’s Accumulation Account will remain at 21.5% unless a permanent STAR COLA is 
approved, in which case it is adjusted back to 20.0% to reflect the permanent increase in the 
member’s retirement allowance. 

Funding 
If the permanent STAR COLA is approved under Subsection 31874.3(c), it is required to be 
prefunded to provide for the increase in future benefit payments. The present value of the 2025 
permanent STAR COLA increase is $1,595,000. Therefore, under the permanent increase 
scenario, this amount would be transferred from the STAR Reserve to the Employer Reserve. 
After adoption of the 2024 STAR COLA as a permanent increase to members’ retirement 
allowances, the STAR Reserve is approximately $608.6 million; therefore, the current STAR 
Reserve has a sufficient balance to facilitate this transfer. 

The ad-hoc 2025 STAR COLA increase is estimated to cost $154,000. If this option is approved, 
we anticipate this amount will be paid from the STAR Reserve. 

Since the STAR Reserve is not included in the Valuation Assets, the adoption of the 2025 STAR 
COLA will not cause a change in either the employer contribution rate or the funded ratio, 
provided that the specified amount is transferred from the STAR Reserve to the Employer 
Reserve, consistent with whether the Board of Retirement adopts the ad-hoc or permanent 
STAR COLA approach. 

Projections 
We have also attached projections for future STAR COLA increases assuming continued 
application of the program. These projections are for informational purposes only. For these 
projections, we have assumed the continued approval of the STAR COLA program by the Board 
each year at the 80% level, under the following two scenarios: 

 2.75% annual increases in the CPI (the valuation assumption) for 2024 and all future
years, and

 3.5% annual increase in the CPI in 2024, followed by annual CPI increases of 2.75%.
This scenario reflects that actual inflation has materially exceeded the assumption in the
through July 31, 2024 (on an annualized basis). The 3.5% is equal to the prior year’s
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inflation and provides an estimate of the potential impact of higher-than-assumed 
inflation on future STAR COLA benefits, although the actual 2024 inflation is likely to be 
different. 

The attachments show both the expected annual benefits under the ad-hoc approach and the 
estimated transfer amounts to fund the STAR COLA each year under the permanent approach. 
The projected benefit payments paid to members each year under the permanent approach is 
not shown but would be slightly higher than the ad-hoc increases, due to the future statutory 
COLA increases being applied to the STAR COLA payment under the permanent approach. 
The transfer amounts are expected to be made from the STAR Reserve to the Employer 
Reserve as of the December 31 prior to the calendar year of the STAR COLA increase. These 
attachments also show the estimated number of retirees and survivors projected to be eligible 
for a STAR COLA benefit in each future year. The projected number of eligible retirees and 
survivors is the same under the ad-hoc or permanent approach.  

Data, assumptions, and methods 
The COLA Accumulation Accounts are as of April 1, 2024 and any 2025 STAR COLA increases 
are assumed to be effective as of January 1, 2025. We have assumed that no interest will be 
credited to the STAR Reserve consistent with LACERA’s interest crediting procedures. 

Certification 
Except as noted elsewhere in this report, all data, methods and assumptions are the same as 
described and used in the June 30, 2023 actuarial valuation report. In preparing this report, we 
relied, without audit, on information (some oral and some in writing) supplied by LACERA’s staff. 
This information includes, but is not limited to, statutory provisions, employee data, and financial 
information. In our examination of these data, we have found them to be reasonably consistent 
and comparable with data used for other purposes. Since the valuation results are dependent 
on the integrity of the data supplied, the results can be expected to differ if the underlying data is 
incomplete or missing. It should be noted that if any data or other information is inaccurate or 
incomplete, our calculations may need to be revised. 

Actuarial computations presented in this report are for purposes of estimating expected benefit 
payments and funding amounts under the LACERA STAR COLA program. These calculations 
have been made on a basis consistent with our understanding of that program. Determinations 
for purposes other than described may be significantly different from the results contained in this 
report. Accordingly, additional determinations may be needed for other purposes. These results 
were developed using models intended for actuarial valuations that use standard actuarial 
techniques. 

