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AGENDA
A REGULAR MEETING OF THE BOARD OF INVESTMENTS
LOS ANGELES COUNTY EMPLOYEES RETIREMENT ASSOCIATION
300 N. LAKE AVENUE, PASADENA, CA 91101
9:00 A.M.*, WEDNESDAY, DECEMBER 14, 2022

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

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

https://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 November 9, 2022

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 at
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.)




December 14, 2022
Page 2

V.

V.

EXECUTIVE UPDATE

A.

B.

CHIEF EXECUTIVE OFFICER’S REPORT
(Memo dated November 29, 2022)

CHIEF INVESTMENT OFFICER’S REPORT
(Presentation dated December 14, 2022)

CONSENT ITEMS

A.

Recommendation as submitted by Steven P. Rice, Chief Counsel:
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 other
public agencies still recommend social distancing such that each
Board and its Committees shall hold teleconference meetings for the
next 30 days as part of hybrid meetings also in person, so long as
the State of Emergency remains in effect, and direct staff to comply
with the agenda and public comment requirements of Section
54953(e)(3). Action taken by each Board will only apply to that Board
and its Committees. (Memo dated November 28, 2022)

Recommendation as submitted by Herman Santos, Chair,
Public/Private Committee: That the Board approve the Growth
Functional Category Biennial Structure Review.

(Memo dated November 23, 2022)

Recommendation that the Board approve attendance of Trustees at
RFK Compass Investors Program in Miami, Florida on February 26-
28, 2023, and approve reimbursement of all travel costs incurred

in accordance with LACERA’s Trustee Education and Trustee Travel
Policies. (Memo dated November 28, 2022) (Placed on the agenda
at the request of Trustee Santos)

Recommendation as submitted by Laura Guglielmo, Assistant
Executive Officer and Roberta Van Nortrick, Acting Division Manager,
Administrative Services: That the Board of Retirement review and
approve the FY 2022-2023 Mid-Year Budget Amendments for the
LACERA Administrative Budget. (Memo dated November 18, 2022)
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VL.

NON-CONSENT ITEMS

A.

Recommendation as submitted by Jonathan Grabel, Chief
Investment Officer, Scott Zdrazil, Principal Investment Officer, Jude
Pérez, Principal Investment Officer, Esmeralda del Bosque, Acting
Principal Investment Officer, Krista Powell, Investment Officer, Cindy
Rivera, Senior Investment Analyst and Magdalia Armstrong, Senior
Investment Analyst: That the Board approve revised Investment
Beliefs and insert the revised Investment Beliefs into LACERA'’s
Investment Policy Statement. (Memo dated November 29, 2022)

Recommendation as submitted by Santos H. Kreimann, Chief
Executive Officer and Ted Granger, Interim Chief Financial Officer: 1.
Adopt the economic assumptions identified in Appendix A on pages
61-82 of the draft 2022 Investigation of Experience for Retirement
Benefit Assumption Report (2022 Experience Study), as submitted
by the plan actuary (Milliman). 2. Adopt the economic actuarial
methods and the demographic assumptions recommended by
LACERA staff and Milliman. 3. Delegate authority to the Chief
Executive Officer working in concert with LACERA'’s Interim Chief
Financial Officer, Chief Investment Officer, and Chief Counsel to
ensure the actuarial assumptions adopted by the Board of
Investments, as more fully detailed in Appendix A of the 2022
Experience Study report, are incorporated in Milliman’s calculation of
plan liabilities presented in the upcoming 2022 Actuarial Valuation of
Retirement Benefits report. (Memo dated December 5, 2022))

Recommendation as submitted by Carly Ntoya, Ph.D., Human
Resources Director: That the Board 1) Approve the proposed
classification and compensation changes for implementation for the
existing Accounting Officer Il, LACERA; Accounting Officer I,
LACERA; Senior Accountant, LACERA; Accountant, LACERA; and
Accounting Technician I, LACERA, including submission to the Board
of Supervisors (BOS); 2) Approve the proposed classification and
compensation changes for implementation for the creation of new
Senior Investment Accountant, LACERA; Investment Accountant,
LACERA; and Accountant I, LACERA classifications, including
submission to the Board of Supervisors; and 3) Approve that the
Accounting Technician I, LACERA classification be deleted from the
Ordinance, including submission to the Board of Supervisors.
(Memo dated November 28, 2022)
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VL.

VII.

NON-CONSENT ITEMS (Continued)

D.

Recommendation as Santos H. Kreimann, Chief Executive Officer:
That the Boards review and approve the 2023 meeting calendar and
consider rescheduling meeting dates that conflict with a holiday
and/or the potential of a lack of quorum. (Memo dated November 28,
2022)

REPORTS

A.

Annual Update and Review of LACERA Towards Inclusion, Diversity,
and Equity (LACERA T.I.D.E.)

Jonathan Grabel, Chief Investment Officer

Dale Johnson, Investment Officer

Cheryl Lu, Investment Officer

Ronald Senkandwa, Investment Officer

Cindy Rivera, Senior Investment Analyst

(Memo dated December 2, 2022)

LACERA Investment Cost Report — Fiscal Year 2022
Calvin Chang, Senior Investment Analyst

Noah Damsky, Senior Investment Analyst

Terra Elijah, Senior Investment Analyst

(Memo dated December 2, 2022)

LACERA Quarterly Performance Book
Jude Pérez, Principal Investment Officer
(For Information Only) (Memo dated December 1, 2022)

OPEB Quarterly Performance Book
Jude Pérez, Principal Investment Officer
(For Information Only) (Memo dated December 1, 2022)

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

2022 Year-End Legislative Report
Barry W. Lew, Legislative Affairs Officer
(For Information Only) (Memo dated November 23, 2022)
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VII.

REPORTS (Continued)

G.

FY 2021-2022 Final Budget Control Report
Laura Guglielmo, Assistant Executive Officer
(For Information Only) (Memo dated November 17, 2022)

Tier | Merit Salary Adjustment and Tier || Step Advancement
Santos H. Kreimann, Chief Executive Officer
(For Information Only) (Memo dated November 23, 2022)

Los Angeles County’s Compliance with Requirements for Rehired
Retirees — Fiscal Year Ended June 30, 2021

Richard P. Bendall, Chief Audit Executive and the Audit Committee
(For Information Only) (Memo dated November 30, 2022)

Principles For Responsible Investment Signatory Ballot
Scott Zdrazil, Principal Investment Officer
(For Information Only) (Memo dated November 9, 2022)

AB 2449 Teleconference Meeting Procedures
Steven P. Rice, Chief Counsel
(For Information Only) (Memo dated December 5, 2022)

Albourne Self-Assessment

James Walsh, Stephen Kennedy, Tom Cawkwell, Mark White
Albourne America LLC

(For Information Only) (Memo dated December 2, 2022)

StepStone Group Private Equity Self-Evaluation

Jose Fernandez, Natalie Walker, Daniel Krikorian
StepStone Group LP

(For Information Only) (Memo dated November 22, 2022)

StepStone Group Real Estate Self-Evaluation

Margaret McKnight, Thomas Hester, Kristen Moore, James Maina
StepStone Real Estate

(For Information Only) (Memo dated November 29, 2022)

Meketa Investment Group Self-Evaluation

Tim Filla, Aysun Kilic, Leandro Festino, Imran Zahid, Meketa
Investment Group

(For Information Only) (Memo dated December 14, 2022)
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VII.

VIII.

REPORTS (Continued)

P.  Monthly Trustee Travel & Education Reports for October 2022
Ted Granger, Interim Chief Financial Officer
(Public memo dated November 21, 2022)
(Confidential memo dated November 21, 2022 — Includes Pending
Travel)
Quarterly Trustee Travel & Education Reports — 1st Quarter Fiscal
Year 2023 (Public memo dated November 21, 2022
Quarterly Staff Travel Report- 1st Quarter Fiscal Year 2023
(Public memo dated November 21, 2022)

Q. 2022 Fiduciary Counsel Annual Self-Assessments and DEI Report.
Steven P. Rice, Chief Counsel
(For Information Only) (Memo dated November 28, 2022) (Privileged
and Confidential Attorney-Client Communication/Attorney Work
Product)

R.  November 2022 Fiduciary Counsel Contact and Billing Report
Steven P. Rice, Chief Counsel
(For Information Only) (Privileged and Confidential)
(Attorney-Client Communication/Attorney Work Product)
(Memo dated November 28, 2022)

S.  Semi-Annual Report on Approved Engagements
Barry W. Lew, Legislative Affairs Officer
(For Information Only) (Memo dated November 25, 2022)

ITEMS FOR STAFF REVIEW

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

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

GOOD OF THE ORDER
(For information purposes only)
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Xl.  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. Waterfall llliquid Credit Strategy Dedicated Managed Account

Vache Mahseredjian, Principal Investment Officer
Chad Timko, Senior Investment Officer

Krista Powell, Investment Officer

Quoc Nguyen, Investment Officer

(Memo dated November 23, 2022)

2. ACCEL-KKR Capital Partners VII, L.P.

Christopher J. Wagner, Principal Investment Officer
Cheryl Lu, Investment Officer
(Memo dated November 22, 2022)

3. TIAA-CREF Global Agriculture LLC
James Rice, Principal Investment Officer
Pushpam Jain, Investment Officer
(Memo dated November 24, 2022)

4. Correction To Slide in November 9, 2022 Credit and Real Assets
& Inflation Hedges Manager Recommendations Presentation
(Agenda Item X.A.1)

Vache Mahseredjian, Principal Investment Officer
(For Information Only) (Memo dated November 30, 2022)

Xll.  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
Retirement that are distributed to members of the Board of Retirement 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 Retirement Trustees 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.

Requests for reasonable modification or accommodation of the telephone public access and Public
Comments procedures stated in this agenda from individuals with disabilities, consistent with the
Americans with Disabilities Act of 1990, may call the Board Offices at (626) 564-6000, Ext. 4401/4402 from
8:30 a.m. to 5:00 p.m. Monday through Friday or email PublicComment@]Iacera.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, CA 91101

9:00 A.M., WEDNESDAY, NOVEMBER 9, 2022

This meeting was conducted both in person and by teleconference under

California Government Code Section 54953(e).

PRESENT: Herman Santos, Chair (By Teleconference)

ABSENT:

David Green, Vice Chair (By Teleconference)

Shawn Kehoe, Secretary (By Teleconference) (Joined the meeting
at 9:03 a.m.)

