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AGENDA
A REGULAR MEETING OF THE BOARD OF INVESTMENTS
LOS ANGELES COUNTY EMPLOYEES RETIREMENT ASSOCIATION
300 N. LAKE AVENUE, PASADENA, CALIFORNIA 91101

9:00 AM.*, WEDNESDAY, JUNE 8, 2022

This meeting will be conducted by teleconference under California Government Code

II.

I1I.

IV.

VL

Section 54953 (e).

Any person may view the meeting online at
http://www.lacera.com/leadership/board-meetings

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

CALL TO ORDER
APPROVAL OF MINUTES

A.  Approval of the Minutes of the Regular Meeting of May 13, 2022

REPORT ON CLOSED SESSION ITEMS

PUBLIC COMMENT

(Written Public Comment - You may submit written public comments by email
to PublicComment@]lacera.com. Correspondence will be made part of the official record
of the meeting. Please submit your written public comments or documentation as soon as
possible and up to the close of the meeting.

Verbal Public Comment - You may also request to address the Board. A request to speak
may be submitted via email to PublicComment@]lacera.com before and during the
meeting at any time up to the end of the Public Comment item. We will contact you with
information and instructions as to how to access the meeting as a speaker. If you would
like to remain anonymous at the meeting without stating your name, please let us know.)

CHIEF EXECUTIVE OFFICER’S REPORT
(Memo dated May 23, 2022)

CHIEF INVESTMENT OFFICER’S REPORT
(Presentation dated June 8, 2022)
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VII. CONSENT ITEMS

A.

VIII. NON-

A.

Recommendation as submitted by Steven P. Rice, Chief Counsel: That the
Board approves that, under AB 361 and Government Code Section
54953(e)(3) of the Brown Act, the Board of Retirement and Board of
Investments separately consider whether to find that the Governor’s
COVID-19 State of Emergency continues to directly impact the ability of
each Board and its Committees to meet safely in person and that the County
of Los Angeles and other agencies still recommend social distancing such
that each Board and its Committees shall hold teleconference meetings for
the next 30 days, and if so, direct staff to comply with the agenda and public
comment requirements of the statute. Action taken by each Board will only
apply to that Board and its Committees. (Memo dated May 24, 2022)

Recommendation as submitted by Herman B. Santos, Chair, Joint
Organizational Governance Committee: That the Board approve the revised
LACERA Budget Policy and review it annually as a companion to the
adoption of the Administrative, Retiree Healthcare Benefits Program and
Other Post- Employment Benefits Trust Budgets.

(Memo dated May 20, 2022)

Recommendation as submitted by Herman B. Santos, Chair, Joint
Organizational Governance Committee: That the Board adopt the LACERA
Fiscal Year 2022-2023 Administrative, Retiree Healthcare Benefits
Program and Other Post-Employment Benefits Trust Budgets.

(Memo dated May 20, 2022)

CONSENT ITEM
Recommendation as submitted Barry W. Lew, Legislative Affairs Officer:

That the Board adopt the revised LACERA Legislative Policy.
(Memo dated May 26, 2022)

IX. REPORTS

A.

2022 Actuarial Risk Assessment Report
Santos H. Kreimann, Chief Executive Officer
Ted Granger, Interim Chief Financial Officer
Nick Collier, Milliman — Consulting Actuary
Craig Glyde, Milliman — Consulting Actuary
(Memo dated May 24, 2022)
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IX. REPORTS (Continued)

B.

Legal Transactions Year End Report
Christine Roseland, Senior Staff Counsel
(Memo dated May 31, 2022)

Board of Investments 2022 Offsite Tentative Agenda
Jonathan Grabel, Chief Investment Officer
(For Information Only) (Memo dated May 25, 2022)

LACERA Quarterly Performance Book

Meketa Quarterly Performance Book

Jude Pérez Principal Investment Officer

(For Information Only) (Memo dated May 27, 2022)

LACERA OPEB Quarterly Performance Book
Meketa OPEB Quarterly Performance Book

Jude Perez, Principal Investment Officer

(For Information Only) (Memo dated May 27, 2022)

Monthly Status Report on Legislation
Barry W. Lew, Legislative Affairs Officer
(For Information Only) (Memo dated May 20, 2022)

Legal Projects
Christine Roseland, Senior Staff Counsel
(For Information Only) (Memo dated May 31, 2022)

Monthly Travel & Education Report — April 2022
Ted Granger, Interim Chief Financial Officer

Monthly Trustee Travel and Education Reports for April 2022

(Public Memo dated May 16, 2022)

(Confidential Memo dated May 16, 2022 — Includes Anticipated Travel)
3rd Quarter Trustee Travel and Education Reports

(Memo dated May 17, 2022)

May 2022 Fiduciary Counsel Contact and Billing Report
Steven P. Rice, Chief Counsel

(For Information Only) (Privileged and Confidential)
(Attorney-Client Communication/Attorney Work Product)
(For Information Only) (Memo dated May 23, 2022)
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X. ITEMS FOR STAFF REVIEW

XI. GOOD OF THE ORDER
(For information purposes only)

XII. 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. Hitec Vision New Energy Fund SCSP
Jim Rice, Principal Investment Officer

Pushpam Jain, Investment Officer
(Memo dated May 16, 2022)

2. Private Equity Investment Update
Derek Kong, Investment Officer
Cheryl Lu, Investment Officer
(For Information Only) (Memo dated May 18, 2022)

XIII. ADJOURNMENT

*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 Members at LACERA’s offices at 300 N. Lake Avenue, Suite 820, Pasadena,
CA 91101, during normal business hours of 9:00 a.m. to 5:00 p.m. Monday through Friday.

Persons requiring an alternative format of this agenda pursuant to Section 202 of the Americans with
Disabilities Act of 1990 may request one by calling Cynthia Guider at (626) 564-6000, from 8:30 a.m.
to 5:00 p.m. Monday through Friday, but no later than 48 hours prior to the time the meeting is to
commence. Assistive Listening Devices are available upon request. American Sign Language (ASL)
Interpreters are available with at least three (3) business days’ notice before the meeting date.

Requests for reasonable modification or accommodation of the telephone public access and
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, Ext. 4401/4402from 8:30 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 THE REGULAR MEETING OF THE BOARD OF INVESTMENTS

LOS ANGELES COUNTY EMPLOYEES RETIREMENT ASSOCIATION
300 N. LAKE AVENUE, PASADENA, CALIFORNIA 91101
9:00 AM.*, WEDNESDAY, MAY 11, 2022

This meeting was conducted by teleconference under California Government Code
Section 54953 (e).

PRESENT: Herman Santos, Chair
David Green, Vice Chair
Shawn Kehoe, Secretary
Onyx Jones
Patrick Jones
Joseph Kelly
Keith Knox

ABSENT: Gina Sanchez
Elizabeth Greenwood

STAFF ADVISORS AND PARTICIPANTS

Jonathan Grabel, Chief Investment Officer
Santos H. Kreimann, Chief Executive Officer
Steven P. Rice, Chief Counsel

Christine Roseland, Senior Staff Counsel

Ted Granger, Interim Chief Financial Officer
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II.

STAFF ADVISORS AND PARTICIPANTS (Continued)

James Rice, Principal Investment Officer

Esmeralda del Bosque, Acting Principal Investment Officer
Daniel Joye, Investment Officer

Derek Kong, Investment Officer

Cheryl Lu, Investment Officer

Noah Damsky, Senior Investment Analyst

Meketa Investment Group (General Investment Consultants)
Leandro Festino, Managing Principal
Timothy Filla, Managing Principal/ Portfolio Consultant
Aysun Kilic, Managing Principal

Albourne (Real Assets ex-Real Estate, Illiquid Credit & Hedge Funds
Consultant)

Mark White, Head of Real Assets

James Walsh, Partner

Steven Kennedy, Partner

CALL TO ORDER
The meeting was called to order virtually by Chair Santos at 9:00 a.m.
APPROVAL OF MINUTES

A.  Approval of the Minutes of the Regular Meeting of April 13, 2022

Mr. Green made a motion, Mr. Knox
seconded, to approve the minutes of the
regular meeting of April 13, 2022, with the
correction reflecting two items for V. Items
for Staff Review. The motion passed (roll
call), with Messrs. Green, P. Jones, Kehoe,
Kelly, Knox, Santos and Ms. O. Jones
voting yes. Mses. Greenwood and Sanchez
were absent from the vote.
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I1I.

IV.

REPORT ON CLOSED SESSION ITEMS

There was nothing to report.
PUBLIC COMMENT

There were no requests from the public to speak.

CHIEF EXECUTIVE OFFICER’S REPORT
(Memo dated April 25, 2022)

Mr. Kreimann provided a brief presentation on the Chief Executive Officer’s

Report and answered questions from the Board.

VI

CHIEF INVESTMENT OFFICER’S REPORT
(Presentation dated May 11, 2022)

Mr. Grabel provided a brief presentation on the Chief Investment Officer's

Report and answered questions from the Board.

VIL

CONSENT ITEMS

A.  Recommendation as submitted by Steven P. Rice, Chief Counsel: That the
Board approves that, under AB 361 and Government Code Section
54953(e)(3) of the Brown Act, the Board of Retirement and Board of
Investments separately consider whether to find that the Governor’s
COVID-19 State of Emergency continues to directly impact the ability of
each Board and its Committees to meet safely in person and that the County
of Los Angeles and other agencies still recommend social distancing such
that each Board and its Committees shall hold teleconference meetings for
the next 30 days, and if so, direct staff to comply with the agenda and public
comment requirements of the statute. Action taken by each Board will only

apply to that Board and its Committees. (Memo dated April 26, 2022)

Mr. Jones made a motion, Mr. Knox
seconded, to approve consent item, VILA.
The motion passed (roll call), with Messrs.
Green, P. Jones, Kehoe, Knox, Santos and
Ms. O. Jones voting yes and Mr. Kelly
abstaining from the vote. Mses. Greenwood

and Sanchez were absent from the vote.
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VIIL

CONSENT ITEMS (Continued)

Mr. Kehoe made a motion, Mr. Green
seconded, to approve the following consent
items, VIL.B through VILE. The motion
passed (roll call), with Messrs. Green, P.
Jones, Kehoe, Kelly, Knox, and Santos and
Ms. O. Jones voting yes. Mses. Greenwood
and Sanchez were absent from the vote.

Recommendation that the Board approve attendance of Trustees at the
Leading in Artificial Intelligence: Exploring Technology and Policy -
Harvard Kennedy School in Cambridge, Massachusetts on July 17 — July 22,
2022 and approve reimbursement of all travel costs incurred in accordance
with LACERA’s Trustee Education and Trustee Travel Policies.

(Memo dated April 18,2022) (Placed on the agenda at the request of Trustee
Patrick Jones)

Recommendation that the Board Approve attendance of Trustees at the RFK
Compass Summer Investors Conference in Chatham, Massachusetts on June
14 — 15, 2022 and approve reimbursement of all travel costs incurred in
accordance with LACERA’s Trustee Education and Trustee Travel Policies.
(Memo dated April 22, 2022) (Placed on the agenda at the request of Trustee
Santos)

Recommendation as submitted by Herman Santos, Chair, Joint
Organizational Governance Committee: That the Board approve the revised
Education and Travel Policies. (Memo dated April 25, 2022)
(Supplemental Memo re Board of Retirement Revisions to JOGC’s
Proposed Trustee Travel Policy) (Memo dated May 5, 2022)

Recommendation as submitted by Herman Santos, Chair, Equity Public
Private Committee: That the Board approve the proposed minimum
qualifications, evaluation criteria, and scope of work for a global equity
emerging separate account manager(s) advanced by the Equity Committee.
(Memo dated April 22, 2022)
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VIII. REPORTS

A.

Board Trustees Return to The Boardroom Discussion as Requested by
Trustee Kelly

Santos H. Kreimann, Chief Executive Officer

(Memo dated May 3, 2022)

Mr. Kreimann was present and answered questions from the Board. The

item was received and filed.

B.

Board Actions and Opinions on Legislation Found to be Contrary to
LACERA Interests and Values as Requested by Trustee Kelly
Santos H. Kreimann, Chief Executive Officer

(For Information Only) (Memo dated May 3, 2022)

This item was received and filed.

Monthly Status Report on Legislation
Barry W. Lew, Legislative Affairs Officer
(For Information Only) (Memo dated April 25, 2022)

This item was received and filed.

Legal Projects
Christine Roseland, Senior Staff Counsel
(For Information Only) (Memo dated May 2, 2022)

This item was received and filed.

Monthly Travel & Education Report — March 2022

Ted Granger, Interim Chief Financial Officer

(Public Memo dated April 15, 2022)

(Confidential Memo dated April 15, 2022 — Includes Anticipated Travel)

This item was received and filed.

April 2022 Fiduciary Counsel Contact and Billing Report
Steven P. Rice, Chief Counsel

(For Information Only) (Privileged and Confidential)
(Attorney-Client Communication/Attorney Work Product)
(For Information Only) (Memo dated April 25, 2022)

This item was received and filed.
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IX. ITEMS FOR STAFF REVIEW
Staff will further discuss the return to the Board room timing and logistics with the
Board of Retirement and Board of Investment Chair and Vice Chairs.