Future actuarial measurements may differ significantly from the current measurements 
presented in this report due to such factors as the following: plan experience differing from that 
anticipated by the economic or demographic assumptions; changes in economic or 
demographic assumptions; increases or decreases expected as part of the natural operation of 
the methodology used for these measurements (such as the end of an amortization period or 
additional cost or contribution requirements based on the Plan's funded status); and changes in 
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plan provisions or applicable law. Due to the limited scope of our assignment, we did not 
perform an analysis of the potential range of future measurements. 

The calculations included in this report are subject to the same risk factors as discussed in the 
June 30, 2023 actuarial valuation and in the Risk Assessment report based on the 
June 30, 2023 actuarial valuation. Please refer to those reports for a detailed descriptions of the 
primary risks to LACERA. 

Milliman’s work is prepared solely for the internal business use of LACERA. To the extent that 
Milliman's work is not subject to disclosure under applicable public records laws, Milliman’s work 
may not be provided to third parties without Milliman's prior written consent. Milliman does not 
intend to benefit or create a legal duty to any third-party recipient of its work product. Milliman’s 
consent to release its work product to any third party may be conditioned on the third party 
signing a Release, subject to the following exceptions: 

(a) LACERA may provide a copy of Milliman’s work, in its entirety, to LACERA's
professional service advisors who are subject to a duty of confidentiality and who agree
to not use Milliman’s work for any purpose other than to benefit LACERA.

(b) LACERA may provide a copy of Milliman’s work, in its entirety, to other governmental
entities, as required by law.

No third-party recipient of Milliman's work product should rely upon Milliman's work product. 
Such recipients should engage qualified professionals for advice appropriate to their own 
specific needs. 

The consultants who worked on this assignment are retirement actuaries. Milliman’s advice is 
not intended to be a substitute for qualified legal, investment, or accounting counsel. 

The signing actuaries are independent of the plan sponsors. We are not aware of any 
relationship that would impair the objectivity of our work. 

On the basis of the foregoing, we hereby certify that, to the best of our knowledge and belief, 
this report is complete and accurate and has been prepared in accordance with generally 
recognized and accepted actuarial principles and practices which are consistent with the 
principles prescribed by the Actuarial Standards Board and the Code of Professional Conduct 
and Qualification Standards for Actuaries Issuing Statements of Actuarial Opinion in the United 
States, published by the American Academy of Actuaries. We are members of the American 
Academy of Actuaries and meet the Qualification Standards to render the actuarial opinion 
contained herein. 
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If you have any further questions regarding this report, please let us know. 

Sincerely, 

Nick Collier, ASA, EA, MAAA Craig Glyde, ASA, EA, MAAA 
Consulting Actuary Consulting Actuary 
NC/CG/va 
Attachments 
cc: Ted Granger 

Claro Lanting 
Ervin Wu 
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LACERA
10-year projection of STAR COLA Benefits

STAR COLA approved each year
to restore benefit to 80% of original value

(Actual 2024 CPI increase is 2.75%)

Calendar 
Year CPI

Count of 
Eligible 

Retirees & 
Survivors Ad-hoc Increase

Permanent 
Increase 
Transfers

2024 2.75%
2025 2.75% 426 154,000$         1,595,000$       
2026 2.75% 2,170 494,000 3,645,000
2027 2.75% 2,083 1,036,000 5,787,000
2028 2.75% 1,996 1,567,000 5,668,000
2029 2.75% 2,551 2,257,000 7,206,000
2030 2.75% 2,438 2,955,000 7,290,000
2031 2.75% 3,196 3,784,000 8,510,000
2032 2.75% 3,045 4,714,000 9,438,000
2033 2.75% 2,894 5,598,000 9,132,000
2034 2.75% 3,239 6,496,000 9,337,000

1. Estimate based on June 30, 2023 valuation
2. Actual results will vary
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LACERA
10-year projection of STAR COLA Benefits

STAR COLA approved each year
to restore benefit to 80% of original value

(Actual 2024 CPI increase is 3.50%)

Calendar 
Year CPI

Count of 
Eligible 

Retirees & 
Survivors Ad-hoc Increase

Permanent 
Increase 
Transfers

2024 3.50%
2025 2.75% 426 154,000$         1,595,000$       
2026 2.75% 2,170 1,048,000 9,373,000
2027 2.75% 2,083 1,587,000 5,721,000
2028 2.75% 2,666 2,291,000 7,294,000
2029 2.75% 2,551 3,004,000 7,392,000
2030 2.75% 3,344 3,854,000 8,656,000
2031 2.75% 3,196 4,811,000 9,627,000
2032 2.75% 3,045 5,725,000 9,331,000
2033 2.75% 3,412 6,656,000 9,564,000
2034 2.75% 3,239 7,658,000 10,249,000