Joseph Kelly (In-Person)

Keith Knox (In-Person)

Onyx Jones (In-Person)

Patrick Jones (By Teleconference)
Gina Sanchez (In-Person)
Elizabeth Greenwood

STAFF ADVISORS AND PARTICIPANTS

Jonathan Grabel, Chief Investment Officer
Steven P. Rice, Chief Counsel

Luis Lugo, Deputy Chief Executive Officer
Ted Granger, Interim Chief Financial Officer

Vache Mahseredijian, Principal Investment Officer
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STAFF ADVISORS AND PARTICIPANTS (Continued)

James Rice, Principal Investment Officer
Jude Pérez, Principal Investment Officer
Chad Timko, Senior Investment Officer
Mel Tsao, Senior Investment Analyst
John Kim, Investment Officer
Quoc Nguyen, Investment Officer
Krista Powell, Investment Officer
Noah Damsky, Senior Investment Analyst
Meketa Investment Group (General Investment Consultants)
Aysun Kilic, Managing Principal
Tim Filla, Managing Principal
Albourne (Real Assets ex-Real Estate, llliquid Credit & Hedge
Funds Consultant)
James Walsh, Partner
Mark White, Partner
StepStone Group LP (Private Equity Consultants)
Jose Fernandez, Partner
Natalie Walker, Partner
Dan Krikorian, Vice President
Milliman,
Nick Collier, Milliman Actuary
Craig Glyde, Milliman Actuary

Latham & Watkins,
Manny Abascal, Partner
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l. CALL TO ORDER
The meeting was called to order by Chair Santos at 9:00 a.m.
. APPROVAL OF MINUTES

A. Approval of the Minutes of the Regular Meeting of October 12, 2022

Mr. Green made a motion, Mr. Kelly

seconded, to approve the minutes of

the regular meeting of October 12, 2022.
The motion passed (roll call) with
Messrs. P. Jones, Green, Knox, Kelly,
Santos, Mses. Sanchez and O. Jones
voting yes. Mr. Kehoe and Ms.
Greenwood were absent from the vote.

[ll.  PUBLIC COMMENT (Mr. Kehoe joined the meeting at 9:03 a.m.)
There were no requests from the public to speak.

IV. EXECUTIVE UPDATE

A. CHIEF EXECUTIVE OFFICER’S REPORT
(Memo dated October 24, 2022)

Mr. Lugo provided a brief presentation on the Chief Executive Officer's

Report and answered questions from the Board.

B. CHIEF INVESTMENT OFFICER’S REPORT
(Presentation dated November 9, 2022)

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

Report and answered questions from the Board.
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V.  CONSENT ITEMS

Mr. Knox made a motion, Mr. Green
seconded, to approve consent item,
V.A. The motion passed (roll call) with
Messrs. P. Jones, Kehoe, Green, Knox,
Santos, Mses. Sanchez and O. Jones
voting yes and Mr. Kelly voting no. Mr.
Kehoe and Ms. Greenwood were
absent from the vote.

Recommendation as submitted by Steven P. Rice, Chief Counsel:
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 other
public agencies still recommend social distancing such that each
Board and its Committees shall hold teleconference meetings for the
next 30 days as part of hybrid meetings also in person, so long as
the State of Emergency remains in effect, and direct staff to comply
with the agenda and public comment requirements of Section
54953(e)(3). Action taken by each Board will only apply to that Board
and its Committees. (Memo dated October 26, 2022)

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

Recommendation as submitted by Gina Sanchez, Chair, Corporate
Governance Committee: That the Board approve a revised Corporate
Governance Committee Charter. (Memo dated October 14, 2022)

Recommendation that the Board approve attendance of Trustees at
the 2023 Infrastructure Investor Global Summit in Berlin, Germany on
March 20 — 23, 2023, and approve reimbursement of all travel costs
incurred in accordance with LACERA’s Trustee Education and
Trustee Travel Policies. (Memo dated October 23, 2022) (Placed on
the agenda at the request of Trustee Santos)
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VI. REPORTS
A.  Pension Plan Actuarial Assumption Review

Luis A. Lugo, Deputy Chief Executive Officer
Ted Granger, Interim Chief Financial Officer
Nick Collier, Milliman Actuary

Craig Glyde, Milliman Actuary

(Memo dated October 28, 2022)

Mr. Granger and Messrs. Collier and Glyde of Milliman provided a

presentation and answered question from the Board. This item was received and

filed.

LACERA Master OPEB Trust Unitized Fund Structure Update

Jude Pérez, Principal Investment Officer

John Kim, Investment Officer

Mel Tsao, Senior Investment Analyst

(For Information Only) (Memo dated November 1, 2022)

This item was received and filed.

Semi-Annual Interest Crediting for Reserves as of June 30, 2022
(AUDITED)

Ted Granger, Interim Chief Financial Officer

(For Information Only) (Memo dated October 31, 2022)

This item was received and filed.

Project Update: Agenda and Meeting Management Solution
Luis A. Lugo, Deputy Chief Executive Officer
(For Information Only) (Memo dated October 14, 2022)

This item was received and filed.

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

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

Monthly Travel & Education Reports — September 2022
Ted Granger, Interim Chief Financial Officer

Monthly Trustee Travel & Education Reports for September 2022
(Public memo dated October 19, 2022)

(Confidential memo dated October 19, 2022 — Includes Pending
Travel)

This item was received and filed.

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

(For Information Only) (Privileged and Confidential)
(Attorney-Client Communication/Attorney Work Product)
(Memo dated October 24, 2022)

This item was received and filed.

VIl. ITEMS FOR STAFF REVIEW

There were no requests for items for staff review.

VIIl. ITEMS FOR FUTURE AGENDAS

There was nothing to report.

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

There was nothing to report.

X.  EXECUTIVE SESSION

A.

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

1. Credit and Real Assets & Inflation Hedges Manager
Recommendations
Vache Mahseredjian, Principal Investment Officer
Chad Timko, Senior Investment Officer
Quoc Nguyen, Investment Officer
Krista Powell, Investment Officer
James Rice, Principal Investment Officer
Noah Damsky, Senior Investment Analyst
(Memo dated October 28, 2022)

Messrs. Mahseredjian, Rice, Timko, Nguyen, Damsky and Ms. Powell
provided a presentation and answered questions from the Board.

The Board took action in connection with two manager mandates, which
will be reported out at a future date in accordance with the Brown Act.

2. Real Assets Investment Update — ltem 1
James Rice, Principal Investment Officer
Pushpam Jain, Investment Officer
(For Information Only) (Memo dated October 24, 2022)

The Board received an information only report that, in October 2022,
LACERA approved a co-investment commitment of $5 million alongside Cibus
Enterprise Fund Il, a Board of Investments approved manager. The commitment
is compliant with LACERA’s real assets co-investment guidelines.

3. Real Assets Investment Update — Item 2
James Rice, Principal Investment Officer

Pushpam Jain, Investment Officer
(For Information Only) (Memo dated October 11, 2022)
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X.  EXECUTIVE SESSION (Continued)

The Board received an information only report that, in October 2022,
LACERA approved a co-investment commitment of $10 million alongside Cibus
Enterprise Fund Il, a Board of Investments approved manager. The commitment
is compliant with LACERA’s real assets co-investment guidelines.

4. Private Equity Investment Update — Item 1
Derek Kong, Investment Officer
Calvin Chang, Senior Investment Analyst
(For Information Only) (Memo dated October 24, 2022)

The Board received an information only report that, on June 22, 2022,
LACERA approved a secondary purchase commitment of up to €71.4 million, or
$75.5 million at the time of commitment, in a special purpose vehicle managed
by Adelis Equity Partners, an institutional quality manager. The secondary
purchase is compliant with LACERA's private equity secondary investment
guidelines.

5. Private Equity Investment Update — Item 2
Derek Kong, Investment Officer
Calvin Chang, Senior Investment Analyst
(For Information Only) (Memo dated October 24, 2022)
The Board received an information only report that, on August 19, 2022,
LACERA approved a $20 million co-investment commitment alongside
Access Holdings, a manager approved for GTB Il, which is a LACERA

separate account vehicle managed by Morgan Stanley. The commitment is

compliant with LACERA’s private equity co-investment guidelines.
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X.  EXECUTIVE SESSION (Continued)

6. Private Equity Investment Update — Item 3
Didier Acevedo, Investment Officer
Calvin Chang, Senior Investment Analyst
(For Information Only) (Memo dated October 10, 2022)

The Board received an information only report that, on August 30, 2022,
LACERA approved a $75 million co-investment commitment alongside Insight
Partners, a Board of Investments consultant-approved manager.

The commitment is compliant with LACERA’s private equity co-investment
guidelines.

B. Conference with Legal Counsel — Existing Litigation
Significant Exposure to Litigation
(Pursuant to Paragraph (1) of Subdivision (d) of California
Government Code Section 54956.9)

1. LACERA v. County of Los Angeles, et al.,
Los Angeles Superior Court, Case No. 21STCP03475

(Memo dated October 27, 2022)
There was nothing to report.

2. In re Revlon, Inc. Bankruptcy
Aimco CLO 10 Ltd, et al. v. Revlon, Inc., et al. Adversary
Proceeding (LACERA named as a Plaintiff)
U.S. District Court, Southern District of New York,
Case No. 22-01167-DSJ
(For Information Only) (Memo dated October 31, 2022)

There was nothing to report.
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Xl.  ADJOURNMENT

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

was adjourned at 11:26 a.m. in memory of Evelyn Gutierrez, a retiree who
served on the Quality and Productivity Commission, was a director on the
boards of the Retired Employees of Los Angeles County and the Library
Foundation and volunteered with the Friends of the East Los Angeles Library.

Ms. Gutierrez passed away unexpectedly on October 4, 2022.

SHAWN KEHOE, SECRETARY

HERMAN SANTOS, CHAIR
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November 29, 2022

TO: Each Trustee,
Board of Retirement
Board of Investments

FROM: Santos H. Kreimanném
Chief Executive Officer

SUBJECT: CHIEF EXECUTIVE OFFICER’S REPORT - DECEMBER 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

On November 21, 2022, the LACERA Advisory team (SPARK) met and identified
proposed Strategic Priorities and Objectives. The final draft of the Strategic Plan will then
be presented for review by the Trustees as part of the February Board of Retirement
(BOR) offsite.

Board of Retirement Board Offsite

The Board of Retirement Offsite will be held at the end of February 2023 in person. Day
one of the offsite will focus on LACERA's strategic planning efforts and gaining Trustee
insights. Day two of the offsite will focus on the RHC Program and other educational
topics. Details to follow.

Welcome New Board Member

The Board of Supervisors approved Supervisor Hahn’s appointment of Ms. Greenwood
at its November 8, 2022, meeting. Trustee Greenwood’s term will be effective
December 1, 2022 through December 31, 2023.

Board/Committee Agenda Management, Recordings, Online Archives, and Public
Interface Update

At its March 2022 Board of Retirement meeting, the Board approved a contract with Prime
Government Solutions, Inc. (PrimeGov) now called OneMeeting. This application will be
used for both Boards and all Committee meetings, including agenda management,
livestreaming, recordings, online archives, and a public interface solution, with an
indefinite retention period for archiving the audio and visual recordings. Staff has provided
all Trustees access to the site, and will begin providing training and obtaining trustee
feedback for the pre-meeting testing. Testing will continue for the in-meeting management
(voting, public comment, speaker queue, livestreaming, archive materials/recording) and
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public interface through December. Staff will be incorporating trustee feedback and
continue testing and training through December. Staff are planning to go live in January
2023.

Member Services Call Center

Our two Core Benefits classes are near completion of their training and will be assigned
to Member Services and Benefits Divisions beginning December 12, 2022. Both classes
have completed their classroom work and all 23 trainees have successfully passed
examinations. This is a significant accomplishment and allows them to begin working with
members on the phone and processing retirement benefits. At this point of development,
the RBS I's are working under close observation and coaching by Supervisors.