X.  GOOD OF THE ORDER
(For information purposes only)

There was nothing to report.

XI.  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. DIF Core-Plus Infrastructure Fund III
Jim Rice, Principal Investment Officer

Noah Damsky, Senior Investment Analyst
(Memo dated April 29, 2022)

Messrs. Rice and Damsky were present and answered questions from the
Board.

Mr. Kelly made a motion, seconded by Mr.
Green, that the Board approve a
commitment of up to €150 million
(approximately $160 million) to DIF Core-
Plus Infrastructure Fund III, which is a real
assets fund focusing on infrastructure in the
segments of digital, energy transition,
transportation, and social primarily in
Europe and North America. The motion
passed (roll call), with Messrs. Green, P.
Jones, Kehoe, Kelly, Knox, and Santos and
Ms. O. Jones voting yes. Mses. Greenwood
and Sanchez were absent from the vote.
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XI.  EXECUTIVE SESSION (Continued)

2. Oaktree Transportation Infrastructure Capital Partners, L.P.
James Rice, Principal Investment Officer
Daniel Joye, Investment Officer
(Memo dated April 27, 2022)

There was nothing to report.

3. Private Equity Investment Update
Cheryl Lu, Investment Officer
Derek Kong, Investment Officer
(For Information Only) (Memo dated April 13, 2022)

The Board received an information only report providing notice that, on October
28,2021, LACERA approved a secondary purchase commitment of $125 million in a
special purpose vehicle managed by Accel-KKR Capital Partners, a Board of Investments
approved private equity manager. The transaction closed on March 23, 2022. The
secondary purchase is compliant with LACERA’s secondary investment guidelines.
XII. ADJOURNMENT

There being no further business to come before the Board, the meeting was

adjourned at 9:48 a.m.

SHAWN KEHOE, SECRETARY

HERMAN SANTOS, CHAIR



LACERA 4

May 23, 2022

TO: Each Trustee,
Board of Retirement
Board of Investments

FROM: Santos H. Kreiman@ c
Chief Executive Officer

SUBJECT: CHIEF EXECUTIVE OFFICER’S REPORT - JUNE 2022

The following Chief Executive Officer’s Report highlights key operational and
administrative activities that have taken place during the past month.

Strategic Plan Update

The LACERA Strategic Planning process is continuing to progress smoothly.
Over the last month, we’ve interviewed key staff members across our
divisions, held our first meetings with our Advisory team (Spark), and lastly
engaged in a three-hour Strategy Lab session with the Spark team and leaders
throughout the organization. The purpose of the Strategy Lab session was
aimed at synthesizing information gained from staff interviews and beginning
to formulate strategic priorities and goals for the organization.

The next steps in our Strategic Planning process will involve the Spark team
identifying LACERA’s Strategic Priorities and formulating Action Planning
Teams to further outline specific objectives and tactics. KH Consulting and
The Advisory team will continue to provide periodic updates on our Strategic
Planning milestones, keeping staff and members regularly informed of
important Strategic Planning information, dates, activities, and status updates
throughout the process.

2022 Safety Member Elections

Elections will be held Friday, August 5 through Wednesday, August 31, 2022
for the safety member trustee seats on both boards. The positions are:
seventh trustee seat and alternate safety trustee seat on the Board of
Retirement, and the fourth trustee seat on the Board of Investments. The
trustees’ three-year terms will run from 2023 through 2025.

The Executive Office of the Board of Supervisors worked with various County
departments to send out an email notifying all eligible active Safety Members
about the election and providing details for interested candidates regarding
the filing process and filing dates. These emails were sent on or around
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May 17-18, 2022. LACERA also sent a message to all active Safety Members
for whom we have a valid email address on May 19, 2022. Interested
candidates have until June 17, 2022 to file their paperwork with the Registrar-
Recorder. We continue to work with the Executive Office and will be sending
out future informational notices when the County does.

e Candidate filing starts Thursday, May 19 and ends Friday, June 17,
2022. Nomination packets will be available during that time from the
Registrar-Recorder/County Clerk, 12400 Imperial Highway, Norwalk, CA
90650, or via email at electionplanning@rrcc.lacounty.

e Voting will be electronic. Members will be mailed and emailed credentials
for online and telephonic voting.

e LACERA’s boards would like to include paper ballots by request; this
request to the County is pending and will be decided at a later date.

In the meantime, LACERA is promoting the elections and the “call for
nominations” announcement in the June issue of PostScript. Due to the
newsletter schedule, our newsletter will reach members in the middle of the
nomination period. LACERA will also provide election details (reminders, where
to find information on how to vote, etc.) to members in coordination with the
County’s email blasts. The schedule is still being finalized.

Additionally, during our initial meeting with the Executive Office, we requested
that this year’s election allow an electronic nomination process. In past
elections interested candidates were required to gather “wet signatures” of a
specific number of eligible voters in the election on a physical petition. With
the use of electronic signatures becoming more prominent, and considering
the risks of the pandemic, an electronic process is safer and more efficient.
The Executive Office included this in their process and interested candidates
will have two options for signature collections - a traditional “wet signature”
or an electronic process. Interested candidates can obtain a nomination
package from the County Registrar-Recorder/County Clerk.

Hybrid Work Model

The executive team officially welcomed the LACERA staff back to the office on
Monday, May 2, 2022. All staff have transitioned back to LACERA via a hybrid
work model. As we adjust to this new work model, the executive team will
continue to engage staff and division managers on areas of success and
improvement. Ultimately, the goal for our hybrid work model is to offer
workplace flexibility and balance, while also embracing a culture of
accountability. Thus far, the feedback has been mostly positive from both
staff and managers.
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Recruitment Updates
Vacancies and Hiring

Filling vacant positions continues to be a high priority. Member facing
Divisions, Investments Division, Systems Division, and Legal Division are the
top priorities. The Executive team, HR, and our Investments Division have met
to clearly outline their hiring priorities and develop a recruitment strategy. We
plan to take a similar approach with other divisions. The Executive
management and HR teams will review the organizational recruitment plan at
least quarterly to ensure the priorities are still appropriate given attrition that
may have occurred in the prior quarter.

The current hiring priority in the Investments Division recruitment efforts is
the Senior Investment Officer. There are eleven (11) vacancies in Investments
(24% vacancy rate) and below is a summary of the recruitment status of these
positions.

Status of vacant positions in the Investments Division

# of

Classification Vacancies LACERA Priority Recruitment Stage
Deputy Chief Investment 1 Tier 2 — December Outsourced
Officer 2022 Recruitment
Senior Investment Officer 1 Tier 1 —June 2022 4 - Recruitment
(S10)
Finance Analyst Il (FA III) 4 Tier 1 —June 2022 4 — Recruitment
Finance Analyst Il (FA 1) 2 Tier 2 —December 1-Exam Requested

2022
Senior Management Secretary 1 Tier 2 — December n/a

2022
Principal Investment Officer 1 Tier 2 — December n/a
(P1O) 2022
Senior Investment Officer 1 Unassigned n/a

Recruitment Stages: (1) Exam requested, (2) Classification review, (3) Test development, (4) Resume canvas, (5)
Recruitment, (6) Assessment qualification, (7) Assessment review, (8) List promulgated, (9) Division interviews, (10)
Background check, (11) Onboarding

LACERA has 508 budgeted positions, of which 100 are vacant (20% vacancy
rate). The Divisions with the highest number of vacancies, and the
classifications with the highest humber of vacancies, are shown below.
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LACERA Divisions with Highest No. of Vacancies
m Systems m Invesments = Administr&ive Services = Finance & Accounting
m Retree Heaithcare m Legal m Member Services m AllOthers

Classifications with the Highest Number of Vacancies

FnanceAnay= Il [
Infor mation Technology Specalist | _
Information Technology Specialis | ||
Recvement Benec speciais |

Accourcare |

Development

Human Resources works with the hiring Division to review the classification
description, create an ideal candidate profile, and discuss the assessment
process. This information is used by HR to create the job bulletin and
recruiting brochure (management positions only). The
recruitments/assessments are in development for Accountant and Retirement
Systems Specialist.
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Recruiting & Assessment

The Human Resources Team opened the recruitments for Finance Analyst III
in Corporate Governance and Stewardship and Portfolio Analytics. Senior
Investment Officer in Real Estate and Finance Analyst III in Real Estate are in
the assessment phase. The application period for Senior Accountant was
reopened to accept additional applications with the intent of filling the
remaining vacancy.

A Request for Proposal to solicit executive recruitment services to fill items
such as the Deputy Chief Investment Officer, Chief Financial Officer, Chief
Information Technology, and Information Security Officer, Principal
Investment Officer, and Senior Investment Officer positions closed on
March 22, 2022, the RFPs are currently being scored. Human Resources will
move forward with a revised timeline.

Hiring

The Data Systems Analyst I Eligible Register was promulgated. In addition to,
one offer (promotion) made, three additional offers are pending. The Senior
Staff Counsel and Staff Counsel candidates started May 16 and May 6, 2022,

respectively. A candidate for the Interdepartmental Transfer opportunity for
the accountant position started May 16, 2022.

Retiree Healthcare (RHC) Update

California Dental Disclosure Matrix

In early 2021, the Department of Insurance approved a regulation requiring
all specialized health care services plans that cover dental services and
operating in California to provide a Summary of Dental Benefits and Coverage
(SDBC) Disclosure Matrix to groups offering dental coverage to their retirees.

Cigna has provided this matrix for our Dental Preferred Provider Organization
(DPPO) plan. Per the regulation, this document must be made available to
members either electronically or in paper format. Due to the timing of the
receipt of this information, we were unable to include it in the annual premium
notification packet, so it's been made available on the website.

The California Department of Managed Care (CA DMHC) has not completed its
final SDBC regulation for the Dental Health Maintenance Organization (DHMO)
plan. The document for the DHMO will be provided upon approval of the
DMHC'’s final regulation and as required by the regulation.
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$1 Million Lifetime Maximum Benefit (LMB) for Non-Medicare Plans - Update

LACERA staff continues to be engaged with the Board of Supervisors and
County of Los Angeles CEQ’s office on the elimination of the $1 million dollar
Lifetime Maximum Benefit (LMB). The LMB applies to over 8,700 County
active members and retirees enrolled now (or in the future) in the PPO and
indemnity plan options.

The County CEQ'’s office, LACERA staff, LACERA’s Healthcare consultant, and
actuary, met with County staff to discuss the findings of the County’s actuarial
analysis. We will continue to work through the situation and will inform the
Board Trustees as updates become available.

SHK
CEO report June.2022.doc

Attachments
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Service Metrics Reported on a Fiscal Year Basis (JuIy 1) Through: April 2022
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Service Metrics Reported on a Fiscal Year Basis (July 1) Through: April 2022
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Service Metrics Reported on a Fiscal Year Basis (July 1) Through:
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Striving for Excellence
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/[,, Striving for Excellence in Quality

Service Metrics Reported on a Fiscal Year Basis (July 1) Through: April 2022

Audits of Retirement Elections, Payment Contracts, and Data Entry Completed by QA

mmmm Quantity —e=Accuracy e e e eGoal

100.00%
% . % 0
500 [98.30%98.424 984855, 01957 969 98.16% b BB {98 24%57.879, 550 57.25997.51957 007l
95.00%
400
90.00%
300
0,
o 200 85.00%
o
=
© 100 80.00%
=
7
< 0 75.00%
N S N & & & Q QO S S
2 R S - JEP P SN NG Q\'b& w
S < Q
C
Retirement Elections Payment Contracts Data Entry
April 2022
496 Samples 251 Samples 91 Samples
o
96.07% 98.29%  Accuracy 95.60%  Accuracy 94.32%  Accuracy
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Service On-Line for All

Service Metrics Reported on a Fiscal Year Basis (July 1) Through: April 2022

. . Total Registered Members 98,387 599,

< MyLACERA Annual Registration 9 I L 2

Y (as of the 15:;‘_ of the ';“0““‘ prior to Total Registrations By Member Type

|.L.|J> H Active Delfgrrer‘de ploRgtier / Survivors

<

35| 39,354

2 B

= 1,476 51,918

: = 298

m 0

E .m | E m

8 m m 7'115

<. 2017 2018 2019 2020 2021 2022 = Active Members Deferred/Inactive Retirees Members/Payees

14

EJ) LACERA.com User Traffic Top Five LACERA.com Page Views

< B First Time Visitors Average Per Day )

_| My LACERA Sign Up 2,537

N =

g'i Contact Us 270

2 Cost of Living

I-E Adjustments 4,048

E Retiree Listings 5,261

g

E Home Page 50,796

g FEBRUARY MARCH APRIL

() Home Page "I Would Like To" View Views % of Change Home Page Tile Views Views % of Change