1. Estimate based on June 30, 2023 valuation
2. Actual results will vary

Attachment I



Attachment II 
Page 1 of 1 

STAR COLA Accumulation Chart 
Percentages as of January 1, 2025 

General Plans B, C, D and Safety Plan B 
COLA % STAR Benefit COLA % 

Retirement Date Accumulation Adjustment Accumulation 
April 1, 2024 2025 January 1, 2025 

Before 4/1/77     - -        -  
4/1/1977 - 3/31/1978 21.5 (1.5) 20.0 
4/1/1978 - 3/31/1979 21.5 (1.5) 20.0 
4/1/1979 - 3/31/1980 21.5 (1.5) 20.0 
4/1/1980 - 3/31/1981 21.5 (1.5) 20.0 
4/1/1981 - 3/31/1982 21.5 (1.5) 20.0 
4/1/1982 - 3/31/1983 21.5 (1.5) 20.0 
4/1/1983 - 3/31/1984 21.5 (1.5) 20.0 
4/1/1984 - 3/31/1985 21.5 (1.5) 20.0 
4/1/1985 - 3/31/1986 21.5 (1.5) 20.0 
4/1/1986 - 3/31/1987 21.5 (1.5) 20.0 
4/1/1987 - 3/31/1988 21.5 (1.5) 20.0 
4/1/1988 - 3/31/1989 21.5 (1.5) 20.0 
4/1/1989 - 3/31/1990 21.5 (1.5) 20.0 
4/1/1990 - 3/31/1991 21.5 (1.5) 20.0 
4/1/1991 - 3/31/1992 20.3 (0.3) 20.0 
4/1/1992 - 3/31/1993 19.7 * 19.7 
4/1/1993 - 3/31/1994 19.7 * 19.7 
4/1/1994 - 3/31/1995 19.7 * 19.7 
4/1/1995 - 3/31/1996 19.7 * 19.7 
4/1/1996 - 3/31/1997 19.7 * 19.7 
4/1/1997 - 3/31/1998 19.7 * 19.7 
4/1/1998 - 3/31/1999 19.7 * 19.7 
4/1/1999 - 3/31/2000 19.7 * 19.7 
4/1/2000 - 3/31/2001 19.4 * 19.4 
4/1/2001 - 3/31/2002 17.7 * 17.7 
4/1/2002 - 3/31/2003 17.6 * 17.6 
4/1/2003 - 3/31/2004 15.9 * 15.9 
4/1/2004 - 3/31/2005 15.9 * 15.9 
4/1/2005 - 3/31/2006 13.5 * 13.5 
4/1/2006 - 3/31/2007 12.3 * 12.3 
4/1/2007 - 3/31/2008 12.3 * 12.3 
4/1/2008 - 3/31/2009 12.3 * 12.3 
4/1/2009 - 3/31/2010 12.3 * 12.3 
4/1/2010 - 3/31/2011 12.3 * 12.3 
4/1/2011 - 3/31/2012 12.3 * 12.3 
4/1/2012 - 3/31/2013 12.3 * 12.3 
4/1/2013 - 3/31/2014 12.3 * 12.3 
4/1/2014 - 3/31/2015 12.3 * 12.3 
4/1/2015 - 3/31/2016 12.3 * 12.3 
4/1/2016 - 3/31/2017 12.3 * 12.3 
4/1/2017 - 3/31/2018 12.3 * 12.3 
4/1/2018 - 3/31/2019 10.7 * 10.7 
4/1/2019 - 3/31/2020 9.5 * 9.5 
4/1/2020 - 3/31/2021 9.0 * 9.0 
4/1/2021 - 3/31/2022 9.0 * 9.0 
4/1/2022 - 3/31/2023 4.4 * 4.4 
4/1/2023 - 3/31/2024 1.5 * 1.5 

* Not eligible for STAR COLA increase in 2025
Note: Plan E members are not eligible for the STAR COLA Program benefits
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STAR COLA Program 
Calculation Illustration 

The illustration below is intended to show an example of how the annual CPI increase impacts 
the COLA Bank account resulting in the ability to award a STAR COLA.  