By mid-to-late December each Specialist will have two months' experience working with
our members on the phone and 12 weeks of retirement processing as part of the Core
Benefits Training program. When the Specialists are released to the divisions everyone
will have a common core training experience of classroom instruction, examinations,
retirement benefit processing, and service to our members on the phone. The next phase
occurs after release to the divisions where the trainees will specialize in providing front
line service to our membership or resolving complex benefit calculations to see that
LACERA collects correct contributions and accurately pays the promised benefit.

We are adjusting staff schedules to fine tune our Member Services hybrid workforce to
create more opportunities for greater collaboration when working onsite.

Recruitment Updates

Vacancies and Hiring

There are eleven (11) vacancies in Investments (24% vacancy rate) and below is a
summary of the recruitment status of these positions. We are in the process of working
with EFL Associates, an outside recruitment firm, to assist with securing a pool of
candidates for the Deputy Chief Investment Officer. The recruitment for the Senior
Investment Officer — Real Estate position continues.

# of

Classification Vacancies LACERA Priority Recruitment Stage
Deputy Chief Investment 1 Tier 0 Outsourced
Officer Recruitment
Senior Investment Officer 2 Tier 0 9 — Division
(S10) Interviews
Finance Analyst Ill (FA III) 3 Tier 0 9 — Division

Interviews
Finance Analyst Il (FA 1) 2 Tier 1 Not Started
Principal Investment Officer 1 Tier 2 Not Started
Senior Investment Officer 1 Tier 2 Not Started
Executive Administrative Asst 1 Tier 3 Not Started
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The Divisions with the highest number of vacancies, and the classifications with the
highest number of vacancies, are shown below.

LACERA Divisions with Highest No. of Vacancies

= Systems = [nvestments = Administrative Services
= Finance & Accounting = Retiree Healthcare = Legal
® Member Services ® Human Resources 1 All Others

Clasifications with the Highest Number of Vacancies

Admin Services Analyst I| [N
Information Technology Specialist I| [ NEREGCG_G_G
Human Resources Analyst [ INNENE
Accountant [NNNENEGEGGE
Information Technology Specialist | [ NNRNREEEEE
S

Retirement Benefit Specialist |1

The chart below highlights temporary hires across divisions to address critical vacancy
needs in the short term.

Temporary Staff Offsetting Vacant Positions

EEEN \acancies N Temps == Net Vacancies



November 29, 2022
Page 4

Development

The recruitments/assessments for the following classifications are currently in
development in partnership with the various hiring divisions:

= Retirement Systems Specialist
= Division Manager

Human Resources has completed the contracting process with EFL Associates for the
executive recruitment of the Deputy Chief Investment Officer and Chief Financial Officer
positions. Alliance Resource Consulting has been selected to assist with the recruitment
of the Chief, Information Technology Officer, and Information Security Officer positions.
These recruitments are forthcoming.

Recruiting & Assessment

Open recruitment for the following legal positions yielded a limited number of candidates
with minimal experience in the public pension field. As such, we plan to use an outside
search firm to help recruit for these specialized positions. Staff will be working with
General Counsel to prepare the firm selection criteria and update the job bulletins to be
used in our recruitment efforts.

e Staff Counsel (Investments)

o Staff Counsel (Benefits)

e The assessment process is nearing completion for Retirement Benefits
Specialist I. The examinations for the Human Resources Analyst, Senior Human
Resources Analyst, and Senior Human Resources Assistant examinations closed.
The Senior Human Resources Assistant written examination is pending. The
review of the applications for the Senior Human Resources Analyst position has
been completed and interview invites are pending. The Human Resources Analyst
applications are still under review.

New Lists Promulgated

The recruitment for the Financial Analyst Il - Corporate Governance position continues.
Additional candidates are in the assessment phase and those that pass will be added to
the eligibility register (list).

Hiring

Recent and upcoming hiring and selection activities are reflected below as follows:
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# of
Classification Positions Division Status
Accountant 3 FASD Starting December 1
Finance Analyst Il 1 Investments Started November 1
Accountant 2 FASD Started November 1
and November 16
Administrative Services 2 Procurement and  Started November 1
Supply Clerk
Communications 1 Media Artist Started November 1

Internal promotion to Finance Analyst Il (Portfolio Analytics) was made.

CEO Dashboard Update

We have updated the CEO Dashboard with a revised Membership Count. This new count
is synchronized with the data that will appear in the Annual report. The membership count
is now broken down into three main categories: Active, Inactive, and Retired. The Active
and Inactive (which reflects terminated County employees) are further broken down into
Vested and Non-Vested members. For Active members, this simply represents a
breakdown of where members are in their eligibility journey. For the Inactive category this
represents deferred vested members who have not yet retired, and non-vested members
who may in the future be eligible for a benefit (ex. Someone who may be eligible for a
benefit due to required minimum distribution rules after age 70 or 72). This reflects a more
accurate accounting of members. This project has taken us quite a bit of effort, and we
would like to thank staff from Benefits, Financial Accounting Services Division,
Investments, Systems, and LACERA's actuary for their assistance in making this update.

To make room for this update we have combined information from two charts into a new
“Total Retirements Compared by Type” chart that shows retirements for the current fiscal
year broken down by type: General / Safety.

UHC - Providence Medical Group Contract Termination

During the week of November 15™, the RHC Call Center received several calls from
LACERA retirees indicating they received notification that their medical group
(Providence) was terminating their contract with United Healthcare (UHC) effective
January 1, 2023.

The termination of Providence Medical Group impacts both active and retired members.
However, more specific to LACERA, UHC stated that we have approximately 624 total
retirees and/or dependents that would be impacted. All individuals impacted were
provided alternate primary care providers in their area. As a plan to maintain Continuity
of Care, members were informed that if they were in the middle of treatment, in some
situations, the participant may be able to continue seeing their current provider for a
specific period after the provider leaves the network. These individuals were informed to
contact UHC. A sample of the letter mailed to impacted members is attached for your
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reference. Per UHC, negotiations will continue through the end of the year, in hopes of
coming to an agreement.

Although the alternate provider may not be the member’s provider of choice, because
there are other providers available to the impacted members, LACERA'’s 6-month waiting
period will apply if the member wishes to change medical plans. The County’s Department
of Human Resources (DHR) also imposes the waiting period when handling similar
medical group health plan changes.

SHK
CEO report December 2022.doc

Attachments



Questions?
We’re here to help.
November 9, 2022 Toll-free 1-800-624-8822
TTY 711
M-F 7:00 a.m.—8:00 p.m. PT
«FIRST_NAME» «LAST _NAME»
«Mbr_Street»
«Mbr_City» «Mbr_State» «Mbr_Zip»

RE: Signature Value HMO Network - Provider Network Change

Dear UnitedHealthcare of California member,

We're writing to let you know about an important change in your network. Starting January 1, 2023,
Providence Affiliated Physicians-St Joseph will no longer be part of the UnitedHealthcare network. This
change includes your primary care (PCP) and other providers or facilities in Providence Affiliated
Physicians-St Joseph.

We’ re here to help.

We know that the relationship between you and your PCP is a very important one. We’re sorry
for any inconvenience this may cause. Please know that we're here to help you through this
change, so you can continue getting the care you need.

You have options.
You will need to have a new primary care provider on file with the plan. You have options when
selecting a new PCP.

1. Use the PCP we found for you.
We've matched your information with providers in your area and found one that may fit your
needs.

Prospect Medical Group/Central
Grace L. Imbastari, MD

2617 E Chapman Ave #205
Orange, CA 92869
714-538-6822

If you think this provider is a good choice for you, you don’t
need to do anything. We'll put this provider’s name on file as your new PCP starting
January 1, 2023. We’'ll also send you a new member ID card with this provider’s name on it by
December 30, 2022.

2. Choose your own PCP.

MRAEI4006PV Page 1



You can choose any primary care provider from your plan’s network at any time. To choose a
new medical group and PCP to be effective on January 1, 2023, please call us no later than
December 14th. Please call us toll-free at 1-800-624-8822, TTY 711, 7:00 a.m. to 8:00 p.m.
PT Monday through Friday. We’'re happy to help you find one that fits your needs. You can also
visit myuhc . com to search for a PCP.

What 1if I'm in the middle of getting treatment?
In some situations, you may be able to continue seeing your provider for a specific period of
time at your plan’s network cost after they leave the network. This is called Continuity of Care.
You may qualify for Continuity of Care for completion of the following conditions:

e An acute condition

e Aserious chronic condition

e Pregnancy

e Caring for a newborn between birth and age 36 months

e A maternal mental health condition

e Aterminalillness

e Surgery or other procedure

Please call us as soon as possible, to see if you qualify. You will need authorization (approval) to
continue getting treatment. If you have any questions, would like a description of
UnitedHealthcare’s Continuity of Care process, or want to appeal a denial, please call our
Customer Service department. Please see your Evidence of Coverage for more information.

You can also access this information online at myuhc . com by following these simple steps:
1. Scroll down and click on “Popular Forms”
2. Scroll down and click on “California Plan Continuity of Care forms”
3. Select the preferred language version

After your completed form is reviewed you will be notified of the outcome.

If UnitedHealthcare approves your request for continued care, you will not be responsible for
payment of covered, authorized services except for any applicable cost share. If you should
receive a bill from a provider in error, please forward it to UnitedHealthcare Claims
Department, P.O. Box 30968, Salt Lake City, UT 84130.

Important Statement From California Department of Managed Health
Care

If you have been receiving care from a health care provider, you may have a right to keep your
provider for a designated time period. Please contact UnitedHealthcare’s customer service
department, and if you have further questions, you are encouraged to contact the Department
of Managed Health Care, which protects consumers, by telephone at its toll-free number 1-888-
466-2219, or at a TDD number for the hearing and speech impaired at 1-877-688-9891, or
online at www.dmbhc.ca.gov.

Remember, we are here to help you through this change.

MRAEI4006PV Page 2



If you have any questions, please call us toll-free at 1-800-624-8822, TTY 711, 7:00 a.m. to
8:00 p.m. PT Monday through Friday.