§ See My COLA 3,699 0% My LACERA 2,537 -12%

a Change My Tax Settings 1,459 10% Pre-Retirement Workshops 1,108 -23%

) |Update My Beneficiary 1,089 -17% Careers 1,198 2%
Print a Pay Day Calendar 985 -13% Investments 732 -26%
Apply for Survivor Benefits 765 -46% Annual Reports 550 -17%
3usiest Day of the Month Wednesday, May 25, 2022 Investments 168 -23%
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Service Metrics Reported on a Fiscal Year Basis (July 1) Through:

Members as of 05/15/2022
| Active | Retired | Survivors |
14,059 4,166

645 70
421 65
19,865 1,815
14,813 1,506
174 14

7,636

Plan Total

18,281
730
504
57,702
30,461
33,469
| 141,147

General

Total General | 83,534 |

April 2022

Total Safety |
TOTAL MEMBERS |
% by Category

12,862
96,396
57%

| 26,868
| 168,015
100%

37% 6%

RETIREMENTS BY YEAR

H ] H H . . 3611

FISCAL FISCAL FISCAL FISCAL FISCAL FISCAL FISCAL
YEAR YEAR YEAR YEAR YEAR YEAR YEAR
2016 2017 2018 2019 2020 2021 2022

ANNUAL RETIREMENTS BY TYPE

B General M Safety

555 564 >94
418
2857
2436 2701 2682

FISCAL FISCAL FISCAL FISCAL FISCAL FISCAL FISCAL
YEAR YEAR YEAR YEAR YEAR YEAR YEAR
2016 2017 2018 2019 2020 2021 2022

900
800
700
600
500
400
300
200
100

GENERAL VS. SAFETY RETIREMENTS
FOR FIRE AND SHERIFF

FISCAL FISCAL FISCAL FISCAL FISCAL

YEAR YEAR YEAR YEAR YEAR

2017 2018 2019 2020 2021 2022
FD General u FD Safety = SD General m SD Safety
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Average Monthly Benefit Allowance Distribution May 25, 2022

Average Monthly Benefit Amount:

i T K
$0 to $3,999 29,995 1,502 31,497 51.0% Healthcare Program

$4,000 to $7,999 14,124 3,455 17,579 28.5% (Mo. Ending:4/30/2022)

$8,000 to $11,999 4,034 4,276 8,310 | 13.5%

$12,000 to $15,999 1,121 2,106 3,227 | 5.2% Employer Member
$16,000 to $19,999 369 429 798 | 1.3% |Medical  $485.2 $36.0
$20,000 to $23,999 113 137 250 | 0.4% | Dental  $38.7  $3.7
$24,000 to $27,999 31 41 72| 0.1% ¢ PartB  $68.0  $0.0
> $28,000 24 4 28 | 0.0% [ Total  $591.9 $39.7
Totals 49,811 11,950 61,761 100% oo eeie e e e e nannnnns

4,760. 00

E Health Care Enrollments

: (Mo. Ending:4/30/2022)

E Medical 53,474

¢ “Dental 55,168

: PartB 36,734

: T L7Cc 540
B

.0 *

KEY FINANCIAL METRICS
Fiscal Year End Financial Update (as of 06/30/2021)

$80.00
$70.00
$60.00
$50.00
$40.00
$30.00
$20.00
$10.00

$0.00

83.3%

2010

Assets-Market Value (bn)

80.6%
J68%  750%

2011 2012 2013

e ¢ ¢ Funding Ratio

79.5%

2014

83.3%

2015

79.4% 79.9% 80.6%

2016

2017 2018

77 2%

2019

e |nvestment Return Net of Fees

90.0%
80.0%
70.0%
60.0%
50.0%
40.0%
30.0%
20.0%
10.0%
0.0%

76.3% 79.3%

25.2%

2020 2021
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/[,, Key Financial Metrics

Billions

$4.00
$3.50
$3.00
$2.50
$2.00
$1.50
$1.00
$0.50

Retiree Payroll by Year

$2.51

$3.00
$2.74

$3.18

$2.86

$2.64

2012 2013

L]

2014 2015

(As of 4/30/2022)

Monthly Payroll

Payroll YTD

New Retired Payees Added
Seamless %

New Seamless Payees Added
Seamless YTD

By Check %

By Direct Deposit %

3.79
.58

2016 2017 2018 2019 2020 2021

Retired Members Payroll

$354.44m
$3.4b
1,166
98.71%
4,602
96.81%
2.00%
98.00%

L
4
‘0

FUNDING METRICS

(as of 6/30/21)
Employer NC 10.88%
UAAL 13.58%
Assumed Rate 7.00%
Star Reserve $614m
Total Assets $73.0b
Contirbutions
(as of 6/30/21)
Employer Member
Annual Add $2.0b $761.0m
% of Payroll 24.46% 7.87%
Contirbutions
(as of 6/30/21)
(Net of Fees)
5YR: 10.8% 10 YR:

8.6% .



LZCERA

RFP/RFI Name

QUIET PERIOD LIST
Administrative/Operations
Last Update:5/13/2022

Issuing

Division

RFP
Issued

Quiet Period for RFP
Respondents*

4.

Search for

Human

5/24/2021

Bid Review

¢ Koff and Associates
Classification & Resources ¢ Magnova Consultant
Compensation e Grant Thornton
Study Services ¢ Reward Strategy
(HR) Group
Search for Human 5/24/2021 | Bid Review o Koff and Associates
Classification & Resources ¢ Magnova Consultant
Compensation e Grant Thornton
Study Services ¢ Reward Strategy
(RHC) Group
Contract Lifecycle | Administrative | 3/4/2022 o Agiloft
Management Services/ Vendor e Cobblestone
Application Systems Presentation e DocuSign
and Evaluation | o |certis
e Pantheon
2Case Systems 10/6/2021 | Gontract +—Eccentex
Sethasee Lonbon
Budget Software Administrative | 3/10/2022 | RFP Review ¢ Neubrain
Services/ e ClearGov
Systems e Workday
e Vena
e Prophix
e Questica
e Denovo/Oracle
e Board
e TruEd/TruGov
o IGM/Gravity




LZCERA

Quiet Period for RFP

Respondents*

4.

RFP/RFI Name el
Division
Executive Human 2/23/2022
Recruitment Resources
Services

Bid Review

Alliance Consulting
David Gomez
Partners, Inc

EFL

Ralph Anderson
Spencer Stuart
WBCP

*Subject to change

INVESTMENTS QUIET PERIOD FOR SEARCH RESPONDENTS

Custody Bank Search

v’ State Street Bank and

Trust Co.

llliquid Credit Emerging Manager
Program Search

v
v

BlackRock Alternative Advisors
Blackstone Alternative Asset
Management

Cambridge Associates

GCM Grosvenor

Stable Asset Management

PEB Private Markets Investments Search

AN N N N N NN TC I N NN

AN

BlackRock Financial Management Inc.
Cambridge Associates LLC

Goldman Sachs Asset Management, L.P.
Hamilton Lane Advisors, LLC
HarbourVest Partners, LLC

J.P. Morgan Asset Management

Morgan Stanley Investment Management
Neuberger Berman Alternatives Advisers,
LLC

Pathway Capital Management, LP
StepStone Group Holdings, LLC



Date

Conference

June, 2022
5-8

8-9

14-15

14-15

21-23

24

27-29

27-29

27-30

July, 2022
13-15

17-22

August, 2022

21-23

29-September 1

September, 2022
16

Government Finance Officers Association (GFOA) Annual Conference
Austin, TX

2022 PREA (Pension Real Estate Association) Institute
Emory University
Atlanta, GA

19" Annual Consortium 2022 Diverse plus Women Managers Conference
New York, NY

RFK Compass Summer Investors Conference
Chatham, MA

AHIP (America’s Health Insurance Plans) Institute
Las Vegas, NV

CALAPRS (California Association of Public Retirement Systems)
Round Table — Benefits
Virtual

National Association of Securities Professionals (NASP)
Annual Financial Services Conference
Chicago, IL

IFEBP (International Foundation of Employment Benefit Plans)
Public Employee Benefits Institute
Seattle, WA

World Healthcare Congress
National Harbor, MD

Pacific Pension Institute (PPl) Summer Roundtable
Vancouver, British Columbia

Leading in Artificial Intelligence: Exploring Technology and Policy
Harvard Kennedy School, Cambridge, MA

NCPERS (National Conference on Public Employee Retirement Systems)
Public Pension Funding Forum
Los Angeles, CA

CALAPRS (California Association of Public Retirement Systems)
Principles of Pension Governance for Trustees
Pepperdine University (subject to change)

CALAPRS (California Association of Public Retirement Systems)
Round Table — Benefits
Virtual

Effective May 20, 2022




Chief Investment Officer
Monthly Report

Board of Investments
June 8, 2022
Jonathan Grabel /
Il’ Chief Investment Officer

LOS ANGELES COUNTY EMPLOYEES RETIREMENT ASSOCIATION
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Market Environment
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Global Market Petformance s x»

MSCI ACWI Index (Global Equity Market)*

Russell 3000 Index (U.S. Equity Market)

Trailing Returns (%) Annualized Returns (%)
YTD 1Y 3y 5Y 10Y

-12.9 -7.5 11.5 8.8 10.2

1-month 3-month
0.1 -6.0

Trailing Returns (%)
YTD 1Y 3Y 5Y 10Y
-13.9 -3.7 15.6 12.8 14.0

Annualized Returns (%)
1-month 3-month
-0.1 -6.2

MSCI ACWI IMI Index 1-Year Performance

1900
1800
1700
1600
1500
1400

1300

May-21 Jul-21 Sep-21 Nov-21 Jan-22 Mar-22

MSCI Emerging Market Index

May-22

2800

2700

2600

2500

2400

2300

2200
May-21

Russell 3000 1-Year Performance

Jul-21 Sep-21 Nov-21 Jan-22 Mar-22 May-22

Barclays U.S. Aggregate Bond Index**

Trailing Returns (%) Annualized Returns (%)
YTD 1Y 3Y 5Y 10Y

-11.8 -19.8 5.0 3.8 4.2

1-month 3-month
0.4 -7.3

Trailing Returns (%) Annualized Returns (%)
YTD 1Y 3Y 5Y 10Y

-8.9 -8.2 0.0 1.1 1.7

1-month 3-month
0.6 -5.9

4.

MSCI Emerging Markets 1-Year Performance
1450

1350
1250
1150
1050

950

850

May-21 Nov-21 Jan-22 Mar-22

Jul-21

Sep-21

*Global Equity Policy Benchmark - MSCI ACWI1 IMI Index
**Investment Grade Bonds Policy Benchmark - Barclays U.S. Aggregate Bond Index

May-22

2400

2350

2300

2250

2200

2150

2100
May-21

Barclays U.S. Aggregate Bond Index 1-Year Performance

Jul-21

Sep-21 Nov-21 Jan-22 Mar-22 May-22

Source: Bloomberg |

LACERA Investments | 4



Key Macro Indicators®

GDP Growth of Major Economies'

10-Year Treasury Yield®

50

oo

-5.0

-10.0

Real GDP Growth YoY (%) -

X

31 25

Q1-2018

6.3
2238
EmE--
L}
Q1-2019
-3.0
-6.8

B United States B Eurozone

| china

Last Five Years

183

50 ag

=]
in

Q1-2021
09 -18

Q1-2022

Japan

World Equity Valuation®

36
. .II‘12
—
-

160

140

120

100

Yield (%)
s

o0
.,
K
B g

& g &
R AR
AN b\?;i\ i -\3-

Historical 10-Year Treasury Yield

‘(’;;?

L L LI LSS,

Central Bank Rates?

'5"\' & {5

o &63’
g

_;_\'19

285

il {'5’{\'
c,'&

(as of 5/31/2022)

L]

375
336 235 23.1
212
19.8
180
145 148 o 145 141
123" 217

Q1-2018

Price-to-Earnings - Last Five Years

01-2019 Q1-2020

HRussell 3000 B MSCI ACWI-ex US

Q1-2021 Q1-2022

B MSCI EM

China

United States

United Kingdom

Central Bank Rates

*The information on the “Key Macro Indicators” charts is the best available data as of 5/31/22 and may not reflect the current market and economic environment.

Eurozone 0.00%
-0.10% Japar'
-0.50% 0.00% 0.50% 1.00% 2.00% 2.50% 3.00% 350% 4.00%
Sources: 1. Bloomberg 3. FactSet
2. St. Louis Federal Reserve 4. FactSet

4.