Section 1: Includes the 2023 COLA Bank balance before any changes are made in 2024. For 
this scenario, the CPI change is 3.5% while the Plan D maximum allowable COLA is 2.0%. The 
COLA award is applied with rounding (to the nearest 0.5%) at 3.5% for the 2024 April 1st COLA, 
while the Plan D COLA statutory maximum limits the final COLA amount to 2.0%. 

Section 2: The published CPI is used to determine the amount that is applied to the COLA Bank 
account, not the COLA Award rounding amount. However, the CPI change, and COLA Award 
rounding are the same in this cycle. For this example, the COLA Bank receives a +1.5% increase 
by deducting the maximum -2.0% COLA award from the original CPI change of 3.5%. 

Section 3: The COLA Bank account is reviewed and updated for the 2024 changes. The 
beginning balance of the COLA Bank is 22.9% and is first reduced by -2.9% for the 2024 STAR 
COLA awarded permanently last year in January 2024. In April 2024, after deducting the annual 
maximum -2.0% COLA award from the original CPI change of +3.5%, the remaining +1.5% 
amount of the CPI change increases the COLA Bank, resulting in a 21.5% COLA Bank balance 
available for the 2025 STAR COLA award. When the COLA Bank account exceeds 20%, a STAR 
COLA award can be considered by the Board of Retirement. 

Section 4: The COLA Bank balance of 21.5% is reviewed and the excess above the 20% balance 
is determined to be 1.5%. In this example, the 1.5% calculated is the possible STAR COLA award. 
Should the Board of Retirement approve the STAR COLA award, the COLA Bank account 
balance is reduced by 1.5% to 20% (if the STAR COLA is awarded on a permanent basis). If the 
Board award the STAR COLA on an ad-hoc basis, the COLA Bank account balance is not reduced 
and remains at a 21.5%. In future years, any additional amounts added to the Accumulation 
account which cause it to exceed the 20% level or are added onto the 21.5% balance, make this 
COLA Bank account eligible for another STAR COLA award. 

Section 5: Shows the impact on the COLA Bank balance if the STAR COLA award is granted by 
the Board of Retirement on an ad-hoc basis. In this example, COLA Bank account will remain at 
21.5%. For the next STAR Program year, this COLA Bank account will be eligible for a STAR 
COLA award and any additional amounts, due to increases in the CPI above the retirement plan 
maximums, will be added to the COLA Bank balance. 
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COLA Accumulation (Bank) Account 
STAR COLA Award  

SECTION 1 
COLA Bank 
End Balance 2024 COLA Award 2024 COLA Award 

2023 Rounding Plan Maximum 
Plan D 22.9% 3.5% 2.0% 

SECTION 2 2023 2024 COLA Award 2024 COLA Bank 
CPI Change Plan Maximum Increase 

CPI Review 3.5% -2.0% +1.5%

SECTION 3 COLA Bank 2024 STAR COLA COLA Bank 
Begin Balance 

2024 
Award 

January 2024 
Increase 

April 2024 
2024 COLA 
Bank Changes 22.9% -2.9% +1.5%

SECTION 4 
COLA Bank 

Begin Balance 2025 STAR COLA COLA Bank 
Option 1 2025 Award (Ad-Hoc) End Balance* 

21.5% 0.0% 21.5% 

SECTION 5 
COLA Bank 

Begin Balance 2025 STAR COLA COLA Bank 
Option 2 2025 Award (Permanent) End Balance** 

21.5% -1.5% 20.0% 

*This reduction in the COLA Bank balance will occur if the STAR COLA is awarded on an ad-hoc basis.
** No reduction in the COLA Bank balance will occur if the STAR COLA is awarded on a permanent basis.
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2025 STAR COLA 
Program
September 4, 2024
Board of Retirement Meeting
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Discussion Topics

• STAR COLA Award Method:
• Ad-Hoc
• Permanent

• STAR COLA Example
• General Plan D Member Award

• STAR Program Funding
• History
• 2025 Funding

Key Concepts
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STAR COLA Method01
Ad-Hoc or Permanent
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STAR COLA Method