Sincerely,

The UnitedHealthcare Team

MRAEI4006PV Page 3
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/[', Striving for Excellence

Service Metrics Reported on a Fiscal Year Basis (July 1) Through: October 2022
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Striving for Excellence

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

Member Service Center Appointments
3 H In-Person W Virtual Phone Only Special Cases
=
$ COMING SOON
pS-
Q
E
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e Total RHC Calls: 5,330 Top Calls
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Striving for Excellence
October 2022

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

Applications Appeals
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/[,, Striving for Excellence in Quality

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

Audits of Retirement Elections, Payment Contracts, and Data Entry Completed by QA
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Service On-Line for All

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

. . Total Registered Members 102,606 559
MyLACERA Annual Registration 9 I L 2
< f the 15th of th th prior t : :

oY (as o e O € month prior to Total Registrations By Member Type

1] ) this report) )
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<
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2 sssofllls 7 |

- 11,476 m 53,798

: = 298

m 0

8 m 7,855

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

14

LU LACERA.com User Traffic Top Five LACERA.com Page Views

&)

< B First Time Visitors Average Per Day

| Retirement Options 6,315

N =

g" Retiree Listings 6,518

2 Sign Up for 6.697

I-E MyLACERA '

2 Search Results 15,712

o

e

E Home Page 102,904

g AUGUST SEPTEMBER OCTOBER

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

§ See my retirement options 6,315 27% My LACERA 6,697 15%

a View Pre-Retirement Workshops 2,810 N/A Pre-Retirement Workshops 2,810 20%

) [Start my retirement planning 3,811 15% Careers 3,252 -36%
Learn about service credit 2,016 1% Investments 2,094 5%
Add or update my beneficiary 814 -90% Annual Reports 1,526 -3%
Busiest Day of the Month: Thursday, 10/27/2002 Forms and Publications 245 11%
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Service Metrics Reported on a Fiscal Year Basis (July 1) Through: October 2022

Membership Count as of: 11/15/22
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Average Monthly Benefit Allowance Distribution 11/21/2022

General %
$0 to $3,999 30,208 1,501 31,709 51.0%
$4,000 to $7,999 14,232 3,445 17,677 28.5%
$8,000 to $11,999 4,049 4,281 8,330 13.4%
$12,000 to $15,999 1,122 2,135 3,257 5.2%
$16,000 to $19,999 369 437 806 1.3%
$20,000 to $23,999 111 137 248 0.4%
$24,000 to $27,999 30 41 71 0.1%
> $28,000 23 5 28 0.0%
Totals 50,144 11,982 62,126 100%

Average Monthly Benefit Amount:

Healthcare Program
(Mo. Ending:10/31/2022)

Employer Member
Medical $200.2 $14.6
Dental  $15.7  $1.5
PartB  $31.2  $0.0
Total  $247.1 $16.1

4,721. 00

E Health Care Enrollments

: (Mo. Ending:10/31/2022)

E Medical 54,539

: Denal .. 56,275 |
"t Parts ¢ 37,398
- S - b
"} ol |

‘0 *

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

$80.00 83.3%
$70.00
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$10.00

$0.00

2010

2011

80.6%

768A)

2012

Assets-Market Value (bn)

75.0%

2013

e ¢ ¢ Funding Ratio

83.3%

79.5%
[ ]

2014

2015

79.4%

2016

79.9% 80.6%

2017 2018 2019

77 2% 76.3%

2020

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%

79.3%

25.2%

2021
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Key Financial Metrics

& FUNDING METRICS "
: (as of 6/30/21) :
Retiree Payroll by Year
Employer NC 10.88%
1 UAAL 13.58%
$4.00 3.79 | : Assumed Rate 7.00%
$3.50 $3.00 s .28 :  Star Reserve $614m
63.00 $2.51 $2.74 ' i Total Assets $73.0b
" $3.18 :
& $2.50 _ﬁ( $2.86 Contirbutions
= $2.00 $2.64 : (as of 6/30/21)
$1.50 Employer Member
$1.00 :  AnnualAdd  $2.0b $761.0m
% of Payroll 24.46% 7.87%
$0.50
$- ! Contirbutions
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 : (as of 6/30/21)
(Net of Fees) .
. S5YR: 10.8% 10 YR:  86% .
I T T (T 'I'D;\'/'Fc')'l'l ...............
: (As of 10/31/2022) :
Monthly Payroll $352.88m
Payroll YTD $1.4b
New Retired Payees Added 273
Seamless % 94.87%
New Seamless Payees Added 1,209
Seamless YTD 95.20%
: By Check % 2.00%
%, By Direct Deposit % 98.00%
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LZCERA

QUIET PERIOD LIST
Last Update 11/30/2022

ADMINISTRATIVE/OPERATIONS
RFP/RFQ/RFI

Name

Issuing
Division

Quiet Period for
Respondents*

4.

Search for Human 5/24/2021 | Bid Review e Koff and Associates
Classification & | Resources e Magnova Consultant
Compensation e Grant Thornton
Study Services  Reward Strategy
(HR) Group
Search for Human 5/24/2021 | Bid Review ¢ Koff and Associates
Classification & | Resources e Magnova Consultant
Compensation e Grant Thornton
Study Services e Reward Strategy
(RHC) Group
Investments Internal Audit 5/20/2022 | Contract e KPMG
Operational Due Development
Diligence
External Internal Audit 11/03/2022 | Solicitation No bids at this time.
Financial Process
Auditor
Prepaid Debit Benefits 6/15/2022 | Bid review e US Bank
Card Services Posted on e Conduent

ISD’s

solicitation

website

August

2022
Business Administrative | 8/17/2022 | Selection e BDO
Continuity Services Process e BDA Global
Professional ¢ Riskonnect
Services

e MHA Consulting
e Treuvizion
Consulting Corp.

*Subject to change

INVESTMENTS QUIET PERIOD FOR SEARCH RESPONDENTS

None at this time




Date

Conference

December, 2022

S5-7

6-7

14-15

January, 2023
22-24

30-February 1

March, 2023
1-3

4-7

6-8

14-16

20-23

22-23

29-31

April, 2023
17-21

23-26

2022 SuperReturn Africa
Cape Town, South Africa

Infrastructure Investor America Forum Conference
New York, NY

National Association of Corporate Directors (NACD)
Master Class
Scottsdale, AZ

NCPERS (National Conference on Public Employee Retirement Systems)
Legislative Conference
Washington, D.C.

IFEBP (International Foundation of Employment Benefit Plans)
Health Benefits Conference
Clearwater Beach, FL

Pacific Pension Institute (PPl) Winter Roundtable
La Jolla, CA

CALAPRS (California Association of Public Retirement Systems)
General Assembly Meeting
Monterey, CA

Council of Institutional Investors (CIl) Spring Conference
Washington D.C.

AHIP (America’s Health Policy and Markets Forum
Washington D.C.

2023 Infrastructure Investor Global Summit
Berlin, Germany

PREA (Pension Real Estate Association) Spring Conference
Seattle, WA

CALAPRS (California Association of Public Retirement Systems)
Advanced Principles of Pension Governance for Trustees at UCLA
Los Angeles, CA

Investment Strategies & Portfolio Management
Wharton School, University of Pennsylvania

CRCEA (California Retired County Employees Association) Spring Conference
Ontario, CA

Effective November 28, 2022




Date

Conference

24-25

24-25

May, 2023
9-12

20-21

20-21

21-24

21-24

22-23

June, 2023
13-15

July, 2023
19-21

September, 2023
11-13

October, 2023
1-4

8-11

IFEBP (International Foundation of Employment Benefit Plans)
Health Care Mgmt. Conference
Miami, FL

IFEBP (International Foundation of Employment Benefit Plans)
Investments Institute
New Orleans, LA

SACRS Spring Conference
San Diego, CA

NCPERS (National Conference on Public Employee Retirement Systems)
Trustee Educational Seminar (TEDS)
New Orleans, LA

NCPERS (National Conference on Public Employee Retirement Systems)
Accredited Fiduciary (NAF) Program
New Orleans, LA

NCPERS (National Conference on Public Employee Retirement Systems)
Annual Conference & Exhibition (ACE)
New Orleans, LA

Government Finance Officers Association (GFOA) Annual Conference
Portland, OR

IFEBP (International Foundation of Employment Benefit Plans)
Washington Legislative Update
Washington D.C.

AHIP (America’s Health Insurance Plans) 2023
Portland, OR

Pacific Pension Institute (PPIl) Summer Roundtable
San Francisco, CA

Council of Institutional Investors (ClIlI) Fall Conference
Long Beach, CA

IFEBP (International Foundation of Employment Benefit Plans)
Annual Employee Benefits Conference
Boston, MA

National Association of Corporate Directors (NACD)
Summit 2023
Fort Washington, MD

Effective November 28, 2022




Date Conference

18-20 PREA (Pension Real Estate Association)
Annual Institutional Investor Conference
Boston, MA
22-25 NCPERS (National Conference on Public Employee Retirement Systems)

FALL (Financial, Actuarial, Legislative & Legal) Conference
Las Vegas, NV

25-27 Pacific Pension Institute (PPI) Asia Roundtable
Tokyo, Japan

November, 2023
7-10 SACRS Fall Conference
Rancho Mirage, CA

Effective November 28, 2022



Chief Investment Officer
Monthly Report

Board of Investments
December 14, 2022
Il Jonathan Grabel @
' Chief Investment Officer

LOS ANGELES COUNTY EMPLOYEES RETIREMENT ASSOCIATION
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Global Market Performance s novembera, 202

MSCI ACWI IMI Index (Global Equity Market)* Russell 3000 Index (U.S. Equity Market)

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

-15.1 -11.8 6.5 6.1 8.6

1-month 3-month

76 3.2

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

-14.2 -10.8 10.3 10.3 13.0

1-month 3-month

5.2 3.3

MSCI ACWI IMI Index 1-Year Performance
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MSCI Emerging Market Index Barclays U.S. Aggregate Bond Index**

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

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

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

-19.0 -17.4 0.1 0.4 2.1

1-month 3-month

14.8 -1.8

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

-12.6 -12.8 -2.6 0.2 1.1

1-month 3-month

3.7 -2.1

4.

MSCI Emerging Markets 1-Year Performance
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*Global Equity Policy Benchmark - MSCI ACWI1 IMI Index
**Investment Grade Bonds Policy Benchmark - Barclays U.S. Aggregate Bond Index
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Source: Bloomberg |
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'Key Macro Indicators’
|

8.0

8.0

4.0

20

0.0

GDP Growth of Major Economies’

Real GDP Growth YoY (%) - Last Five Years

50
4.8 5.0 3038
38

28 .

1.8 18 < 1.8

1.2

Il | |

Q2-2018 D2D @3-2021 Q3-2022

0.2
-20
4.1
-5.4

HUnited States B Eurozone B China Japan

World Equity Valuation®

10-Year Treasury Yield?