LACERA Investments | 5



Key Macro Indicators®

U.S. Inflation, Unemployment, & Labor Force Participation?®

Consumer Confidence & ISM Manufacturing’

Last Five Years (%)

B8O

60

6.0

ao
a0

20

D M|||||||||||IIIIIIII|II||||||I|||||I|.m|||||||||||||||

5/17 S5/18 519 5520 5/21 5/22 4717 4518 4/19 4/20 421 4722

SR Manufacturing e Consumer Confidence B inflation Rate (Core PCE) m—Unemployment Rate s | sbor Force Participation Rate

U.S. Household Debt as % of Personal Income? U.S. Treasury "Real"” Yield Curve?*

Last Ten Years (%) US Treasury "Real” Yield Curve Chart
105 10
100 0.5
a5 0.0
@0 0.5
BS -1.0
EBO -1.5
75 2.0
Dec-11 Dec-12 Dac-13 Dec-14 Dec-15 Dac-16 Dec-17 Dec-18 Dac-19 Dec-20 Dec-217 S5 YR 7 ¥R 10 YR 20 YR IO YR
—S Household Debt as % of Personal Income — 82021 —1 1 302021 — 2092022 - 5/31/2022

Sources: 1. Bloomberg 3. Bloomberg

X ) 2. Bloomb .Us.
*The information on the “Key Macro Indicators” charts is the best available data as of 5/31/22 and may not reflect the current market and economic environment. 0omboerg 4.U.S. Treasury |
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“ Market Themes and Notable Items to Watch

Recent Themes

The U.S. Federal Reserve raised its primary
borrowing rate by 0.50% in early May while citing
urgency to combat rising inflation

= Additional rate hikes are expected this year

40-year highs in inflation continue to be a
headwind for consumer sentiment

The U.S. 10-year treasury yield ended May at
2.85%, up from 1.52% at the end of 2021 and
0.93% at the end of 2020

Global equities (MSCI All Country World Investable
Market Index) rose 0.1% in May

Covid-19
= More than 529 million cases, 6.2 million
deaths, and 11.5 billion vaccine doses

What to Watch

Interest rates and consumer mortgage rates

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

Changing macro conditions
= Central bank actions and geopolitical risks

Environmental, social, governance
= SEC proposes disclosure guidance on ESG funds

Russia-Ukraine war
= Continued geopolitical, global commerce,
commodities, energy markets/transition impacts

Covid-19
= Economic and consumer behavior implications
= Covid variants, transmission, vaccines

/Il' Sources: Johns Hopkins University, Council of Institutional Investor research, Bloomberg, CNBC

LACERA Investments |7



Portfolio Performance & Risk

Updates
/II'



Total Fund Summary

as of April 2022

Monthly Return (net) Sharpe Ratio (3-year annualized) Asset Allocation ($ millions)

6.0% 2.5

40% -3.0% 1.2

20

2.0%
0.0% . N l - I —

1.0
-2.0%

0.5
-4.0%

0.0

Real Assets
& Inflation

-6.0% Hedges
May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr $13,024
2021 2021 2021 2021 2021 2021 2021 2021 2022 2022 2022 2022 2021 2021 2021 2021 2021 2021 2021 2021 2022 2022 2022 2022 18%
Total Market Value ($ billions) Cash ($ millions)

100 2,000

72.8 618

90
1,500
80
70
1,000
60
50 500
May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr
2021 2021 2021 2021 2021 2021 2021 2021 2022 2022 2022 2022 2021 2021 2021 2021 2021 2021 2021 2021 2022 2022 2022 2022

Overlays &
Hedges
$693
1%

Risk
Reduction &
Mitigation
$14,040
19%

4.

LACERA Investments | 9



Historical Net Performance

as of April 2022

Total Fund
Total Fund Policy BM
7% Annual Hurdle Rate

Growth
Growth Policy BM

Credit
Credit Policy BM

Real Assets & Inflation Hedges
Real Assets & Inflation Hedges Policy BM

Risk Reduction & Mitigation
Risk Reduction & Mitigation Policy BM

Overlays & Hedges

OPEB MASTER TRUST
Los Angeles County
Superior Court
LACERA

OPEB Growth
OPEB MT Growth Policy BM

OPEB Credit
OPEB MT Credit Policy BM

OPEB Real Assets & Inflation Hedges
OPEB MT RA & IH Policy BM

OPEB Risk Reduction & Mitigation
OPEB MT RR & M Policy BM

Operational Cash

Market
Value
($ millions)

72,761

36,975

8,030

13,024

14,040

693

Market
Value
($ millions)
2,481
2,412
59
10

1,229

500

508

244

0

% of
Total Fund
100.0%

50.8%

11.0%

17.9%

19.3%

1.0%

% of
Master Trust

97.2%

2.4%

0.4%

49.5%

20.1%

20.5%

9.8%

0.0%

Interim
Target
100.0%

51.0%

11.0%

17.0%

21.0%

Interim
Target

50.0%

20.0%

20.0%

10.0%

1 Month 3 Month

-3.0%
-4.2%
0.6%

-4.8%
-6.5%

-1.3%
-1.6%

-0.5%
-0.5%

-2.8%
-3.1%

42.9%

1 Month 3 Month

-5.2%
-5.2%
-5.2%
-5.2%

-7.9%
-7.9%

-2.0%
-2.1%

-2.1%
-2.1%

-3.0%
-3.0%

LACERA Pension Fund

FYTD 1 Year 3 Year 5 Year
-1.1% 3.2% 6.5% 10.0% 9.2%
-3.8% -0.8% 1.4% 8.1% 8.1%
1.7% 5.8% 7.0% 7.0% 7.0%
-2.5% 3.0% 7.9% 14.7%
-6.0% -2.9% 0.3% 11.9%
-2.5% -0.2% 1.6% 5.0%
-4.1% -3.4% -2.1% 3.1%
6.9% 15.6% 17.6% 8.9%
5.7% 15.5% 17.9% 10.2%
-5.3% -6.5% -5.6% 1.8%
-6.0% -7.0% -6.2% 1.0%
85.0%

OPEB Master Trust'

FYTD 1 Year 3 Year 5 Year
-5.3% -4.1% -1.8% 7.4% 7.9%
-5.3% -4.1% -1.8% 7.4% 7.9%
-5.1% -3.9% -1.7% 7.3% 7.7%
-5.3% -4.1% -1.8% 7.4% 7.9%
-8.2% -8.6% -6.1% 9.5% 9.5%
-8.2% -8.7% -6.2% 9.2% 9.2%
-4.0% -4.7% -3.5% 1.7% -
-4.2% -4.7% -3.6% 2.1% --
2.5% 11.8% 15.3% 10.1% -
2.1% 11.6% 15.0% 9.9% -
-6.0% -7.5% -6.8% 0.6% 1.6%
-6.0% -7.6% -6.8% 0.5% 1.4%

10 Year
8.8%
8.1%
7.0%

15.0%

10.0%

5.0%

0.0%

-5.0%

-10.0%

15.0%

10.0%

5.0%

0.0%

-5.0%

-10.0%

LI

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

M Total Fund B Total Fund Policy BM

3 Year

1Month 3 Month FYTD 1 Year 5 Year

M Los Angeles County M Superior Court B LACERA

/Il, 1. Market value differences between the sub-trusts and functional composites are due to operational cash.
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Total Fund Forecast Risk ™

as of April 2022

%Contribution to Total Risk

82.6%

4.

15.7%
-1.5%
Growth Credit Real Assets Risk Reduction Overlays and
and Inflation  and Mitigation Hedges
Hedges
Total Risk
12.5 125
I ] i il 9 I I
N N o D G g
(A g VoIV
b@? (,)\"1/Q Q)\"19 ,\\"LQ (b\qxg ‘19 Q\‘1/ ,\\'L (19/ ,\\‘1/Q (199 ,13\‘19 b‘\qlg

% Cont. to Standalone Standalone
%Weight  Total Risk Total Risk BMK
Risk**
Total Fund 11.9 11.4
Growth 50.8% 82.6% 19.5 18.1
Global Equity 32.4% 45.0% 17.4 17.5
Private Equity 17.0% 34.6% 27.5 25.0
Non-Core Private Real Estate 1.4% 3.0% 36.8 17.9
Credit 11.1% 2.8% 4.0 4.8
Liquid Credit 6.6% 2.1% 5.0 4.8
Illiquid Credit 4.5% 0.7% 4.1 4.8
Real Assets & Inflation Hedges 17.8% 15.7% 12.2 12.6
Core Private Real Estate 5.7% 6.1% 18.6 17.9
Natural Resources & Commodities 5.0% 4.7% 15.2 19.3
Infrastructure 4.4% 4.6% 15.2 16.0
TIPS 2.8% 0.4% 5.5 5.4
Risk Reduction and Mitigation 19.3% 0.4% 4.5 4.3
Investment Grade Bonds 11.2% 0.2% 5.2 5.1
Diversified Hedge Funds 5.5% 0.4% 3.9 0.1
Long-Term Government Bonds 1.7% -0.2% 12.6 12.6
Cash 0.9% 0.0% - -
Overlays and Hedges 1.0% -1.5% - -

*Implementation of the MSCI Risk Platform is ongoing; reconciliation and refinement of the data is progressing and subject to change. Real estate and private equity data used is as of 12/31/2021

**BMK Risk stands for Benchmark Risk

SOURCE: MSCI BarraOne
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Total Fund Forecast Active Risk ™

as of April 2022

H H : : Active  Active Active Active Risk
6Weight R . is .
Active Risk Contribution %Weigh Risk
Weight%  Risk . Selection
Allocation
86.4% Total Fund 1.25 -0.02 1.28
‘Growth 50.8% -0.21% 1.08 -0.01 1.09
Global Equity 32.4%
Private Equity 17.0%
1.6% 7.2% 8.8% Non-Core Private Real Estate 1.4%
! |
i (Credit 11.1% 0.14%  0.02  -0.01 0.03
Growth Credit Real Assets and Risk Reduction Overlays and Liquid Credit 6.6%
Inflation and Mitigation hedges
Hedges Illiquid Credit 4.5%
|Real Assets & Inflation Hedges 17.8% 0.82% 0.09 -0.03 0.12
ACtlve RISk Core Private Real Estate 5.7%
1.8 Natural Resources & Commodities  5.0%
1.7 1.7
1.6 Infrastructure 4.4%
TIPS 2.8%
‘Risk Reduction and Mitigation 19.3% -1.69% 0.11 0.07 0.04
Investment Grade Bonds 11.2%
Diversified Hedge Funds 5.5%
Long-Term Government Bonds 1.7%
Cash 0.9%
I I S S S A A A A I I g * ’
v v v v Vv vV v v v Vv Vv v v
W v AV QY o\ \9\ 0\ Q\ NS LA LGN |0ver|ays and Hedges 1.0%  0.95% -0.05  -0.05 -

*Implementation of the MSCI Risk Platform is ongoing; reconciliation and refinement of the data is progressing and subject to change. Real estate and private equity data used is as of 12/31/2021 |

LACERA Investments | 12
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Geographic Exposures by AUM" - Total Fund

as of April 2022 ex-ovetlays and hedges

USA - United States Of America
ROW - Rest of World 2

AUS - Australia

CAN - Canada

CHE - Switzerland

CHN - China

DEU - Germany

Global, 6.3%  |ROW, 5.9% ESP - Spain

FRA - France

GBR - United Kingdom

Global - Multi-country exposure

GBR, 3.1% JPN - Japan

NLD - Netherlands
ITA - Italy
DEU,
FRA, 1.5% 1.1%
= -
CHE, 0.9% |\n | esp
0.7%

0.7%

USA, 71.0%

*AUM = assets under management

1 *Implementation of the MSCI Risk Platform is ongoing; reconciliation and refinement of the data is progressing and subject to change. Real estate and private
equity data used is as of 12/31/2021

2 “ROW - Rest of World" is sum of countries with weight below 0.5%

3 Geographic exposure is based on the domicile country of a given security/asset

II" SOURCE: MSCI BarraOne LACERA Investments |13



Geographic Exposures by AUM" - Asset Categoties

“ as of April 2022 ex-ovetlays and hedges
|

® Credit ® Growth ® Real Assets and Inflation Hedges ® Risk Reduction and Mitigation

Risk Reduction and Real Assets and Inflation
Mitigation Hedges

o,
USA, 14.7% USA, 14.0%

USA, 34.2%
Global, 4.0% e | ROW, 2.8%
FRA, 1.2% CAN, 1.0%
JPN, 1.8%
GBR, DEU, |CHE, Global,
ROW, 4.9% 2.4% CHN, 1.7% 1.0% |[0.9% USA, 8.1% 1.7%

*AUM = assets under management

1 *Implementation of the MSCI Risk Platform is ongoing; reconciliation and refinement of the data is progressing and subject to change. Real estate and private
equity data used is as of 12/31/2021

2 “ROW - Rest of World" is sum of countries with weight below 0.5%

3 Geographic exposure is based on the domicile country of a given security/asset

USA - United States Of America

AUS - Australia

CAN - Canada

CHE - Switzerland
CHN - China

DEU - Germany

FRA - France

GBR - United Kingdom

Global - Multi-country exposure

IPN - Japan
NLD - Netherlands
ROW - Rest of World?2

II" SOURCE: MSCI BarraOne
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| Change In Fiduciary Net Position

$2,500

$2,000

2,093
L]
1,496
$1,500 ]
$1,000
$500
B

(8500)

Millions

($1,000)

($1,500)

($2,000)

($2,500)
May-21 Jun-21

= Employee and Employer Contributions

® Net Investment Income/(Loss)*

Fiscal Year
FY-20
FY-21
FY-22

Additions and Deductions in Fiduciary Net Position (Unaudited)

1] 1,645
L) o= 1,539
n

I
3 .
]
-1,011
= -1,114
L]

-2,332
u

Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22 Mar-22 Apr-22

B Administrative Expenses and Miscellaneous © Benefits and Refunds
M Total Additions and Deductions in Fiduciary Net Position *Includes unrealized & realized net investment income
Negative Months Positive Months Total Net Position Change $
5 7 -
2 10 $13.8 billion
6 4 ($190 thousand)

4.
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Portfolio Structural Updates
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‘Portfo]io Structural Updates

Portfolio Movements

Rebalancing Activity

$217 million —
Cash

$66 million —
Cash

$31 million —

Hedges & Overlays
$114 million —
Risk Mitigation
$147 million —
Real Assets

Growth

Credit

Cash

Hedges and Overlays
Program April April Inception”
Return Gain/(Loss) Gain/(Loss)
Currency Hedge™ 2.5% $30.6 Million $1.1 Billion
Cash/Rebalance 2.3% $36.5 Million $116.4 Million

Sekk

Overlay

*Currency and overlay program inception dates are 8/2010 & 7/2019, respectively.