Ad-Hoc STAR COLA

• Temporary benefit for the current calendar year

• Not included in the calculation of future statutory 
April 1st COLA awards

• COLA Accumulation account balance not reduced, 
remains at current level and future amounts are 
added

• Subject to Board of Retirement approval each year in 
future years

• Benefits paid from STAR COLA Reserve

Government Code1 provisions allow the Board of Retirment to award additional benefits
to address the inflation experienced by retirees using one of the following approaches:

Permanent STAR COLA

• Permanent benefit for the calendar year and future 
years

• STAR Benefit increases base allowance and is 
included in the calculation of future statutory April 1st 
COLA awards

• COLA Accumulation account balance is reduced to 
20% level

• Board of Retirement does not need to approve these 
benefits in future years

• Benefits funded by one-time transfer from STAR 
Reserve and paid from Employer Reserves1 Per Government Code Sections 31874.3 and 7507.
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STAR COLA Example02
Plan D Member Award
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1

STAR COLA Example

2

3

STEP

STEP

STEP

General Plan D Member
Retired in June 1989

April 1, 2023 Accumulation Account
Balance of 22.9%

January 1, 2024 STAR Benefit Adjustment (Permanent)
Accumulation Balance reduced from 22.9% to 20.0%
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4

STAR COLA Example

5

6

STEP

STEP

STEP

April 1, 2024, Statutory COLA for Plan D Members
CPI was 3.5% and Statutory COLA was 2.0%

Accumulation Account increased by 1.5%
Difference between CPI of 3.5% and Statutory COLA of 2.0%

Accumulation Account balance
22.9% (APR 2023) – 2.9% (2024 STAR COLA) + 1.5% (April 2024) = 21.5%
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7

STAR COLA Example

8

9

STEP

STEP

STEP

Accumulation Account Balance: 21.5% > 20.0%
Eligible for STAR COLA benefit in 2025

STAR COLA Award (upon BOR Approval)
Increase benefit 1.5%, effective January 1, 2025

Ad-Hoc Award – Paid for 2025 Only, Permanent Award – Paid for Lifetime

Accumulation Account Balance
Ad-Hoc Award – Remain at 21.5%, Permanent Award – Reduce to 20.0%
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STAR Program Funding03
History and 2025 Funding
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STAR Program Funding
History

Excess Earnings

• 1994 County issued Pension Obligation Bonds

• LACERA’s funded ratio exceeded 100% in subsequent 
years

• 1994 Retirement System Funding Policy required the 
Board of Investments to allocate all excess earnings:

• 75% to Employer Reserves (County Contribution 
Credit Reserve)

• 25% to STAR Reserve

STAR Reserve

• Highest balance in 1999 due to excess earnings 
contributions: $1.023 billion

• STAR benefits paid from STAR COLA Reserve for the 
1990-2009 and 2023-2024 Program Years

• Current balance as of June 30, 2024: $608.6 million

2025 STAR COLA Awards
• Ad-Hoc STAR Program cost: $0.154 million
• Permanent STAR Program cost: $1.595 million
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STAR Program Funding
2025 Funding

STAR Reserve

• STAR COLA Program cost paid from STAR Reserve
• Permanent award: amount transferred from 

STAR Reserve to the Employer Reserves
• Ad-Hoc award: benefits paid from STAR Reserve

• STAR Reserve:
• Balance not included in Valuation Assets
• STAR COLA benefits not yet approved are not 

included in liabilities1

• STAR COLA Award:
• Reduces STAR Reserve Balance
• No change to unfunded liability

1 The valuation liabilities do not account for STAR COLAs that may be 
granted in the future. STAR COLA benefits previously approved by the 
BOR are included in liabilities, offset by STAR Reserve asset transfers.

STAR Reserve Balance
(Dollars in Millions)

2023 Ending Balance $ 611.5

2024 STAR Award (Permanent) $ (2.9)

2024 Ending Balance $ 608.6

2025 STAR Award (Permanent)2 $ 1.595
2025 STAR Award (Ad-hoc)2 $ 0.154

2 Per Government Code Section 7507, costs must be calculated by an actuary 
and disclosed to the public prior to a decision to adopt the benefit increase.
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Questions?

Thank You!