Historical 10-Year Treasury Yield

L

Central Bank Rates*

(as of 11/30/2022)

Price-to-Eamings - Last Five Years

Central Bank Rates

4.
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0.8 :
200 china | 3.55%
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o 223 i tates
' ntea e ] 00%
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ERussell 3000 WMSCI ACWI-ex US  EMSCI EM -1.00% 0.00% 1.00% 2 00% 3.00% 4.00% 5.00%
Sources: 1. Bloomberg 3. FactSet
*The information on the “Key Macro Indicators” charts is the best available data as of 11/30/22 and may not reflect the current market and economic environment. 2. St. Louis Federal Reserve 4. FactSet |
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'Key Macro Indicators’
|

Consumer Confidence & ISM l.e‘!alnufat:turiﬂg1 U.S. Inflation, Unemployment, & Labor Force Participati-:m2
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|IMarket Themes and Notable ltems to Watch

Recent Themes What to Watch

= On November 2rd the Federal Reserve = |nterest rates and central bank actions
announced a 0.75% interest rate hike while
citing elevated inflation

Economic data and trends
= |nflation, supply  chains, and labor
» Federal Reserve Chair Jerome Powell said on developments
November 30t that smaller interest rate
increases are likely ahead
= He additionally cautioned that monetary
policy is likely to remain restrictive for

Macro conditions and geopolitical risks

Environmental, social, and governance

some time until positive signs of » PwC annual director survey finds about half
progress emerge regarding inflation (48%) of corporate directors would like to
replace one board member; 19% would

» The U.S. 10-year Treasury yield ended replace two or more

November at 3.68%, up from 1.52% at the end

of 2021 and 0.93% at the end of 2020 = Covid-19
= Covid variants, cases, transmission, vaccines
» Global equities (MSCI All Country World = Economic and consumer behavior
Investable Market Index) gained 7.6% in implications

November and are now down 15.1% in 2022

/Il' Sources: CNBC, Reuters, PwC LACERA Investments | 7
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“ Total Fund Summary

as of October 2022

Monthly Return (net) Sharpe Ratio (3-year annualized)
5.0% 20
o
2.0%
15
1.0% I I I
| — . 1.0
0.5
-3.0% I I
-5.0% 0.0
Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct
2021 2021 2022 2022 2022 2022 2022 2022 2022 2022 2022 2022 2021 2021 2022 2022 2022 2022 2022 2022 2022 2022 2022 2022
Total Market Value ($ billions) Cash ($ millions)
100 1,500

68.9 894

5
1,000
I 500
0 0

Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct
2021 2021 2022 2022 2022 2022 2022 2022 2022 2022 2022 2022 2021 2021 2022 2022 2022 2022 2022 2022 2022 2022 2022 2022

%
o

N
v

Asset Allocation ($ millions)

Overlays &
Hedges
$646
1%

Real Assets
& Inflation
Hedges
$12,293
18%

Credit Growth
$7,918 $35,128
11% 51%

4.
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Historical Net Performance
as of October 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)
68,869

35,128

7,918

12,293

12,884

646

Market
Value
($ millions)
2,464
2,398
55
11

1,175

472

486

330

0

% of
Total Fund

100.0%

51.0%

11.5%

17.9%

18.7%

0.9%

% of
Master Trust

97.3%

2.2%

0.4%

47.7%

19.1%

19.7%

13.4%

0.0%

Interim
Target
100.0%

53.0%

11.0%

17.0%

19.0%

Interim
Target

47.5%

19.0%

20.0%

13.5%

1 Month 3 Month  FYTD

2.0%
3.2%
0.6%

3.8%
6.1%

0.2%
-1.7%

1.5%
3.1%

-1.7%
-1.8%

21.0%

1 Month 3 Month  FYTD

3.6%
3.6%
3.6%
3.6%

6.2%
6.2%

1.4%
0.7%

3.0%
1.9%

-1.0%
-1.9%

LACERA Pension Fund

1 Year 3 Year 5 Year
-4.7% -1.5% -5.8% 7.3% 6.8%
-4.6% -28% -104% 4.4% 5.4%
1.7% 2.3% 7.0% 7.0% 7.0%

-5.4% -13% -95% 11.0%
A7%  29% -146% 7.5%
-1.3% -04% -6.1% 2.7%
-1.1%  -26% -107%  -03%
-3.5% -0.6% 8.0% 8.0%
-3.7%  -0.1% 6.6% 8.3%
-6.8% -53% -123% -1.8%
-73%  -57% -133% -2.8%
11.2%

OPEB Master Trust!

1 Year 3 Year 5 Year

-6.9% -1.6% -155% 2.9% 4.2%
-6.9% -1.6% -155% 2.9% 4.2%
-7.1% -1.8% -154% 2.8% 4.1%
-6.9% -1.6% -156% 2.9% 4.2%
-7.4% -0.8% -20.0% 5.0% 5.3%
-7.2% -13% -20.5% 4.6% 4.9%
-2.1% 1.1% -8.7%  -0.7% -

-2.0% 0.3% -9.6% -0.5% --

-10.9% -4.9% -11.1% 2.6% -
-3.8% -0.5% -7.4% 3.9% --
-6.5% -47% -12.5% -2.8% 0.3%
-8.6% -6.7% -144% -3.6% -0.2%

10 Year
8.0%
7.1%
7.0%

10.0%

5.0%

0.0%

-5.0%

-10.0%

-15.0%

5.0%

0.0%

-5.0%

-10.0%

-15.0%

-20.0%

1 Month 3 Month

M Total Fund

M Los Angeles County

FYTD 1 Year 3 Year 5 Year 10 Year

M Total Fund Policy BM

FYTD 1 Year

3 Year 5 Year

M Superior Court  MLACERA

II, 1. Market value differences between the sub-trusts and functional composites are due to operational cash.

LACERA Investments
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Performance Based Risk
as of October 2022

|
Active Return vs. Tracking Error?23

3.50%
3.00%
2.50%
2.00% —
B
1.50%
1.00%
0.50%
0.00%
-0.50%
-1.00%
-1.50%
Nov Dec Jan Feb Mar Apr May Jun Ju Aug Sep Oct Nov Dec Jan Feb
2020 2020 2021 2021 2021 2021 2021 2021 2021 2021 2021 2021 2021 2021 2022 2022
mmmm Active Annualized Return e Tracking Error
Period Annualized Annualized Annualized
Ending Return Benchmark Return Active Return
Oct 2022 7.3% 4.4% 2.9%

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

Mar Oct

2022

Jun Jul
2022 2022 2022 2022 2022 2022 2022

Apr  May Aug Sep

Tracking
Error

2.6%

4.
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Total Fund Forecast Risk ™
as of October 2022

% Contribution to Total Risk %Contto o\ o
%Weight Total Risk X .
Total Risk BMK Risk**
76.4%
Total Fund 14.2 13.4
Growth 51.1% 76.4% 21.5 20.2
Global Equity 31.6% 39.8% 18.8 19.2
Private Equity 18.0% 33.5% 29.8 28.1
17.5% .
Non-Core Private Real Estate 1.5% 3.2% 44.6 20.2
0,
3.0% 1.2% 1.9% Credit 11.5% 3.0% 4.9 55
I
Growth Credit Real Assets and Risk Reduction ~ Overlays and Liquid Credit 6.6% 2.29% 6.3 55
Inflation Hedges  and Mitigation Hedges
llliquid Credit 4.9% 0.8% 4.2 5.5
Real Assets & Inflation Hedges 18.0% 17.5% 15.3 14.7
Total Risk Core Private Real Estate 6.6% 7.3% 223 20.2
Natural Resources & Commaodities 3.4% 3.2% 17.7 21.5

14.2
13.4 13.8
12.9 132 Infrastructure 5.3% 6.5% 18.9 19.0

1.9 118 119 121 4118 120 119 122
TIPS 2.7% 0.5% 6.4 6.5
Risk Reduction and Mitigation 18.4% 1.2% 5.6 5.6
Investment Grade Bonds 7.1% 0.5% 6.3 6.2
Diversified Hedge Funds 6.0% 0.5% 3.8 0.2
4.0% 0.1% 13.0 12.9

Long-Term Government Bonds
q,‘lz q/‘b "lz Qq‘}

ST

Cash 1.3% 0.0% - -
R A Q

Overlays and Hedges 1.1% 1.9% - -

*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 6/30/2022
**BMK Risk stands for Benchmark Risk |

II 4 SOURCE: MSCI BarraOne LACERA Investments | 12



Total Fund Forecast Active Risk”

as of October 2022

63.9%

Active Risk Contribution

21.5%

8.8%

6.1%

" P P v v
V V v U v
Q Q Q Q Q Q
'\9\’» ’\',\’\’» 'Q’\r\' & ’\/\’» ")\q/

A AP A | S L i

-0.4%
Growth Credit Real Assets Risk Reduction Overlays and
and Inflation and Mitigation hedges
Hedges
Active Risk

"\
o
Q Q Q Q Q Q Q
UL LA U GG \9\%

4.

|Over|ays and Hedges 1.1% 1.06% 0.08 0.08 -

Active  Active Active Active
%Weight Weight%  Risk Risk Risk
ght’e Allocation Selection

Total Fund 1.31 -0.03 1.34

Growth 51.1% -1.93% 0.84 -0.09 0.93
Global Equity 31.6%
Private Equity 18.0%
Non-Core Private Real Estate 1.5%

Credit 11.5% 0.45% -0.01 -0.03 0.02
Liquid Credit 6.6%
llliquid Credit 4.9%

Real Assets & Inflation Hedges 18.0% 0.99% 0.28 -0.03 0.31
Core Private Real Estate 6.6%
Natural Resources & Commodities 3.4%
Infrastructure 5.3%
TIPS 2.7%

|Risk Reduction and Mitigation 18.4% -0.58% 0.12 0.04 0.07
Investment Grade Bonds 7.1%
Diversified Hedge Funds 6.0%
Long-Term Government Bonds 4.0%
Cash 1.3%

*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 6/30/2022 |

SOURCE: MSCI BarraOne

LACERA Investments | 13



Geographic Exposures by AUM' - Total Fund

as of October 2022 ex-overlays and hedges
®m USA - United States Of America
= ROW - Rest of World?
= AUS - Australia
CAN - Canada

®m CHE - Switzerland
® CHN - China
® DEU - Germany
m ESP - Spain

Global, 6.7% ROW, 5.4% g7 FRA - France

|
® GBR - United Kingdom
® Global - Multi-country exposure
® JPN - Japan
GBR, 3.1% ® NLD - Netherlands

u ITA - ltaly
DEU,
FRA,1.5% |1.1%
JPN, 1.9% NLD,
AUS, 0.8%
1.0%
USA. 72.3% o= I
y o 0 1.7% 0.9% 0.6% [0:5%

*AUM = assets under management

" *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 6/30/2022

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 | 14



as of October 2022 ex-overlays and hedges

“ Geographic Exposures by AUM' - Asset Categories

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

Risk Reduction and Mitigatio USA - United States Of America
AUS - Australia

CAN - Canada

CHE - Switzerland
CHN - China

ROW, 4.8% DEU - Germany

FRA - France

GBR - United Kingdom

G‘:%?;L Global - Multi-country exposure
JPN,  |USA, 13.9% s JPN - Japan
1.8% NLD - Netherlands

Real Assets and Inflation Hedgps ROW - Rest of World

1.2%
USA, 8.6%

CHE, |NLD,
0.8% [0.7%
CAN, Global, 1.8%
1.1%
AUS, |giobal,
USA, 35.3% 0.6% | 0.6% |USA, 14.5% GBR, 0.5% | ROW, 1.2%

*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 6/30/2022

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

LACERA Investments | 15
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‘Change In Fiduciary Net Position

Additions and Deductions in Fiduciary Net Position (Unaudited)

$2,000
$1,000
o g == == = B
(] |
0 — —
i)
s ($1,000)
0
[ ]
($2,000)
|
|
($3,000)
|
(84,000)
Nov-21 Dec-21 Jan-22 Feb-22 Mar-22 Apr-22 May-22 Jun-22 Jul-22 Aug-22 Sep-22 Oct-22
Employee and Employer Contributions m Administrative Expenses and Miscellaneous Benefits and Refunds
u Net Investment Income/(Loss)* m Total Additions and Deductions in Fiduciary Net Position ~ *Includes unrealized & realized net investment income
Fiscal Year Negative Months Positive Months Total Net Position Change $
FY-21 2 10 $13.8 billion
FY-22 7 5 ($2.5 billion)
FY-23 2 2 ($1.5 billion) |
LACERA Investments | 16
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Portfolio Structural Updates
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Portfolio Structural Updates

Portfolio Movements Hedges & Overlays

Rebalancing Activity Monthly Activity
$389 million — Program Oct Inception”
Currency Hedge™ 0.0% $59.7 Million $1.4 Billion
- Cash/Rebalance 4.9% $118.2 Million $174.4 Million
$127 million Overlav™
Cash ——) verlay

) Current Search Activity
as

There are no active public searches at this time.
$60 million —
Hedges & Overlays

$230 million —
Risk Mitigation

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

The quiet period list will be updated when
the next public search is released.