Current Search Activity

Status of Active Searches — Subject to Change

RFP
Issued

—@

—@
—@

Due BOI Review

Diligence

Name

llliquid Credit Emerging

Anticipated Mid 2022
Manager Program Search

Custody Bank Search Anticipated Late 2022

OPEB Private Markets
Investments Search

Global Equity Emerging
Separate Account Manager
Search

Anticipated Late 2022

Quiet Period for Search Respondents

Please see the Appendix for this month’s list
of respondents to active searches

Anticipated August 2022

4.

*** LACERA’s overlay program’s 1-month return includes interest earned on the cash that supports the futures contracts.

** 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.
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Key Initiatives and
Operational Updates
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“ Notable Initiatives and Operational Updates

4.

Key Initiative Updates Completed Actions
= Onboarded LACERA'’s first dedicated managed
account

* |Implementation is ongoing for the new strategic
asset allocation policy targets and benchmarks

» Preparations for the BOI Offsite in September are ene
g P Team Searches and Open Positions

underway
= Working on launching new searches
= 1 —Deputy Chief Investment Officer
Operational Updates = 1 - Principal Investment Officer
= Annual contract compliance review underway = 2 —Senior Investment Officer

= 1 search in progress

4 — Financial Analyst-Il|
= 4 searches in progress

= 2 —Financial Analyst-Il

Manager/Consultant Updates

Credit Suisse — Real Assets — John Calvaruso, Director at Credit Suisse Asset Management (“CSAM”), and Co-Portfolio
Manager and Trader for the Commodities Team, will be leaving the firm in June. He had recently joined the team in
October 2021. CSAM intends to hire an experienced portfolio manager to replace Mr. Calvaruso.

Deutsche Bank DWS — Real Assets — Asoka Woehrmann, Chief Executive Officer, resigned from the firm in June. He
will be succeeded by Stefan Hoops, the current head Of Deutsche Bank’s corporate bank. The firm was raided by
German authorities for allegations of greenwashing, the practice of firms and funds giving misleading claims about
their products or ESG credentials.

LACERA Investments
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Staff Chart of the Month”
Rockiest Start to U.S. Equity Matrket since 2008

Buckle Up
S&P 500 is off to its wildest start to a year since 2008

Percentage of days the S&P 500 has traded in a daily range of at least 1%

- 1 1 0 — : j T ' I
1985 1990 1995 2000 2005 2010 2015 2020

Source: Strategas Securities, LLC Bloomberg

* Submitted by the Risk Reduction and Mitigation team LACERA Investments



Staff Chart of the Month*

|Still A Large Amount of Liquidity in the System

Bond Balances
The Federal Reserve's asset holdings have doubled since March 2020

€10trillion

B Mortgage securities

8

6 B Treasury securities
4

2

0 Other assets

2012 '15 20
Source: Federal Reserve

III, * Submitted by the Risk Reduction and Mitigation team LACERA Investments | 22
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“ Quiet Period for Search Respondents

4.

Custody Bank Search

v’ State Street Bank and Trust Co.

[lliquid Credit Emerging
Manager Program Search

SNENENENEN

BlackRock Alternative Advisors

Blackstone Alternative Asset Management
Cambridge Associates

GCM Grosvenor

Stable Asset Management

OPEB Private Markets
Investments Search

AV N N N N N YN NN

BlackRock Financial Management Inc.
Cambridge Associates LLC

Goldman Sachs Asset Management, L.P.
Hamilton Lane Advisors, LLC

HarbourVest Partners, LLC

J.P. Morgan Asset Management

Morgan Stanley Investment Management
Neuberger Berman Alternatives Advisers, LLC
Pathway Capital Management, LP

StepStone Group Holdings, LLC
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L/Z.CERA

May 24, 2022

TO: Each Trustee,
Board of Retirement
Board of Investments

FROM: Steven P. Rice, CPR
Chief Counsel

FOR: June 1, 2022 Board of Retirement Meeting
June 8, 2022 Board of Investments Meeting

SUBJECT: Approval of Teleconference Meetings Under AB 361 and Government Code
Section 54953(e)

RECOMMENDATION

That, under AB 361 and Government Code Section 54953(e)(3) of the Brown Act, the
Board of Retirement and Board of Investments separately consider whether to find that
the Governor's COVID-19 State of Emergency continues to directly impact the ability of
each Board and its Committees to meet safely in person and that the County of Los
Angeles and other agencies still recommend social distancing such that each Board and
its Committees shall hold teleconference meetings for the next 30 days, so long as the
State of Emergency remains in effect, and direct staff to comply with the agenda and
public comment requirements of the statute. Action taken by each Board will only apply
to that Board and its Committees.

LEGAL AUTHORITY

Under Article XVI, Section 17 of the California Constitution, the Boards have plenary
authority and exclusive fiduciary responsibility for the fund’s administration and
investments. This authority includes the ability of each Board to manage their own Board
and Committee meetings and evaluate legal options for such meetings, such as whether
to invoke teleconferencing of meetings under AB 361 and Government Code Section
54953(e) of the Brown Act to protect the health and safety of Trustees, staff, and the
public. The Boards previously took this action at their meetings since October 2021.
Findings made under this memo will be effective for meetings during the next 30 days, so
long as the State of Emergency remains in effect.

DISCUSSION

A. Summary of Law.

On September 16, 2021, the Governor signed AB 361 which enacted new Government
Code Section 54953(e) of the Brown Act to put in place, effective immediately and through
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December 31, 2023, new teleconferencing rules that may be invoked by local legislative
bodies, such as the LACERA Boards, upon making certain findings and following certain
agenda and public comment requirements.

Specifically, Section 54953(e)(3) provides that the Boards may hold teleconference
meetings without the need to comply with the more stringent procedural requirements of
Section 54953(b)(3) if a state of emergency under Section 8625 of the California
Emergency Services Act impacts the safety of in person meetings or state or local officials
have imposed or recommended social distancing rules, provided that the Board makes
the following findings by majority vote:
(A) The Board has considered the circumstances of the state of emergency; and
(B) Any of the following circumstances exist:
(i) The state of emergency continues to directly impact the ability of the
Trustees to meet safely in person; or
(i) State or local officials continue to impose or recommend measures to
promote social distancing.

If each Board makes the required findings, that Board and its Committees may hold
teleconference meetings for the next 30 days without the need to comply with the regular
rules of Section 54953(b)(3) provided that: agendas are prepared and posted under the
Brown Act; members of the public are allowed to access the meeting via a call-in option
or an internet-based service option; and the agenda provides an opportunity for public
comment in real time and provides notice of the means of accessing the meeting for public
comment.

B. Information Supporting the Required Findings and Process if the Boards
Determine to Invoke Section 54953(e).

The Governor’'s State of Emergency for the COVID-19 pandemic as declared in the
Proclamation of a State of Emergency dated March 4, 2020 remains active. The
Proclamation was issued under the authority of Section 8625 of the California Emergency
Services Act. It is unclear when the State of Emergency will end, although the Governor
recently extended certain COVID-19 emergency provisions only to March 31, 2022 and
has actively terminated other emergency provisions. See Order No. N-21-21, issued
November 10, 2021, Order No. N-04-22, issued February 25, 2022.

The Los Angeles County Department of Public Health maintains guidance to “Keep your
distance. Use two arms lengths as your guide (about 6 feet) for social distancing with
people outside your household when you are not sure that they are vaccinated.”
http://publichealth.lacounty.gov/acd/ncorona2019/reducingrisk/. The County Public
Health Department also maintains guidance that employers should, “Whenever possible,
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take steps to reduce crowding indoors and encourage physical distancing: ... Limit indoor
occupancy to increase the physical space between employees at the worksite, between
employees and customers, and between customers. ... Continue, where feasible to offer
telework options for employees. Offer teleworking options during times of high community
transmission (100 or more new cases per 100,000 persons in the past 7 days). In addition,
at other times, consider offering teleworking arrangements that do not interfere with
business operations to reduce crowding indoors.”
http://publichealth.lacounty.gov/acd/ncorona2019/bestpractices/.

As further indication of the County’s interpretation of the impact of the State of Emergency
on public meetings, at its May 17, 2022 meeting, the Board of Supervisors voted to find
that the State of Emergency remains active and “local officials continue to recommend
measures to promote social distancing” and that the Board of Supervisors shall continue
to hold teleconference meetings under the terms of Assembly Bill 361 and Government
Code Section 54953(¢e)(3).

The City of Pasadena (City), where LACERA’s offices are located and Board and
Committee meetings are held, has substantially revised its guidance to give more
flexibility. The City still offers guidance that businesses recognize that COVID-19
continues to pose a risk to communities, and it is important for employers to continue to
take steps to reduce the risk of COVID-19 transmission among their workers and visitors.
https://www.cityofpasadena.net/economicdevelopment/covid-19-business-resources/.
Earlier guidance promoting physical distancing by business also remains posted on the
City’s COVID web page as a reference. As of the date of this memo, the City Council
continues to hold its meetings by videoconference/teleconference, although some council
members have started to attend in person in the council chambers. At its May 23, 2022
meeting, the City Council voted to extend the video and teleconference meeting process
through June 22, 2022.

The Centers for Disease Control and Prevention (CDC) has recently updated its
guidance, but the CDC still advises the public to “Stay 6 feet away from others” and that,
“Indoors in public: “If you are not up to date on COVID-19 vaccines, stay at least 6 feet
away from other people, especially if you are at higher risk of getting very sick with
COVID-19.” https://www.cdc.gov/coronavirus/2019-ncov/prevent-getting-
sick/prevention.html#stay6ft%20.

Under these circumstances, the Boards may reasonably conclude and find that
teleconferencing under Section 54953(e) is appropriate for Board and Committee
meetings during the next 30 days, so long as the State of Emergency remains in effect,
because (1) the State of Emergency continues to impact the ability of the Trustees to
meet safely in person, or (2) the County and other authorities continue to recommend
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measures to promote a safe workplace, including physical distancing, as required by the
statute. Either finding is sufficient under Section 54953(e) to support continued
teleconference meeting.

If each Board makes these findings and directs teleconferencing under Section 54953(e),
procedures exist and will be implemented to ensure compliance with the agenda and
public comment requirements of the statute, as stated above.

Finally, while the pandemic continues to present a significant health risk, as the virus
presents itself in different variants, LACERA staff returned to the office on May 2, 2022
under hybrid work schedules for most employees, including both on site work and
continued teleworking. The return to office for staff is made under COVID safety protocols,
including vaccination and testing procedures and encouraging masks and social
distancing. When the Boards decide to return to in person meetings, management will
develop protocols for the boardroom, which will present separate safety challenges,
including, for example, the small size of the room, ingress and egress, and public access
and comment requirements.

CONCLUSION

Based on the above information, staff recommends that, under AB 361 and Government
Code Section 54953(e)(3) of the Brown Act, the Board of Retirement and Board of
Investments separately consider whether to find that the Governor's COVID-19 State of
Emergency continues to directly impact the ability of each Board and its Committees to
meet safely in person and that the County of Los Angeles and other agencies still
recommend social distancing such that each Board and its Committees shall hold
teleconference meetings for the next 30 days, so long as the State of Emergency remains
in effect, and if so, direct staff to comply with the agenda and public comment
requirements of the statute. Action taken by each Board will only apply to that Board and
its Committees.

C: Santos H. Kreimann Luis Lugo JJ Popowich
Jonathan Grabel Laura Guglielmo Carly Ntoya
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May 20, 2022

TO: Each Trustee,
Board of Retirement
Board of Investments

FROM: Joint Organizational Governance Committee
Herman B. Santos, Chair
David Green, Vice Chair
Elizabeth Greenwood
James P. Harris
Shawn R. Kehoe
William R. Pryor
Antonio Sanchez
Gina V. Sanchez

FOR: June 1, 2022 Board of Retirement Meeting
June 8, 2022 Board of Investments Meeting

SUBJECT: Approval of the Revised LACERA Budget Policy

RECOMMENDATION

That the Board of Retirement (BOR) and Board of Investments (BOI) approve
the revised LACERA Budget Policy, attached, and review it annually as a
companion to the adoption of the Administrative, Retiree Healthcare Benefits
Program and Other Post-Employment Benefits Trust Budgets.