2025 STAR COLA



 

 

FOR INFORMATION ONLY 

 
September 30, 2024 
 
TO:    Trustees,  
  Board of Investments 
 
FROM: Christine Roseland    
  Senior Staff Counsel 

FOR: October 2024 Board of Investments Meeting 

SUBJECT: Legal Projects  
 
Attached is the monthly report on the status of Board-directed investment-related projects 
handled by the Legal Division as of September 30, 2024. 
 
Attachment 
 
c: Santos H. Kreimann    
 Luis A. Lugo 

Jonathan Grabel 
Esmeralda Del Bosque 
Vache Mahseredjian     
Jude Perez 
Jim Rice 
Christopher Wagner 
Scott Zdrazil  
Steven Rice  
John Harrington 
Michael Brogan 
Avi Herescu 
Susan Wang 
Lisa Garcia 



Project/ Investment Description Amount

Board 
Approval

Or Report Out 
Date

Completion 
Status % Complete Notes

A
UD

IT

Cavanaugh Macdonald Consulting Consulting Agreement for 
Actuarial Auditing Services

$506,000 May 8, 2024 Completed 100% Completed.

Albourne America LLC First Amendment to Investment 
Consulting Services Agreement

$4,987,500 June 12, 2024 In Progress 75% Legal negotiations in process.

Aberdeen Asset Management Termination of Investment 
Management Agreement

N/A September 11, 2024 Completed 100% Completed.

Ashmore Investment Management Termination of Investment 
Management Agreement

N/A September 11, 2024 Completed 100% Completed.

EQ
UI

TIE
S CornerCap Investment Counsel, Inc Termination of Investment 

Management Agreement
N/A September 11, 2024 Completed 100% Completed.

Altor Climate Transition I (No. 1) AB Subscription $147,000,000 September 11, 2024 Completed 100% Completed.

Altor ACT Feeder LP (Co-Invest) Co-Investment $71,000,000 September 11, 2024 Completed 100% Completed.

ARDIAN Infrastructure Fund VI S S.C.S., 
SICAV-RAIF

Subscription $218,000,000 September 11, 2024 Completed 100% Completed.

ARDIAN Infra LA Co-Invest S.C.S. Co-Investment $109,000,000 September 11, 2024 Completed 100% Completed.

PO
RT

FO
LI

O
 A

N
A

LY
TIC

S State Street Bank and Trust Co. Global Custody and 
Commercial Banking Services 

Agreement for LACERA's 
Pension Plan and OPEB Master 

Trust

$72,000,000,000 August 10, 2022 In Progress 95% Legal negotiations in process.

*= This list does not include Real Estate separate account transactions, consents and amendments and other investment related legal work that arise during the life of an investment unless it is a BOI approved item or is otherwise reported out.

LACERA Legal Division
Board of Investments Projects

Monthly Status Report - Pending as of September 30, 2024*
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FOR INFORMATION ONLY 

 
 
September 24, 2024  
 
 
TO: Each Trustee 
  Board of Retirement 
  Board of Investments 
   
FROM: Barry W. Lew  

Legislative Affairs Officer 
 

FOR:  October 2, 2024 Board of Retirement Meeting 
 October 9, 2024 Board of Investments Meeting 
  
SUBJECT: Monthly Status Report on Legislation 
 
Attached is the monthly report on the status of legislation that staff is monitoring.  Bills 
from 2023 that were enacted or are dead are no longer being monitored. Bills on which 
LACERA has adopted a position are highlighted in yellow. 
 
 

Reviewed and Approved:   

 
____________________________________ 
Luis Lugo, Deputy Chief Executive Officer 

 
 
Attachments 
LACERA Legislative Report Index 
LACERA Legislative Report 
 
 
cc: Santos H. Kreimann    
 Luis Lugo    

JJ Popowich    
Laura Guglielmo   
Steven P. Rice    

 Jon Grabel 
 Scott Zdrazil 
 Anthony Roda, Williams & Jensen 
 Naomi Padron, MKP Government Relations 
 



LACERA Legislative Report
2023-24 Legislative Session

Status as of September 23, 2024

CATEGORY BILL AUTHOR TITLE BOR POSITION PAGE
BALLOT_INITIATIVES  6 Taxpayer Protection and Government Accountability Act Watch 31