** 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.
/Il' *** LACERA’s overlay program’s 1-month return includes interest earned on the cash that supports the futures contracts. LACE RA Investments 18



Key Initiatives and
Operational Updates
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|Notable Initiatives and Operational Updates

Key Initiative Updates Team Searches and Open Positions
» Implementation is ongoing for the new " Working on Iaunchlng new searches _
strategic asset allocation final policy targets " 1—Deputy Chief Investment Officer
and benchmarks » 1 — Principal Investment Officer
» Annual Work Plan and Strategic Initiatives = 2 — Senior Investment Officer

development is underway = 1 search in progress

2 — Financial Analyst-llI

= 2 searches in progress
3 — Financial Analyst-II
1 — Financial Analyst-I

Operational Updates
» Annual contract compliance review underway

» Preparation for operational due diligence
review

Manager/Consultant Updates

Lazard - Growth — Informed LACERA of the sudden passing of a portfolio manager. Responsibilities will be
assumed by existing portfolio managers. If warranted, Lazard may add additional resources to the team.

/I /4 LACERA Investments | 20
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Staff Chart of the Month
“ 10-year Treasury minus two-year Treasury yield

FRED M — 10-Year Treasury Constant Maturity Minus 2-Year Treasury Constant Maturity
3

NEVANAY AN

Percent
o

-2
-3
1980 1985 1990 1985 2000 2005 2010 2015 2020
Shaded areas indicate U.S. recessions. Source: Federal Reserve Bank of St. Louis fred.stlouisfed.org ¢

Time Period: June 1,1976 to November 30, 2022

|
II /4 LACERA Investments | 22



Staff Chart of the Month

|US Stocks Rally Post Midterms (1962-2022)

The Midterms Are Over,
Let the Stock Rally Begin!

Average price return of the S&P 500 in
the 12 months ending Oct. 31 since 1962

Vad

Pre-midterm
years

All years Post-midterm
-0.7%
’ (1962-2022) years

16.3%

Sources: Yahoo Finance, U.S. Bank

statista %

4.
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L/Z.CERA

November 28, 2022

TO: Each Trustee,
Board of Retirement
Board of Investments

FROM: Steven P. Rice, CPR
Chief Counsel

FOR: December 7, 2022 Board of Retirement Meeting
December 14, 2022 Board of Investments Meeting

SUBJECT: Approval of the Use of Teleconference Meeting Technology Under AB 361
and Government Code Section 54953(e), including as Part of Hybrid Board
and Committee Meetings

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 other public agencies
still recommend social distancing such that each Board and its Committees shall hold
teleconference meetings for the next 30 days as part of hybrid meetings also in person,
so long as the State of Emergency remains in effect, and direct staff to comply with the
agenda and public comment requirements of Section 54953(e)(3). Action taken by each
Board will only apply to that Board and its Committees.

Pursuant to the action of both Boards at the joint meeting on September 23, 2022, starting
with the November 2022 Board and Committee meetings, teleconference meetings, if
approved, will be agendized as hybrid meetings where trustees may attend by
teleconference or in person in the boardroom at LACERA'’s offices at 300 N. Lake Avenue,
Pasadena, California 91101, with adequate provision being made for public comment via
teleconference, in person, and in writing and for public attendance via teleconference and
in person.

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



Re: Approval of Teleconference Meetings
November 28, 2022
Page 2 of 5

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
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 maijority 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. Upon making the required findings, the Boards have discretion to hold
meetings either entirely by teleconference or as hybrid meetings with individual trustees
and the public able to attend either by teleconference or in person.

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
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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 over the past
year the Governor actively terminated many emergency provisions. See, e.g., Order No.
N-21-21, issued November 10, 2021, Order No. N-04-22, issued February 25, 2022.
Very recently, the Governor terminated additional COVID provisions. See Order No. N-
11-22, issued June 17, 2022. In the press release for the June 17 Order, the Governor’s
Office stated that, after June 30, 2022, “only 5 percent of the COVID-19 related executive
order provisions issued throughout the pandemic will remain in place.”

On October 17, 2022, the Governor announced that the COVID State of Emergency will
end on February 28, 2023. However, the State of Emergency remains in effect until then.
The Governor’s press release stated that one of the purposes of deferring the end of
pandemic until 2023 was to “provid[e] state and local partners the time needed to prepare
for this phaseout and set themselves up for success afterwards.” Among the transition
items reasonably interpreted as included for local agencies such as LACERA is a
phaseout of teleconference meetings.

The Los Angeles County Department of Public Health still maintains guidance, even if not
a requirement, to “Keep your distance. Use two arms lengths as your guide (about 6 feet)
for social distancing with people you don’t live with.”
http://publichealth.lacounty.gov/acd/ncorona2019/reducingrisk/. ~ The County Public
Health Department also maintains guidance for employers: “Reduce indoor crowding. A
few example strategies to decrease crowding include, but are not limited to: e Host larger
meetings outdoors or virtually. e Reduce occupancy and spread-out seating in meeting
rooms and other small spaces such as locker rooms, weight rooms, restrooms, and
saunas. Ensure good ventilation . . . . e Establish procedures to prevent crowding among
persons waiting to enter or exit a large event. Limiting attendance, establishing
unidirectional foot traffic patterns, reservations, online waiting lists, timed entry or exit,
and using staff to help direct traffic and limit access if the area becomes too crowded can
help. ” http://publichealth.lacounty.gov/acd/ncorona2019/bestpractices/.

Despite this County Health Department guidance, the Board of Supervisors recently
resumed in person meetings on September 27, 2022. The County provides enhanced air
filtration, limits attendance, and provides a designated media area. All persons in
attendance must be masked. Telephonic public comment and livestreaming are still be
provided. The LACERA Boards are not required to follow the Board of Supervisors’
decision with regard to how meetings are conducted, but the County’s change in practices
is instructive.

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


http://publichealth.lacounty.gov/acd/ncorona2019/reducingrisk/
http://publichealth.lacounty.gov/acd/ncorona2019/bestpractices/
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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 in certain circumstances 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 attend in person in the
council chambers. At its November 21, 2022 meeting, the City Council voted to extend
the video and teleconference meeting process through December 21, 2022.

The Centers for Disease Control and Prevention (CDC) recently updated its guidance,
but the CDC still advises the public that they can “Prevent the Spread of COVID-19.”
Among the methods cited by CDC is “Keeping a Safe Distance Helps Stop COVID-19:
Stay away from people who are sick. Stay away from people who have COVID-19. Stay
away from people with COVID-19 even if they don’t feel sick. Stay away from crowds.
Stay away from inside places with lots of people.” https://www.cdc.gov/coronavirus/2019-
ncov/easy-to-read/prevent-getting-sick/how-covid-spreads.html.

Under these circumstances, the Boards may reasonably conclude and find that
teleconferencing under Section 54953(e) is appropriate for Board and Committee
meetings, including on a hybrid basis, 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 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 meetings.

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. As required by the Boards’
September 23, 2022 action, hybrid in person and teleconference meetings will be
implemented in accordance with procedures required by the Brown Act.

Finally, due to a reduction in transmission levels, LACERA management continues to
support hybrid office/telework procedures.

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


https://www.cityofpasadena.net/economicdevelopment/covid-19-business-resources/
https://www.cdc.gov/coronavirus/2019-ncov/easy-to-read/prevent-getting-sick/how-covid-spreads.html
https://www.cdc.gov/coronavirus/2019-ncov/easy-to-read/prevent-getting-sick/how-covid-spreads.html
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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 as part of hybrid meetings also in person,
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.

If the required findings are made, teleconference technology will be used as part of hybrid
Board and Committee meetings conducted by teleconference and in person at LACERA'’s
Pasadena offices, so long as permissible under applicable law.

C: Santos H. Kreimann Luis A. Lugo JJ Popowich
Jonathan Grabel Laura Guglielmo Carly Ntoya
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November 23, 2022

TO: Trustees — Board of Investments
FROM: Equity: Public/Private Committee

Christopher J. Wagner %M
Principal Investment Officer

Esmeralda V. del Bosque &
Acting Principal Investment Officer

FOR: December 14, 2022 Board of Investments Meeting

SUBJECT: GROWTH FUNCTIONAL CATEGORY BIENNIAL STRUCTURE REVIEW

RECOMMENDATION

Approve the Growth Functional Category Biennial Structure Review.

BACKGROUND

On November 9, 2022, LACERA presented the Growth Functional Category Biennial Structure
Review (“Growth Structure Review”) (Attachment) to the Equity: Public/Private Committee. The
Growth Structure Review covered the global equity and private equity asset categories. While
opportunistic real estate is also part of the Growth functional category, it is included in the Real
Assets and Inflation Hedges Structure Review.

The Growth Structure Review included four recommendations:

1. Committing approximately 4-5% of the Trust’s assets annually over the next two years to
private equity opportunities

2. Extending the private equity policy target range for co-investments/fund-of-
funds/secondaries from 10-25% to 10-30%

3. Consolidating (with no changes) the CIO delegated authority across the private equity
program into a sub-section in the Private Equity Investments Guidelines

4. Reaffirming the Global Equity Investment Guidelines

The Committee voted unanimously to advance the Growth Structure Review to the Board of
Investments for approval.

OPTIONS AVAILABLE TO THE BOARD

The Growth Structure Review covers the Growth functional category comprised of global equity
and private equity, but not opportunistic real estate. If the Board does not approve the Growth
Structure Review, staff will consult with the Committee and propose an alternative or include the
Board’s direction in revised documents.



Trustees — Board of Investments
November 23, 2022
Page 2 of 2

DELIBERATIONS AND OPINIONS EXPRESSED BY THE COMMITTEE

Some of the opinions expressed by Committee members and Trustees during its discussion include
the following:

A Committee member inquired about the global equity target allocation. Staff clarified that the 32%
target allocation for global equity (shown on slide 11 of the presentation) is from the latest Strategic
Asset Allocation (“SAA”) approved in 2021, whereas the 35% pertains to the prior SAA approved
in 2018. Additionally, staff was asked to provide the percentage of the global equity portfolio that is
passively indexed. Staff shared that the target allocation to passive strategies is approximately
60%.

In response to a question from a Committee member, the Private Equity Advisor (“PEA”) stated
that despite underperformance in many emerging markets, staff and PEA will continue to evaluate
opportunities ex-China. Strong fiscal policies and exports tied to the U.S. dollar in many emerging
markets have mitigated currency volatility resulting from the strengthening U.S. dollar. The staff
and PEA affirmed that while challenges exist to making fund commitments in the $250-$500 million
range, the increase is warranted by the growth of the Fund, ability to negotiate economics, and a
desire to manage the number of relationships.