SUMMARY

At its November 4, 2021 meeting, the Joint Organizational Governance
Committee (JOGC) directed staff to consider developing a written budget
adjustment policy. LACERA's Budget Policy was last updated in 2009. It has a
more limited scope, references an out-of-date statutory authority, lacks
sufficient detail in some areas, and reflects a bureaucratic process that may
not meet LACERA’s current and future needs. Staff reviewed sample policies
from other systems and developed a new draft policy to modernize and
provide greater clarity to the budget development and control processes. On
April 22, 2022, the JOGC reviewed the revised policy as proposed by staff and
recommend the Board of Retirement and Board of Investments adopt the
Revised LACERA Budget Policy presented by staff. Because of the substantial
nature of the changes, staff chose not to redline the prior policy. Both the new

4.
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draft policy proposed for your consideration and the current 2009 version are
attached.

Proposed updates include:

« Expand scope to include the Retiree Healthcare Program Budget and the
Other Post-Employment Benefits (OPEB) Trust as well as the
Administrative Budget.

o Update the legal authority section to reflect the current statutory
sections.

o Add definitions of terms.

o Update the budget development process to add more detail and include
the role of the Audit Committee’s review of the Internal Audit Division’s
budget.

« Update language regarding the Boards’ authority to appropriate funding,
including proposing protocols for increasing appropriations within the
statutory limits and renaming the “contingency fund” to “unallocated
statutory appropriation balance.”

« Create a protocol for a mid-year budget review and update protocols for
budgetary control reviews.

« Grant the Chief Executive Officer (CEO) greater flexibility to transfer
appropriations within the Boards’ statutory authority.

e Pre-fund the OPEB trust utilizing budgetary savings.

Of these proposed changes, three warrant greater discussion and
explanation:

The Boards’ Authority to Appropriate Funding

Government Code Section 31580.2 of the County Employees Retirement Law
requires that a budget covering the entire expense for the administration of
the retirement system, shall be adopted by the Boards annually, and shall be
charged against the earnings of the retirement fund. The expense incurred in
any year may not exceed twenty-one hundredths of one percent (0.21%) of
the accrued actuarial liability of the retirement system.

Each year as part of the budget process, staff calculates the statutory limit
that the Boards may appropriate. Historically, the difference between the
funds appropriated to meet the organization’s operational needs and the
statutory appropriation limit established by Government Code Section
31580.2 has been called the “Contingency Fund.” Staff would request the
Boards approval to utilize this "Contingency Fund” when expenses exceeded
the budgeted levels for a particular account.
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This past practice is no longer recommended. Instead, the CEO should make
budgetary adjustments between accounts and major fund categories
throughout the vyear with the goal of avoiding additional budgetary
appropriations whenever possible. See discussion of the proposed new
flexibility for the CEO to transfer appropriations in the section below.

In addition, it is recommended that LACERA move away from using the term
“Contingency Fund” to reflect the difference between the funds appropriated
to meet the organization’s operational needs and the statutory appropriation
limit established by Government Code Section 31580.2, and instead use the
term “Unallocated Statutory Appropriation Balance.” In budgetary practices,
the term “Contingency Fund” generally refers to funds appropriated for
unanticipated expenditures. However, the Boards do not appropriate these
funds as part of the annual budget. Should it be determined that the budget
is insufficient to address an emergent need, staff will bring a mid-year budget
adjustment to the Boards for consideration, and the Boards may appropriate
additional fund not to exceed the amount specified in the Unallocated
Statutory Appropriation Balance for that fiscal year.

Flexibility for the CEO to Transfer Funds

LACERA’s Administrative Budget has two major accounts, Salaries and
Employee Benefits (S&EB) and Services and Supplies (S&S). The current
Administrative Budget Policy grants the CEO the authority to transfer funds
between line items within a major account (such as between Office Supplies
and Postage) but requires approval of the Boards to transfer funds across
major accounts, such as from Salaries to Professional Services. There is no
discussion of transfer limits in the current policy.

The CEO is a fiduciary and has broad executive responsibilities to manage and
operate the organization. As such, he should be granted commensurate
authority to make necessary financial adjustments to meet the organization’s
needs in a timely manner. Without such authority, the CEO risks violating
policy to address urgent matters that may not rise to the level of an
“emergency,” or not acting timely, exposing the organization to unnecessary
risks or higher costs.

It is proposed that such authority be limited to $1 million for transfers across
major funds, and that all transfers be communicated to the Boards at the next
meeting after such a transfer. The budget adjustment should also be noted in
the regular budget control reports. The CEO would not have the ability to
increase permanent staffing or to exceed the funding appropriated by the
Boards. The Boards would retain that authority within the limits of their
statutory authority outlined in Government Code Section 31580.2.
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Use of Budgetary Savings to Pre-Fund the OPEB Trust

LACERA provides healthcare benefits to its employees and pays premiums
each month on a pay-as-you-go basis. However, the pay-as-you-go approach
results in an ongoing liability that cannot be fully absorbed within the working
lifetime of the member, resulting in intergenerational inequity. To address this
problem, in FY 2012 - 2013, the County and LACERA_established a trust to
pre-fund their Retiree Healthcare Benefits Program and the Superior Court
established its trust in FY17. Each agency’s trust funds are reported separately
in their financial statements. The Board of Investments of LACERA serves as
the trustee and investment manager for the trusts.

In addition to the monthly pay-as-you-go premium costs for its employees,
LACERA also makes a quarterly contribution to paydown the future OPEB
liability at a rate proportional to that of Los Angeles County. As of the July 1,
2020, valuation date, the most recent available, the OPEB program has a
funded ratio of 7.0% and an unfunded accrued actuarial liability (UAAL) of
more than 200%.

To achieve our goal of intergenerational equity more quickly, it is
recommended that some or all year-end budgetary savings be used at the
discretion of the CEO to make additional OPEB contributions. Such funds are
already appropriated by the Boards and, if used to pay down the OPEB liability
in the same fiscal year that the savings are realized, will result in long term
savings to the fund through reduced future OPEB contributions. The County
of Los Angeles is also looking at strategies to reduce its OPEB liability more
quickly.

CONCLUSION

As outlined above, the proposed changes to the Budget Policy will help guide
LACERA's fiscal and budgetary activities in a sound and reasonable manner.
Therefore, the JOGC recommends the Board of Retirement (BOR) and Board
of Investments (BOI) approve the revised LACERA Budget Policy, attached,
and review it annually as a companion to the adoption of the Administrative,
Retiree Healthcare Benefits Program and Other Post-Employment Benefits
Trust Budgets.

SK:LL:LG
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ATTACHMENT A

LZCERA

LACERA BUDGET POLICY

Responsible Manager: Laura Guglielmo, Assistant Executive Officer
Original Effective Date: 05/20/2009 Last Updated:

Mandatory Review: Annually

Approval Level: Board of Retirement and Board of Investments

1. PURPOSE

This document sets forth the fiscal policy to ensure LACERA’s budgeting practices
are in accordance with prudent fiscal management for the allocation and utilization of
resources to meet the organization’s mission and vision. The policy also serves to
increase the transparency of our budgeting process, which ensures stakeholders and
members have insight into how we manage their funds and meet fiduciary obligations.

LACERA's budget encompasses three components: The Administrative Budget, the
Retiree Healthcare (RHC) Budget, and the Other Post-Employment Benefits (OPEB)
Trust.

The objective of this policy is to set out the budgeting principles and timeline for the
preparation of the budget and the process and responsibilities for the review, approval,
and implementation of all three components of the budget.

LEGAL AUTHORITY

Government Code Section 31580.2 of the County Employees Retirement Law
requires a budget covering the entire expense for the administration of the retirement
system, shall be adopted by the Boards annually, and shall be charged against the
earnings of the retirement fund. The expense incurred in any year may not exceed
twenty-one hundredths of one percent (0.21%) of the accrued actuarial liability of the
retirement system.

Government Code Section 31596.1 provides that the expenses of investing its
moneys, securing custodial bank services, securing actuarial services for the annual
valuation and triennial experience study, and securing attorney services to assist with

4.


https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=GOV&sectionNum=31580.2.
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investment matters shall not be considered a cost of administering the system. As
such, these costs are not included in the Administrative Budget and are identified as
“non-administrative expenses.”

Section 31596.1 also provides that the cost of internal legal representation secured
by the Board of Retirement and Board of Investments under Government Code
Section 31529.1 for services previously performed by County Counsel are not
administrative costs. Section 31529.1 provides that such legal representation is
limited to one-hundredth of 1 percent of system assets in any budget year, except that
investment legal expenses under Government Code Section 31607 are not limited.

Government Code Section 31580.2(b) provides that expenditures for computer
software, computer hardware, and computer technology consulting services in
support of these computer products.

Government Code Sections 31691 and 31694 provide that the expenses of
administering the RHCBP program and OPEB Trust may not be made from assets of
the retirement fund. Therefore, such costs should be part of the pension system’s
administrative budget.

2. SCOPE

This Policy applies to the development, preparation, and implementation of all three
components of LACERA’s budget in accordance with County Employees Retirement
Law (CERL).

Any exceptions to this Policy must be approved by the Board of Retirement and Board
of Investments.

3. DEFINITIONS

Administrative Budget: LACERA'’s annual Administrative Budget consists of two
components: Salaries and Employee Benefits, and Services and Supplies.

Appropriation: Funds set aside for specific purposes outlined in the Adopted Budget.

Budget: The annual financial plan that outlines the resources and revenue needed to
achieve LACERA'’s work plan to meet its mission and vision.

Fiscal Year: LACERA's fiscal year begins on July 1 and concludes on June 30%.
LACERA shall follow a naming convention referencing the fiscal year ending date, for
example, FY23 for the fiscal year ending June 30, 2023.

Information Technology Coordination Council (ITCC): Oversight body responsible
for significant technology and system recommendations for incorporation into the
Proposed Budget. Established to ensure the efficient and effective use of technology,
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collaboration across the organization, and to ensure that strategic plan goals are
achieved.

Non-Administrative Expenses: Expenses excluded from the Administrative Budget
as specified in Government Code Section 31596.1.

Other Post-Employment Benefits (OPEB) Trust: Trust funds established by Los
Angeles County, LACERA and the Superior Court to pre-fund their Retiree Healthcare
Benefit Program.

Retiree Healthcare Benefits Program (RHCBP) Budget: The RHCBP Budget
reflects the resources and revenue required to administer retiree healthcare benefits
to eligible members. These costs are funded through a monthly administrative fee via
healthcare premiums, charged to program participants, or the plan sponsor if the
member’s benefit is fully subsidized.

Statutory Appropriation Limit: The limit of the Boards’ authority to appropriate
funds to administer the retirement system established by Government Code Section
31580.2. Currently twenty-one hundredths (.21) of one percent, of the Actuarial
Accrued Liability of the retirement fund.

Unallocated Statutory Appropriation Balance: The difference between the funds
appropriated to meet the organization’s operational needs and the statutory
appropriation limit established by Government Code Section 31580.2.

4, POLICY STATEMENT

This document sets forth the fiscal policy for the administration of LACERA’s budget
to ensure that the budgeting practices of the organization maintain a fiscally
sustainable balanced budget that recognizes the fiduciary duty owed to our members.
LACERA'’s budget encompasses three components: The Administrative Budget, the
Retiree Healthcare (RHC) Program Budget and the Other Post-Employment Benefits
(OPEB) Trust.

The obijective of this policy is to set out the principles and timeline for the preparation
of the budget and the process and responsibilities for the preparation, review,
approval, and implementation of all three components of the budget.

4.1 Administrative Budget

The Administrative Budget reflects the resources needed to achieve the
organization’s work plan, strategic goals, and operational activities in support
of pension administration and investment of plan assets required to deliver
retirement benefits for LACERA members and beneficiaries. It consists of two
primary components: Salaries and Employee Benefits (S&EB) and Services
and Supplies (S&S).



S&EB costs consist of ongoing personnel costs for the organization, including
salaries for permanent and temporary staff, overtime, and variable benefits.
Variable benefits include retirement costs (pension, 457, and 401K plan costs),
health insurance, OPEB contributions and other employee benefits.

S&S costs reflect the daily operational needs of the organization. Some
examples include building expenses (rent, maintenance, insurance),
information technology needs, professional and specialized services, legal
fees, office supplies and equipment, education, travel, and insurance.

4.2 Retiree Healthcare (RHC) Benefits Program Budget

The Retiree Healthcare Benefits Program provides health care benefits to
LACERA membership on behalf of our Plan Sponsors. The insurance
premiums are born solely by the participants of the plan, or the Plan Sponsor if
the employee is eligible for such benefit. LACERA trust funds are not used for
premium payments or for the administration of the Program. The direct costs
and variable overhead costs associated with the administration of the RHC
Benefits Program are charged to our members and plan sponsors via an
administrative fee. These administrative fees are added to the monthly
premium costs and are not included in the Administrative Budget.