BROWN_ACT AB 817 Blanca Pacheco (D) Open Meetings: Teleconferencing: Subsidiary Body 2
BROWN_ACT AB 2302 Dawn Addis (D) Open Meetings: Local Agencies: Teleconferences 9
BROWN_ACT AB 2350 Josh Hoover (R) Open Meetings: School Boards: Emergencies: Notification 11
BROWN_ACT AB 2715 Tasha Boerner (D) Ralph M. Brown Act: Closed Sessions 20
BROWN_ACT SB 537 Josh Becker (D) City or County of Los Angeles: Memorial 24

HEALTHCARE HR 957 Abigail A. Spanberger (D) Internal Revenue Code Retirement Plan Exclusion Watch 33

PUBLIC_EMPLOYMENT AB 2335 Tina McKinnor (D) Public Employment: Compensation and Classification 10
PUBLIC_EMPLOYMENT AB 2421 Evan Low (D) Employer-Employee Relations: Confidential Communication 13
PUBLIC_EMPLOYMENT AB 2455 Jesse Gabriel (D) Whistleblower Protection: State and Local Government 14
PUBLIC_EMPLOYMENT AB 2489 Christopher Ward (D) Local Agencies: Contracts for Special Services 16
PUBLIC_EMPLOYMENT AB 2557 Liz Ortega (D) Local Agencies: Contracts for Special Services 17
PUBLIC_EMPLOYMENT AB 2561 Tina McKinnor (D) Local Public Employees: Vacant Positions 18
PUBLIC_EMPLOYMENT SB 1379 Bill Dodd (D) Public Employees' Retirement Law: Reinstatement 29

PUBLIC_INVESTMENT SB 252 Lena A. Gonzalez (D) Public Retirement Systems: Fossil Fuels: Divestment 23

PUBLIC_RECORDS_ACT AB 2153 Josh Lowenthal (D) California Public Records Act: Public Agency Employees 5
PUBLIC_RECORDS_ACT SB 1034 Kelly Seyarto (R) California Public Records Act: State of Emergency 26
PUBLIC_RECORDS_ACT SB 1441 Ben Allen (D) Examination of Petitions: Time Limitations 30

PUBLIC_RETIREMENT AB 148 Budget State Employment: State Bargaining Units: Agreements 1
PUBLIC_RETIREMENT AB 1246 Stephanie Nguyen (D) Public Employees' Retirement 3
PUBLIC_RETIREMENT AB 1997 Tina McKinnor (D) Teachers' Retirement Law 4
PUBLIC_RETIREMENT AB 2183 Reginald B. Jones-Sawyer (D) Public Employees' Retirement Benefits: Compensation 6
PUBLIC_RETIREMENT AB 2284 Timothy S. Grayson (D) County Employees' Retirement: Compensation Oppose;Watch 7
PUBLIC_RETIREMENT AB 2301 Stephanie Nguyen (D) Sacramento Area Sewer District Pension Protection Act 8
PUBLIC_RETIREMENT AB 2362 Tom Lackey (R) County Fire Service Retirement Law: Report 12
PUBLIC_RETIREMENT AB 2474 Tom Lackey (R) Retirement: County Employees Retirement Law of 1937 Sponsor;Support 15
PUBLIC_RETIREMENT AB 2631 Mike Fong (D) Local Agencies: Ethics Training 19
PUBLIC_RETIREMENT AB 2770 Public Employment and Retirement Public Employees Retirement Support 21
PUBLIC_RETIREMENT AB 3025 Avelino Valencia (D) County Employees' Retirement: Disallowed Compensation Neutral 22
PUBLIC_RETIREMENT HR 5241 Gregory F. Murphy (R) Governmental Pension Plans Watch 35
PUBLIC_RETIREMENT SB 962 Steve Padilla (D) San Diego Unified Port District: Public Employee 25
PUBLIC_RETIREMENT SB 1240 Marie Alvarado-Gil (D) Public Employees Retirement System: Contracting 28

RETIREMENT_PERSONNEL SB 1189 Monique Limon (D) County Employees Retirement Law of 1937 27