Finally, in response to a question from a Trustee, it was noted that following an RFP approval
process, staff has used the MSCI BarraOne risk analysis tool for the total Fund and asset class
analysis.

RISKS OF ACTION AND INACTION

Board approval of the Growth Structure Review authorizes LACERA to commit 4-5% of Trust
assets annually to private equity investments during the 2023-2024 calendar years.

If the Board does not approve the Growth Structure Review, private equity investments and strategy
initiatives could be delayed.

CONCLUSION

LACERA, in consultation with the Meketa Investment Group (LACERA’s general consultant) and
the StepStone Group (LACERA'’s private equity consultant), proposed the Growth Structure
Review, the primary planning document for the Growth functional category. The Equity:
Public/Private Committee reviewed and advanced the document for approval at its November 2022
meeting. Approval of the Growth Functional Category Biennial Structure Review is recommended.

Attachment

Noted and Reviewed:

Jonathan Grabel
Chief Investment Officer

CW:EdB:des:rs:jj:mm
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October 28, 2022

TO: Trustees — Equity: Public/Private Committee

79\/
FROM: Christopher J. Wagner =~
Principal Investment Officer

Esmeralda V. del Bosque “55-
Acting Principal Investment Officer

FOR: November 9, 2022 Equity: Public/Private Committee Meeting

SUBJECT: GROWTH FUNCTIONAL CATEGORY BIENNIAL STRUCTURE REVIEW

RECOMMENDATION

Advance the Growth Functional Category Biennial Structure Review and the proposed
modifications/affirmations as recommended on slide 36 of the attached presentation to
the Board of Investments for approval.

BACKGROUND

This Growth structure review combines the global equity and private equity asset
categories. While non-core private real estate is also part of Growth, its structure review
was included in the Real Estate Structure Review at the December 2021 Real Assets
Committee meeting.

The benefit of a consolidated structure review at the functional level is to affirm each
functional category’s specific role in the Fund. For example, Growth’s role is to be the
primary driver of long-term total returns for the Fund.

Staff has prepared the Growth Functional Category Biennial Structure Review
(Attachment A) for evaluation by the Equity: Public/Private Committee and ultimately for
approval by the Board of Investments (“Board”). The structure review identifies key
themes and outlines upcoming initiatives for LACERA’s Growth portfolio for the 2023-
2024 calendar years. Additionally, the structure review is a means to establish an
appropriate deployment strategy for private equity in the 2023-2024 calendar years and
ensure appropriate diversification to private equity investment strategies (i.e., Buyouts,
Venture Capital, and Co-Investments/Fund-of-Funds).



Trustees — Equity: Public/Private Committee
October 28, 2022
Page 2 of 3

GLOBAL EQUITY

Since the last structure review, the Board has approved multiple recommendations to
closely align the global equity portfolio with broader global equity and total Fund strategic
initiatives. These include an assessment of the manager search process, the
implementation of a global equity cash overlay program, the transfer of the non-U.S.
currency hedging program to the new Overlay and Hedges functional category, analysis
of activist managers, and approval to run a separate account emerging manager program
(“EMP” or “Program”). These actions will align the global equity portfolio closer to the
benchmark and should reduce portfolio volatility.

As shown in the presentation, the global equity portfolio has exhibited positive risk-
adjusted returns relative to the benchmark and noticeably improved annualized
performance since the 2020 structure review.

At the October Board meeting, Trustees approved increasing the allocation range to the
EMP and hired two separate account managers to build out the Program. Once the two
EMP managers are funded, a review of the active manager portfolio will be conducted to
evaluate underlying strategies and exposures. Meketa has reviewed the global equity
component of the Growth structure review. Their comments are in Attachment B.

PRIVATE EQUITY

The primary purpose of this structure review for private equity is to establish an
appropriate deployment strategy that maintains the target allocation for the 2023-2024
calendar years, identify key investment themes, outline upcoming initiatives, and ensure
appropriate diversification to private equity investment strategies (i.e., Buyouts, Venture
Capital, and Co-Investments/Secondaries/Fund-of-Funds).

StepStone calculated a potential annual commitment pace for the 2022-2027 period.
Using projections based on StepStone’s investment-pacing model, LACERA should
commit approximately 4-5% of the Trust’s assets to private equity opportunities annually
over the next two calendar years. The percentage of assets committed could vary as a
result of variability in the economy, the private equity marketplace, fund availability,
constraints to allocation access, and fluctuations in the total plan assets denominator.
Note that the private equity commitment pace was adjusted from a dollar target to a
percentage target based on Trustee feedback at the last structure review.

In calculating the projected commitment pace, StepStone made several assumptions
about the rate of contributions and distributions to the Fund, economic growth rates, fund
durations, and LACERA’s commitments by strategy. As the economy and market are
subject to change, staff views the pacing model as a planning tool and the number of
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commitments during the year will depend on market conditions, the availability of high-
guality opportunities, and LACERA's overall exposure to private equity.

The in-house Co-Investment/Secondary program has grown to $1.1 billion in market
value (8% of the portfolio). Combined with externally managed programs of a similar
strategy, the sub-asset class market value stands at $2.7 billion (21% of the portfolio).
The current target allocation range is 10-25% of the portfolio. With up to 30% of annual
commitments targeted for the in-house program, and given its mitigated j-curve, the
market value is projected to reach 28% of the Fund in 2024. Accordingly, staff proposes
extending the target allocation range to 10-30%.

Throughout calendar years 2023-2024, staff and StepStone will look for quality
opportunities (both re-ups and new) in each private equity investment strategy. In
addition, staff will look to increase fund commitment sizes to the $250-$500 million range
to strengthen key relationships. Stepstone’s assessment of the private equity component
of the Growth structure review is in Attachment C.

CONCLUSION

As identified in the structure review, there is one proposed change to the private equity
portfolio structure which is extending the target allocation range to Co-Investments/
Secondaries/Fund-of-Funds from 10-25% to 10-30%. Staff also recommends adopting
the proposed deployment strategy and incorporating the proposed edits (highlighted in
green) to the Private Equity Investment Guidelines. For global equity, staff recommends
re-affirming the Global Equity Investment Guidelines including recent Board action to
increase the EMP target allocation range from 0-5% to 0-10%. Once the global equity
EMP is funded, a review of the active portfolio will be conducted, and any
recommendations presented to the Board.

Attachments

Noted and Reviewed:

Jonathan Grabel
Chief Investment Officer

CW:EdB:des:rs:jj:mm
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Role of Growth

* Provides global market beta exposure to growth assets

Y/

» Seeks risk-adjusted returns to higher performing private capital assets

9 1
8 X Growth
c 71T
- .
- 5 X e
Q T T X Real Asset
o ; eal Assels
8 53 )
L= :
8 4 3 X Credit
Q. ]
» i
w 3 ]
) X Risk Reduction & Mitigation
«— (Less) Risk (More ) —
® Growth! ® Global Equities
Growth investments are the Within the Growth category, public Within the Growth category,
primary driver of long-term equity is primarily expected to private equity is expected to
total Fund returns. provide global market beta generate the highest
exposure with alpha (excess performance at an
returns) as a secondary acceptable level of risk.
consideration.

s = 20—

Data in the chart is from the 2021 Board-approved asset allocation study. Picture is an illustration, not actual experience.
"Non-Core Private Real Estate sub-asset category was reviewed as part of the Real Assets and Inflation Hedges Structure Review at the December 2021 committee meeting.




4.1 Structure Review — Background

@ 2019-2020
Structure Review
and Implementation update

Implemented initiatives:

1. Reflect global equity view

2. Increase portfolio efficiency with
factors

3. Right-size risk exposures and
consolidate strategies

4. Reduce costs in efficient market
segments

Ongoing initiatives:
1. Continue to reduce fees and
maximize returns
2. Enhance risk management across
combined portfolios
3. Internal management

See Appendix H — Glossary of Terms for definitions for some terms referenced above.

2023-2024
Biennial Structure Review

Potential initiatives:

1. Further integrate ESG and DEI data
collection and analysis into selection
and monitoring procedures

2. Accelerate ODD training and
evaluation into manager review
procedures

3. Develop feedback loops and higher
acuity on manager performance




Y/

Growth Portfolio Composition

Mitigation

Global Equities 19%

lRisk Reduction &
31%

. Overlay
1%
Real Assets
18%

Private Real 18%
Estate Credit
2% 11%

" Private equity valuation reflect latest available and are adjusted for cash flows.

Total Fund Asset Allocation”
as of August 31, 2022 ($ in millions)

Total Growth 50.2% 53.0% +/-7% -2.8% -$1,982
Global Equity 31.0% 32.0% +/-7% -1.0% -$742
Private 17.7% 17.0% +3/-5% 07%  $467
Equity

Non-Core

Private Real 1.6% 4.0% +/-2% -2.4% -$1,707
Estate

» Growth allocation increased by 6% since
last Strategic Asset Allocation Study

o Private equity target allocation increased by 7% while

global equity decreased by 3%

« Growth is underweight its target by 2.8%,
or almost $2 billion

o Partially driven by recent market sell-off in growth
assets




4.1 Growth Portfolio Composition - Sector Exposures*

LACERA Weights

Global Equity Private Equity Growth Total Benchmark Weight Difference

Communication Services 6.9% 5.0% 6.2% 7.3% -1.1%
Consumer Discretionary 10.9% 11.6% 11.2% 11.2% 0.0%
Consumer Staples 7.3% 4.4% 6.2% 7.3% -1.1%
Energy 4.6% 0.9% 3.2% 4.9% -1.7%
Financials 14.6% 7.6% 11.9% 14.4% -2.4%
Health Care 12.7% 12.6% 12.7% 12.7% 0.0%
Industrials 10.2% 12.4% 11.0% 10.4% 0.6%
frformetion Tesnmoiogy — 1o seme _ aswe _ _ own __  eei )
Materials 4.7% 4.2% 4.5% 5.2% -0.7%
Real Estate 3.2% 0.4% 21% 3.6% -1.5%
Utilities 2.7% 0.2% 1.8% 3.2% -1.4%
Others! 2.9% 2.5% 2.8% 0.0% 2.8%
Total 100% 100% 100% 100% 0%

Sector Exposure Commentary

. In the private equity portfolio, Information Technology is overweight versus its benchmark by 1840 bps;
the sector has driven outperformance in the aggregate equity portfolio

*  Private equity staff will continue to decline technology investments deemed not differentiated or accretive
to the portfolio

* Growth portfolio excluding non-core private real estate. As of June 2022.
1”Others” include proxied commingled assets plus cash held.