There are four categories of expenses for the RHC Benefits Program:

e Direct Costs of Salaries and Employee Benefits
e Direct Services and Supplies

e Indirect Salaries and Employee Benefits

e Indirect Services and Supplies.

Indirect Salaries and Employee Benefits and Indirect Services and Supplies
reflect the program’s pro-rata share of internal LACERA support functions such
as Administrative Services, Information Technology and Human Resources.

4.3 Other Post-Employment Benefits (OPEB) Trust Budget

The County of Los Angeles (County), LACERA, and the Superior Court (Court)
utilize an OPEB Trust to pre-fund the Retiree Healthcare Program benefits. In
FY 2012-2013, the County and LACERA established a trust to fund their
program and the Court established its trust in FY 2016-17. Each agency’s trust
funds are reported separately in their financial statements. The Board of
Investments of LACERA serves as the trustee and investment manager for the
trusts.

The Trust Agreements stipulate that “... the Trustee (LACERA) shall be entitled
to payment or reimbursement of all of its reasonable and appropriate expenses
incurred in administering or investing the Trust...” As such, LACERA seeks
payment directly from the County and the Court to fund the OPEB Trust. To



5.

avoid the OPEB Trust assets being co-mingled with retirement fund assets,
LACERA maintains separate accounting of the costs associated with
administering the OPEB Trust.

There are four categories of expenses of the OPEB Trust: Direct Costs of
Salaries and Employee Benefits; Direct Services and Supplies; Indirect
Salaries and Employee Benefits; and Indirect Services and Supplies. These
expenses are allocated between the County, LACERA and the Court based on
an agreed upon methodology. At the close of each fiscal year, actual costs are
reconciled, and variances are credited or debited to each entity.

PROCESS

The budget process consists of activities that encompass the development,
implementation, and evaluation of the annual financial plan for the allocation of
resources to support and accomplish goals and strategic initiatives.

5.1 Budget Preparation and Development

It is the responsibility of LACERA management to develop and prepare an
annual budget in accordance with responsible fiscal management for the
allocation and utilization of resources to meet the organization’s mission, vision,
and values.

5.2 Criteria

LACERA Management develops the annual proposed budget reflecting the
enterprise priorities established through the LACERA Strategic Plan. Criteria used
by the organization to prioritize resources for the budget include, but are not limited
to:

e Alignment with the Strategic Plan

e Mitigating risk

e Compliance with legally mandated requirements

e Technological advancements to support staff and improve
service and offerings to our members

¢ Identifying opportunities for cost efficiencies

e |dentifying opportunities to improve service to members

o Staff development and succession planning

e Direction of the LACERA Board of Retirement and/or Board
of Investments



5.3 Alignment with Strategic Plan

The first step in developing a budget is to consider what the organization expects
to achieve in the upcoming fiscal year. The organization’s Strategic Plan lays out
its strategic goals, objectives, and action plans toward achieving the organization’s
mission, vision, and values. Those goals and objectives identify responsibilities,
timelines, and the metrics that will be used to determine if the goal or objective has
been met. As part of the budget development process, it is the responsibility of
LACERA Trustees and Management to ensure that the organization’s budget, or
financial plan, allocates the appropriate resources to achieve its strategic goals
and objectives within the specified time frame.

5.4 Annual Budget Development and Approval Calendar

Date

Activity

By November 30

¢ Executive Office and Management will
review Strategic Plan initiatives for
alignment with the upcoming Fiscal Year
budget development cycle.

e Administrative Services Division will
provide each Division Manager a budget
package with instructions for completing
their proposed budget for the upcoming
fiscal year, a budget preparation timetable
with specific deadlines, and a schedule of
meeting dates with the Budget Unit and a
schedule of meeting dates with the
Executive Office.

December

The Budget Unit with a representative from
Human Resources, meets with Division
Managers to provide guidance in the
development of their budget requests.

By January 15

Division Managers will submit their proposed
budget to the Budget Unit.

By February 15

The Executive Office will meet with each Division
Manager to discuss the Division’s needs and
provide direction to the Division Managers and
Budget Unit.

February Audit Committee review of Internal Audit
Proposed Budget
By Mid-April The Budget Unit will prepare and distribute the

preliminary Administrative, RHC, and OPEB




Trust Budgets to all Trustees and Division

Managers.

April and May e Present preliminary budget to JOGC for
review and input

e Conduct budget hearings with all Trustees
for final direction to staff

By June 30 Board of Retirement and Board of Investment

approve final budget

5.5 Budget Adoption

The Board of Retirement and Board of Investment (“Boards”) have the joint
responsibility to approve the enterprise-wide budget and resource allocations
for all funds by June 30. The Boards have created the Joint Organizational
Governance Committee (JOGC), to provide oversight over the budget
preparation. The Preliminary Budget is presented to the JOGC in April for its
review. Staff incorporates direction from the JOGC and the JOGC's
recommendations are presented to both Boards during annual Budget
Hearings in May. Staff incorporates additional Board direction into a Proposed
Budget. The Boards independently take action to approve and adopt a Final
Adopted Budget by June 30th.

5.6 Budget Appropriation

The Final Adopted Budget reflects the funds appropriated, or set aside, for
specific purposes. For LACERA, funds are appropriated for two primary
purposes, Salaries and Employee Benefits, and Services and Supplies.
Government Code Section 31580.2 states the annual budget for administrative
expenses of a retirement system established under CERL may not exceed
twenty-one hundredths (.21) of one percent of the Actuarial Accrued Liability
(AAL) of the retirement system. Each year, LACERA'’s statutory appropriation
limit is identified in the Adopted Budget.

To the extent funding appropriated as part of the budget is less than the
statutory appropriations limit, the Boards may, take specific action at any point
during the fiscal year, to appropriate additional funds, not to exceed the
maximum amount established by statute. LACERA’s budgeting process
includes a Mid-Year Budget Adjustment proposal to facilitate changes in
priorities, goals, or economic conditions. The difference between the funds
appropriated to meet the organization’s operational needs and the statutory
appropriation limit shall be referred to as the “Unallocated Statutory
Appropriation Balance.”



5.7 Budget Monitoring and Reporting

Budget Unit staff monitor and analyze Division and enterprise-wide
expenditures throughout the year, consult with Division Managers to identify
planned expenditures and project full year under/over expenditures by Division
and compare those estimates against the Adopted Budget. Significant
budgetary variances are discussed and explained.

Budget Control Reports are prepared and provided to all Trustees and
Management Staff on an outlined schedule within the fiscal year. These reports
include year to date expenditures and projected expenditures compared to the
budget. Budget adjustments impacting staffing levels or exceeding the CEQO’s
authority shall be approved by the Boards.

This budget monitoring and control activity occurs concurrently while the
Proposed Budget for the upcoming fiscal year is being developed.

5.8 Mid-Year Budget Review

By December 1, LACERA Executive Management will assess and evaluate
the adequacy of the personnel and other resources included in the Final
Adopted Budget and make recommendations to the JOGC for adjustments,
if necessary. JOGC recommendations shall be considered for approval by
the Boards.

5.9 Mid-Year and Year-End Adjustments Within the Administrative
Budget

As part of LACERA’s budget monitoring and reporting activities, it may
become necessary to amend the Final Adopted Budget. Amendments may
take the form of transferring appropriations between line items within a
major account, transferring appropriations between major accounts, or
increasing total appropriations within the statutory limits established by
Government

5.10 Transferring Appropriations

LACERA'’s Administrative Budget has two major accounts, Salaries and
Employee Benefits (S&EB), and Services and Supplies (S&S).

Within each major account are several line items with individual
appropriations. The CEO has the authority to transfer appropriations not to
exceed $1 million across major accounts and has full discretion and
authority to transfer appropriations between line items within each major
account. The CEO shall notify all Trustees of such actions at the next
meeting of the Board and as part of the routine Budget Control Reporting.

5.11 Pre-funding OPEB with Budgetary Savings



LACERA participates in the OPEB Trust as a “contributing employer” and
funds its employees’ program benefits on a pay-as-you-go basis, funding
actual monthly premium costs. It also makes a quarterly contribution to
paydown the future OPEB liability at a rate equal to that of Los Angeles
County. It is LACERA’s objective to fund these program benefits within the
working lifetime of the program beneficiaries so as maintain
intergenerational equity. To achieve intergenerational equity more quickly,
some or all year-end budgetary savings may at the discretion of the
LACERA CEO be used to make an additional OPEB contribution by June
30 of the year in which the funds were budgeted. Such additional OPEB
contributions may be up to but may not exceed that year’s budgeted OPEB
contribution.

5.12 Increasing Total Appropriations

Should unanticipated expenditures be required during the fiscal year
beyond the total Adopted Budget amount, the Unappropriated Statutory
Appropriation Balance is available. This balance represents the difference
between the total statutory appropriation limit established under CERL and
the Final Adopted Budget. To utilize these unappropriated funds, both
Boards must approve a budget amendment, increasing the total annual
appropriation.

6. Audit Committee Oversight of Internal Audit

LACERA's Internal Audit Division provides independent and objective assurance services
and consulting services to assist the organization achieve its mission by improving our
effectiveness of governance, risk management and control processes. To protect its
independence, the Internal Audit Division reports to the Audit Committee of the Boards
with functional reporting to the Chief Executive Officer. The Audit Committee reviews and
approves Internal Audit’s Proposed Budget in February, which is then incorporated into
LACERA'’s Administrative Proposed Budget reviewed by the JOGC in April.

7 HISTORY
a. Approvals
b. Current Status
c. Versions
i. This policy was last updated on May 20, 2009



ATTACHMENT B

POLICY DIRECTIVE

ADMINISTRATIVE BUDGET

LACERA'’s Board of Retirement and Board of Investments (the Boards) have the
exclusive responsibility to administer the system in a manner that will assure
prompt delivery of benefits and related services to the participants and their
beneficiaries. To facilitate meeting this responsibility, LACERA uses a budgetary
process to plan and defray the expenses of administering the system. This
policy defines LACERA'’s administrative budget process.

Legal Requirement

Government Code Section 31580.2, of the County Employees Retirement Law,
requires a budget, covering the entire expense for the administration of the
retirement system, shall be adopted by the Boards annually, and shall be
charged against the earnings of the retirement fund.

Budget Preparation

* Annually, no later than December 1, each Manager (defined as the head of
any distinct organizational unit) will be provided a budget package containing
a proposed budget, a budget preparation timetable, and a schedule of
meeting dates between each Manager and the Executive Office.

* By February 1 of each year, the Manager will submit their proposed budget to
the budget staff.

* A meeting between each Manager and the Executive Office, held in February
of each year, will allow for the opportunity to discuss the organization’s goals,
future program plans, and staffing needs in relation to their proposed budget.

» The Executive Office will meet with the budget staff no later than March 1, if
necessary, to discuss any changes to the proposed budget based on the
Manager meetings.

» Budget staff will prepare and distribute the proposed Administrative Budget to
all board members and managers, no later than April 15.

Budget Adoption

Board members will be invited to open hearings during April and/or May to
discuss the proposed Administrative Budget with the managers. Any requested
revisions are completed and discussed at subsequent budget deliberation
hearings/meetings.

5/20/09



A recommendation for approval of the Administrative Budget will be placed on
the agenda at each Board of Retirement and Board of Investments meeting prior
to June 30.

Budget Appropriation

Beginning with the 2009-2010 fiscal budget, Government Code Section 31580.3
shall be used to determine the budget appropriation for the LACERA
Administrative Budget. This section shall remain in effect until January 1, 2013,
the date that it is repealed (unless a later enacted statute is enacted before this
date that would delete or extend this date).

Government Code Section 31580.3 limits the annual administrative expense to
twenty-three hundredths of one percent of the total assets of the retirement
system (Total Budget Appropriation). While Proposition 162 requires the Boards
to defray all reasonable expenses of administering the system, it is the intent of
the Boards to remain within the appropriation limit of twenty-three hundredths of
one percent of the total assets of the retirement system, as defined in
Government Code Section 31580.3

Government Code Section 31529.1 allows the Boards to elect to secure legal
representation from other than the county counsel. The cost of the legal
representation shall not exceed one-hundredth of one percent of the system
assets in any budget year.

To determine the Total Budget Appropriation, the total fair market value of the
retirement system’s assets as of the prior calendar year end are projected
forward to December 31 of the current calendar year. This projected value is
then multiplied by twenty-three hundredths of one percent (for the Statutory
Budget Appropriation) and one-hundredth of one percent (for the Legal
Representation Appropriation) the sum of these two appropriations establishes
the Total Budget Appropriation.

The Total Budget Appropriation is comprised of two major components: the
Operating Budget (derived from the divisional budget requests) and the
Budgetary Contingency Fund. The Budgetary Contingency Fund is the
difference between the Total Budget Appropriation and the Operating Budget.