SOCIAL_SECURITY HR 82 Garret Graves (R) Pension Offset and Windfall Elimination Repeal Support 32
SOCIAL_SECURITY HR 4260 Richard E. Neal (D) Equitable Social Security Formula Support 34
SOCIAL_SECURITY HR 5342 Jodey Cook Arrington (R) Windfall Elimination Provision Replacement Support 36
SOCIAL_SECURITY S 597 Sherrod Brown (D) Government Pension Offset Repeal Support 37
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FOR INFORMATION ONLY 

September 20, 2024 

TO: Each Trustee 
Board of Retirement 
Board of Investments 

FROM: Ted Granger  
Chief Financial Officer 

FOR: October 2, 2024 Board of Retirement Meeting 
October 9, 2024 Board of Investments Meeting 

SUBJECT:    MONTHLY TRUSTEE TRAVEL & EDUCATION REPORT – AUGUST 2024 

Attached for your review is the monthly Trustee Travel & Education Report. This report 
includes all events (i.e., attended and canceled) from the beginning of the fiscal year 
through August 2024.  

Trustees attend monthly Board and Committee meetings at LACERA’s office which are 
considered administrative meetings per the Trustee Travel Policy. In order to streamline 
report volume and information, these regular meetings are excluded from the monthly 
travel reports but are included in the quarterly travel expenditure reports.  

Staff travel and education expenditure reports are provided to the Chief Executive Officer 
monthly and to the Boards quarterly.  

REVIEWED AND APPROVED: 

___________________________________  
Santos H. Kreimann 
Chief Executive Officer 

TG/EW/SC/SE/gj 

Attachments 

c: L. Lugo
J. Popowich
L. Guglielmo
 J. Grabel
S. Rice
R. Contreras



TRUSTEE TRAVEL AND EDUCATION REPORT

FOR FISCAL YEAR 2024 - 2025

AUGUST 2024

Attendee Purpose of Travel - Location Event Dates Travel Status

Nancy Durazo
V - Edu - Southern New Hampshire University: Principles of Finance & Public

Fiscal Management Weekly Course - VIRTUAL
07/01/2024 - 08/25/2024 Attended

Mike Gatto
A 1 Edu - 2024 SACRS UC Berkeley Public Pension Investment Management 

Program - Berkeley CA
07/14/2024 - 07/17/2024 Attended

B - Edu - 2024 The Investment Diversity Exchange (TIDE) Spark  - Laguna
Niguel CA

07/10/2024 - 07/11/2024 Attended

Elizabeth Ginsberg
B - Edu - Pathways for Women Conference 2024 - Anaheim CA 08/26/2024 - 08/27/2024 Attended

Vivian Gray
A 1 Edu - 2024 Koried Global Summit: What Matters Now in 2024: Trends and 

Insights for Tomorrow - Coral Gables FL
07/17/2024 - 07/19/2024 Attended

Patrick Jones
B - Edu - 2024 The Investment Diversity Exchange (TIDE) Spark  - Laguna

Niguel CA
07/10/2024 - 07/11/2024 Attended

Debbie Martin
A 1 Edu - Harvard Business School Executive Education Program: Audit 

Committees in a New Era of Governance - Boston MA
07/17/2024 - 07/19/2024 Attended

Nicole Mi
A 1 Edu - Harvard Business School Executive Education Program: Audit 

Committees in a New Era of Governance - Boston MA
07/17/2024 - 07/19/2024 Attended

B - Edu - 2024 The Investment Diversity Exchange (TIDE) Spark  - Laguna
Niguel CA

07/10/2024 - 07/11/2024 Attended

- Edu - Pathways for Women Conference 2024 - Anaheim CA 08/26/2024 - 08/27/2024 Attended

Category Legend:

A - Pre-Approved/Board Approved Educational Conferences
B - 1) Board Approved Administrative Meetings and 2) Pre-Approved Educational Conferences in CA where total cost is no more than $3,000 provided 
that a Trustee may not incur over $15,000 for all expenses of attending all such Educational Conferences and Administrative Meetings in a fiscal 
year per Trustee Travel Policy; Section III.A
C - Second of two conferences and/or meetings counted as one conference per Trustee Education Policy Section IV.C.2 and Trustee Travel Policy 
Section IV.
V - Virtual Event
X - Canceled events for which expenses have been incurred.

1 of 1Printed: 9/13/2024
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LACERA 

Attention:  Public Records Act Requests 
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