Budgetary Contingency Fund

The Budgetary Contingency Fund is available for unanticipated expenditures that
may occur during the year. The respective board must approve funding for
material over expenditures of previously budgeted items and previously
unbudgeted expenditures.



Transfer of Funds Within the Operating Budget

Funding transfers between the major accounts, Salaries and Employee Benefits
and Services and Supplies in the Operating Budget, must be approved by the
Boards.

Budget Monitoring and Reporting

Budget staff monitors and analyzes departmental year-to-date expenditure
information throughout the year; receives input from the Managers concerning
any anticipated over/under expenditures; and prepares full year expenditure
projections for each organizational unit. Significant budget variances are
discussed and resolved with each Manager.

Budget Control Reports are prepared and provided to all Board members and
management staff for review throughout the year. Subsequently, the Board of
Retirement’s Operations Oversight Committee and Managers discuss these
reports in open public meetings.

NON-ADMINISTRATIVE EXPENSES
Investments, Actuarial Services, and Attorneys

As provided in Government Code Section 31596.1, the expenses of investing its
moneys, securing custodial bank services, securing triennial actuarial services,
and securing attorney services shall not be considered a cost of administering
the system. As such, these costs are not included in the Administrative Budget.

Retiree Health Care Benefits Program

Our Retiree Health Care Benefits Program provides health care benefits to our
membership on behalf of our plan sponsor, the County of Los Angeles. The
insurance premiums are born solely by the participants of the plan and Los
Angeles County. LACERA trust funds are not used for premium payments. The
direct costs and variable overhead costs associated with the administration of the
Retiree Health Care Benefits Program are charged against the premium
payments and, as such, are not included in the Administrative Budget.



LZCERA

May 20, 2022

TO: Each Trustee,
Board of Retirement
Board of Investments

FROM: Joint Organizational Governance Committee
Herman B. Santos, Chair
David Green, Vice Chair
Elizabeth Greenwood
James P. Harris
Shawn R. Kehoe
William R. Pryor
Antonio Sanchez
Gina V. Sanchez

FOR: June 1, 2022 Board of Retirement Meeting
June 8, 2022 Board of Investments Meeting

SUBJECT: Approval of Fiscal Year 2022-2023 Administrative, Retiree
Healthcare Benefits Program and Other Post-Employment Benefits
Trust Budgets

RECOMMENDATION

That the Board of Retirement (BOR) and the Board of Investments (BOI) adopt
the LACERA Fiscal Year (FY) 2022-2023 Administrative, Retiree Healthcare
Benefits Program and Other Post-Employment Benefits Trust Budgets.

LEGAL AUTHORITY

County Employees Retirement Law (CERL) Section 31580.2 grants Joint
Boards authority to approve a budget no greater than 21 basis points of the
Actuarial Accrued Liability (AAL) by June 30. The Joint Boards have the
fiduciary duty under the California Constitution Article XVI, Section 17(a) to
remember that “"The assets of a public pension or retirement system are trust
funds and shall be held for the exclusive purposes of providing benefits to
participants in the pension or retirement system and their beneficiaries and
defraying reasonable expenses of administering the system” and the
fiduciary duty under Section 17(b) “to discharge their duties with respect to

4.



Re: Approval of the FY 2022-2023 Budget
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the system solely in the interest of, and for the exclusive purposes of providing
benefits to, participants and their beneficiaries, minimizing employer
contributions thereto, and defraying reasonable expenses of
administering the system. A retirement board’s duty to its participants and
their beneficiaries shall take precedence over any other duty.”

The Boards’ fiduciary duty is a three-legged stool, one leg of which is
“defraying the reasonable expenses of administering the system.” This duty
is exercised most directly in reviewing and approving the budget.

INTRODUCTION

In accordance with its Charter and LACERA'’s Budget Policy, on April 22, 2022,
the Joint Organizational Governance Committee (JOGC) considered the FY
2022-2023 Administrative, Retiree Healthcare Benefits Program and Other
Post-Employment Benefits Trust Budgets and now brings them forward to the
Boards for adoption.

SUMMARY

The preliminary Administrative Budget for FY 2022-2023 represents the fiscal
plan for achieving our administrative and operational objectives of: continuing
to simplify and improve LACERA’s business practices by implementing modern
technology; assessing and updating our existing policies and procedures;
identifying and reducing enterprise-wide risk; investing and safeguarding
pension assets; and investing in our workforce. While it is a best practice for
organizations to develop their budget in tandem with their strategic plan as
companion documents, LACERA’s strategic planning effort is underway.
Regardless, the FY 2022-2023 preliminary_Administrative Budget is aligned
with LACERA’s well-established operational priorities. Specifically, the
preliminary budget allocates resources to enable LACERA to:

« Develop and begin implementing our next strategic plan in a
manner that engages trustees, staff, and members and creates
agency at all levels of the organization toward our collective
success.

o Continue to identify and implement modern technology tools that
enable staff to fulfill efficiently and effectively fulfil their mission
and provide a better member experience.

« Implement a robust hiring plan to attract and onboard highly
qualified staff to minimize vacancies and support existing staff in
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the delivery of member services and create a positive work culture
and professional business environment.

« Prepare for succession by engaging staff and investing in their
professional development.

o Support the investment team on the implementation of the Asset
Allocation Strategy approved by the Board of Investments.

e Minimize risk and improve resiliency in all aspects of the
organization.

LACERA ADMINISTRATIVE BUDGET

The LACERA Administrative Budget is composed of two components, Salaries
and Employee Benefits (S&EB), and Services and Supplies (S&S). The total
Preliminary LACERA Administrative Budget for Fiscal Year (FY) 2022-2023 is
approximately $127.8 million an increase of approximately $13 million or
11.3% above the FY 2021-2022 approved budget of $114.8 million.

Salaries and Employee Benefits

The S&EB portion of the FY 2022-2023 Preliminary Administrative Budget is
approximately $98.4 million, $11.2 million or 12.8% above FY 2021-2022
approved levels.

This increase is primarily attributed to the following:

e Cost of living adjustments (COLA) recently approved by the Boards
of Retirement and Investments (the Boards) retroactive to January
1, 2022, and assumed to be paid in FY 2022-2023

e Benefit increases negotiated by the County

e Merit and salary step increases

e Full year funding for partially funded vacant positions filled or
anticipated to be filled before June 30t

e Agency temporary staff while we work toward filling vacant positions

e 19 proposed new positions — partial year funding

Services and Supplies
The S&S portion of the FY 2022-2023 Preliminary Administrative Budget is
approximately $29.4 million, $1.8 million or 6.5% above the FY 2021-22
approved levels.
This increase primarily reflects the following:

e Inflationary cost increases for insurance, rent, panel physician and

related disability process medical expenses, and legal fees
e Strategic planning consulting
e Specialized recruitment and testing services



Re: Approval of the FY 2022-2023 Budget
May 20, 2022
Page 4 of 6

e Information technology security services
RETIREE HEALTH CARE BENEFITS PROGRAM (RHCBP) BUDGET

The RHCBP administers healthcare benefits to our membership on behalf of
our plan sponsors. The healthcare premiums are borne solely by the plan
participants or plan sponsor if eligible for such coverage. The direct costs and
variable overhead costs associated with administering the program are
included with the monthly premium payments and the administrative fee
charged covers these support costs.

The total RHCBP Preliminary Budget for 2022-2023 is approximately $11.3
million, a decrease of $78,000 or - 0.7%.

Salaries and Employee Benefits

The S&EB portion of this budget is approximately $5.2 million, $100,000 less
than FY 2021-2022. Despite negotiated salary increases, total S&EB costs are
decreasing due to cuts in temporary staff. At the beginning of 2021-2022,
RHC had a high rate of staff vacancies and added several new positions to
address significant increases in workload. As many of these positions have
been filled, or anticipated to be filled by mid-year, RHC expects to decrease
its reliance on agency temporary staff, which are more costly to LACERA to
employ due to agency overhead.

Services and Supplies

The S&S portion of this Preliminary Budget is approximately $6.1 million,
$23,000 or 0.4% more than FY 2022-2023. While inflationary increases are
anticipated in some areas, travel and office supplies are reduced to reflect
expected operational shifts post COVID-19.

OTHER POST-EMPLOYMENT BENEFITS (OPEB) TRUST BUDGET

The OPEB Trust was established by Los Angeles County and LACERA to pre-
fund retiree healthcare benefits costs to reduce future liabilities. The Superior
Court later joined the trust and began making payments to the OPEB Trust.
LACERA's Board of Investments is the trustee and investment manager for the
fund. Each agency’s trust assets are separately reported on financial
statements

The trust agreements stipulate that LACERA shall be entitled to
reimbursement for all its reasonable and appropriate expenses incurred in
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administering or investing the trust. This Preliminary OPEB Trust Budget
reflects these needs for FY 2022-2023.

The total Preliminary OPEB Trust Budget for FY 2022-2023 is $672,000, a
decrease of $11,000 or -1.7%. The S&EB portion reflects a decrease of
approximately $14,000 or -1.7%, while S&S increased by approximately
$3,000 or 1.5%. Staff costs are based on estimates of direct staff time spent
supporting OPEB as well as a proportionate amount of support received from
Systems, Human Resources and Administrative Services divisions.

DISCUSSIONS

In addition to the JOGC, all Trustees were invited to participate in a Budget
Hearing on May 16, 2022 affording them another opportunity to ask in depth
questions of staff and exercise due diligence in the budget process.

General topics of discussion included:
e Staff vacancies and recruitment plans
e Effectiveness of the LACERA Intern Program and opportunities to
make it more effective
e Why LACERA uses cash-based accounting instead of encumbrance
(accrual-based) accounting typically used in Government.
e What happens to unspent appropriations at the end of the FY

Trustees also made suggestions for improving the information provided which
staff will incorporate into future budget presentations including:

e Comparison of the current FY Adopted Budget, adjusted or Amended
Budget and upcoming FY Preliminary Budget to highlight significant
variances and changes over time

e Summarize investments in CyberSecurity

e Additional detail or explanation for Non-Administrative Expenses
related to Investment performance and other fees

For more detailed information about the discussion, please refer to the JOGC
minutes of April 22, 2022, and the recording of the Budget Hearing on May
16, 2022.

CONCLUSION
Based on the above information and attached documents, the JOGC

recommends the Board of Retirement (BOR) and Board of Investments (BOI)
adopt the preliminary FY 2022-2023 Administrative, Retiree Healthcare
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Benefits Program and Other Post-Employment Benefits Trust Budgets.
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AGENDA

»Management’s Philosophy in Developing the Budget
»Budget Policies that Guide and Direct Us

»Budget Development Process

»2021-2022 Accomplishments & 2022-2023 Planned Initiatives
» Administrative Budget

» Retiree Healthcare Benefits Program Budget

»OPEB Trust Budget

Los Angeles County Employees Retirement Association
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Leadership Philosophy = Improve and Simplify

e Modern Technology

* Improving Member Experience
 Reducing enterprise risk

* |nvesting in Workforce

e Safeguarding Assets

Characteristics of a Growth Mindset?

* Embrace and adapt to change
 Work through obstacles with resilience
 Desire and openness to learning

Our Formula for Success

* View failure as lessons and opportunities

Strong work ethic modeled through effort
Collaborative and supportive philosophy

Los Angeles County Employees Retirement Association

Dweck, Carol. (2016, January, 13) What Having a “Growth Mindset” Actually Means
Harvard Business Review: What Having a “Growth Mindset” Actually Means (hbr.org) 3



https://hbr.org/2016/01/what-having-a-growth-mindset-actually-means

Organizational Focus

Technology - Modernizing our technology to simplify and improve our
operations

People — Ensuring we recruit, develop and retain a well qualified
workforce

Processes - Challenging the status quo, listening to our stakeholders,
and preparing for and implementing change to provide better service

Los Angeles County Employees Retirement Association



Legal Authority and Duty /A

e Grants Joint Boards to approve a budget no greater than 21 basis points of AAL by June 30

CA Constitution Article XVI, Section 17(a)

e “The assets of a public pension or retirement system are trust funds and shall be held for the
exclusive purposes of providing benefits to participants in the pension or retirement system
and their beneficiaries and defraying reasonable expenses of administering the system”

CA Constitution Article XVI, Section 17(b)

e Joint Boards’ fiduciary duty is to “discharge their duties with respect to the system solely in the
interest of, and for the exclusive purposes of providing benefits to, participants and their
beneficiaries, minimizing employer contributions thereto, and defraying reasonable expenses
of administering the system. A retirement board’s duty is to its participants and their
beneficiaries shall take precedence over any other duties. “

e The Boards have a fiduciary duty to defray the expenses of administering LACERA, which
includes reviewing and questioning the budget as appropriate to serve the members. ’
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County Employees Retirement Law

e Govt Code 31580.2 limits our annual
administrative appropriation to 0.21% of
Actuarial Accrued Liabilities

e Govt Code 31596.1 excludes specific non-
administrative expenses from the appropriation

limit
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