4.1 Growth Performance

Since Inception

Net-of-Fees (%)1 3-Month 3 -Year Inception Date
GROWTH (3.8) (9.5) (6.2) 13.4 12.5 -| Apr-2019
Growth Custom BM I (5.0) (12.8) (11.4) 10.0 9.9 I
Excess Return |_1.2 3.3 5.2 3.4 2.6
GLOBAL EQUITY (5.4) (17.3) (14.9) 8.5 7.8 Apr-2019
Global Equity Custom BM (5.6) (17.8) (16.2) 8.0 7.3
Excess Return 0.2 0.5 1.3 0.5 0.5
PRIVATE EQUITY - GROWTH (1.6) 6.1 12.3 24.2 21.9 Jan-2019
Private Equity - Growth Custom BM (5.5) (6.4) (5.7) 13.7 9.8
Excess Return 3.9 12.5 18.0 10.5 12.1
NON-CORE PRIVATE REAL ESTATE 4.1 17.9 20.0 15.9 4.8 Jan-1996
Non-Core Private Real Estate Policy BM 6.0 20.5 30.9 14.3 11.7
| Excess Return (1.9) (2.6) (10.9) 1.6 (6.9)
Commentary
@ e m e m -

» Growth has outperformed its benchmark since adopting the functional framework
o Strong relative performance provided by private equity
o Global equity outperformed its benchmark

« Short-term private equity performance measured against a public benchmark is less
meaningful

" Net-of-fee returns as of August 2022; Private equity and non-core private real estate composite and benchmark returns are reported on a 3-month lag.




Market Environment / Themes

Y/

|
Confluence of Inter-related Economic Factors Signal Ongoing Volatility

O e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e ——————————— -
» Recessionary signs include contracting GDP, inverted yield curve, declining consumer
confidence, leading economic indicators turn negative, rising CPI
* Interest rates — Fed aggressively tightening to combat inflation; mortgage rates near 7%
Increased Geopolitical Risks and Uncertainties
O e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e ———————————— -®
* Fears mount that war in Ukraine will become a broader military conflict
« European economies near recession, vulnerable to energy costs
» Sluggish Chinese economy amid conflicts with U.S. over trade, Taiwan, and human rights
» Potential greater dispersion of social, political, and economic outcomes
Investment Themes
-0

« Cognizant of economic turbulence, adhere to global market diversification objectives
» Evaluate investment opportunities with a lens towards economic resilience

* Further integration of ESG, DEI, and ODD metrics to enhance risk management capabilities




, and Governance Factors

y/
|

Enwronmental Social, and Governance (ESG) Guiding Framework

» Advance Investment Beliefs by incorporating ESG in investment process
» Advocate practices in line with Corporate Governance and Stewardship Principles
* Pursue a total Fund approach to evaluate ESG risks and opportunities in every asset class

Summary of Current Efforts

« Upfront and ongoing ESG assessment of each mandate

 Use ESG analytics to evaluate investment merits and reporting in public markets where
data is available

» Assess climate related exposures and risks in public markets

« Active proxy voting and strategic engagements in public markets on board diversity and
climate risks

Upcoming Initiatives

« Build out total fund view of climate risks and opportunities including data gathering and
modeling in private equity

» Engage a select number of private equity GPs on board diversity at portfolio companies




Global Equity

VA




as of August 2022 Market Value = % of | % of total

Y/

Role and Objectives of Global Equ=ity cooaceuy | S20 T

Global Equity: To provide global market beta exposure with alpha (excess return) as a
secondary consideration

Growth - $35.7B Global Equity - $22.0B

»

Non-Core
Private

Passive

Global Equity 64
(1]

62%

.
Real3|§/state Factor-Based
(1]

21%

Emerging

Managers
0.4%

Active
14%

Private Equity
35%

Target Actual

(% of total Fund) Policy Range  Allocation  Allocation * The most recent Strategic Asset Allocation
Global Equity 25.39% 320/ 31.0% reduced target allocation to global equity from
35% to 32%

Breakdown by Strategies (% of Global Equity)

Target Actual * Actual allocation underweight target (-1%)
Policy Range Allocation  Allocation
Passive 40-80% 60% 64.4% * The Board increased the global equity emerging
Factor-Based 0-30% 15% 21.3% manager program (“EMP”) target range from
Active 10-40% 25%, 14.3% 0-5% to 0-10% at the October 2022 meeting
Emerging Managers 0-5% 0.4%

As of August 2022.




as of August 2022 Market Value = % of % of total

Portfolio Structure: S

.Asset Strategy Global Equity $22.0 61.6% | 31.0%

y/
|

Sub-strategy exposures are within Board-approved guidelines

+/- 5% 60.8% 60.8% 0.0%
Non-U.S. Developed Markets +/- 5% 29.1% 27.7% 1.4%
Emerging Markets +/- 5% 10.1% 11.4% -1.4%
Market Capitalization Policy Range LACERA MS(iIIw?CWI Difference
Large Cap +/- 5% 75.4% 78.8% m
Mid Cap +/- 5% 11.0% 10.5% 0.4%
Small Cap +/- 5% 13.7% 10.6% 3.0%
Emerging Manager . Actual
Emerging Managers 0-5% 0.4%

Per investment guidelines, active managers are given a range across region and
market capitalization versus their respective benchmarks, which explain the
differences circled above.

As of August 2022.
"Morgan Stanley Capital International, All Country World Index, Investable Market Index.




C h a n g es S i n ce as of August 2022 Market Value = % of | % of total

(in $ billion) 'Growth  Fund

2 02 0 Stru Ctu re Rev i ew Global Equity $220 | 61.6% | 31.0%

4.

|
Board approved actions since last Structure Review have made the

portfolio more consistent with broader initiatives

Assessment of Manager Search Process; Review of U.S. Active Portfolio Exposures (Style and Market

Capitalization); Evaluation of New Portfolio Management Tools

* Board approved investment guidelines to clarify tracking error, affirm currency hedge, and establish
parameters for global equity cash overlay program

Study of Currency Hedging Program; Emerging Manager Program (“EMP”) Request for Proposal
» Currency hedge shown to meet objective of reducing volatility from non-U.S. equities since inception
* Board approved minimum qualifications and scope of work for direct EMP search

2021 Strategic Asset Allocation includes new "Overlays and Hedges" functional category
+ Board approved the transfer of Non-U.S. currency hedge to new functional category

Global Alpha graduated from the EMP; results from second EMP search presented to the Board
* 2nd direct EMP search resulted in no manager hires; Staff and Meketa to reevaluate the EMP

Analysis of Global Equity Activist Managers
* Board approved changes to activist program

Global Equity EMP Assessment and Request for Proposal Recommendation
» Board approved separate account manager EMP search minimum qualifications and scope of work

Internal Asset Management Update
* Board approved to reassess after the next Strategic Asset Allocation

Increased size of Global Equity EMP and approved hire of two separate account managers
+ Board approved increasing EMP target range from 0-5% to 0-10% and hired two firms

Global Equity Recommendations to Consolidate Portfolio
* Board approved manager terminations

"Board approvals highlighted in bold.




Performance Comparison
2020 vs 2022 CobalEauty | 3220 31.0%

as of August 2022 Market Value = % of % of total

Y/

Improvement in portfolio relative returns since last structure review

Performance as of September 30, 2020

Annualized Return (%)

Performance as of August 31, 2022

Annualized Return (%)

YTD Since

Global Equity Portfolio 1-Year ) o019 [|Global Equity Portfolio 1-Year  2-Year Apsr'””‘z’g 19
Global Equity (Net) -0.1 8.6 8.4 Global Equity (Net) 173 1 149 5.7 : 7.8
Benchmark? 0.5 9.6 8.5 Benchmark! -17.8 : -16.2 44 | 13
Difference: -0.6 1.0 -0.1 Difference: 0.5 : 1.3 1.3 |1 0.5

« Manager consolidation

» Implementation of overlay program to reduce tracking error
« EMP graduation and improvement of structure

" The benchmark for global equity portfolio since July 2019 is the MSCI ACW!I IMI Index. The benchmark from April 2019 to June 2019 was 80% MSCI ACWI IMI and 20%
MSCI World ex-U.S. IMI currency hedged. Total Fund transitioned to functional category in April 2019. As a result, global equity portfolio inception date is April 2019.




as of August 2022 Market Value = % of % of total

(in $ billion) 'Growth  Fund

III' Market Commentar-y Global Equity $22.0 61.6% | 31.0%

Global Market: U.S. vs. Developed Markets U.S. Market: Large vs. Small and Growth vs. Value'
30
MSCI ACWI IMI ——U.S. - World ex-U.S. 30
—~ 20 Russell 1000 Growth - Value
S 20 . Russell 2000 Growth - Value
£ 0 T Sl | - Russell 1000 - 2000
= c
& § 10
c [0)
s £ O
; 5
3 10 £ 10
(@) (o]
£ ™
E -20 g -20
o
-30 X 30
Aug-00 Apr-04 Dec-07 Aug-11 Apr-15 Dec-18 Aug-22 Aug-96 Nov-99 Feb-03 May-06 Aug-09 Nov-12 Feb-16 May-19 Aug-2z

The market environment in the last two years is characterized by:
e U.S. stocks outperformed non-U.S. stocks
e Within the U.S. market:

o Large cap stocks continue to outperform small cap stocks, with episodic reversals of small
cap outperformance

o Areversal of growth outperformance after historical highs, with value leading recently
e Within the non-U.S. markets:

o Developed markets are negatively impacted by the war in Ukraine and energy crisis

o Emerging markets lagged more than developed

" Russell 1000 index represents the top 1,000 U.S. stocks by market cap and is a proxy for large cap stocks. Russell 2000 index represents the 2,000 smallest cap U.S. stocks
and is a proxy for small cap stocks.




as of August 2022 Market Value = % of % of total

(in $ billion) 'Growth  Fund

/[,, Performance (NEt'Of-FeeS) Global Equity $22.0 | 616% | 31.0%

Global equity has outperformed its benchmark since adopting
the functional framework

Returns (%) Risk Metrics
Since
YTD April | Tracking Information Sharpe Up Down
Global Equity Portfolio  3-Mo. 2022 1-Year 2-Year 3-Year 2019 | Error Ratio Ratio Capture Capture
l
Global Equity -5.4 -17.3 -14.9 5.7 8.5 7.8 097 | 058 0.39 I 100.2 98.4
l
l
Benchmark! -5.6 -17.8 -16.2 4.4 8.0 7.3 -- | -- 0.35 I -- --
Difference 0.2 0.5 1.3 1.3 0.5 0.5
As of August 2022.

See Appendix H — Glossary of Terms for definitions

» Despite its short history, the portfolio has exhibited positive risk-adjusted returns as indicated by the
information and Sharpe ratios

o Portfolio benefited from reduced tracking error during significant market volatility

* Most active managers outperformed as tilt to quality and value stocks was rewarded
« Within non-U.S., emerging market managers underperformed mainly due to geopolitical events

"The benchmark for global equity portfolio since July 2019 is the MSCI ACWI IMI Index. The benchmark from April 2019 to June 2019 is 80% MSCI ACWI IMI and 20% MSCI
World ex-U.S. IMI currency hedged. Total Fund transitioned to functional category in April 2019. As a result, global equity portfolio inception date is April 2019.




Market Value = % of % of total

as of August 2022

Global Equity Attribution G oy | szz0 ot | a0

Y/

Sub-strategy return drivers versus benchmarks

Relative Returns (%) Relative Return Commentary
24 Months Ending August 2022

Versus Sub-Composite

4.0 3.6 Benchmark

3.5 " .

20 + Active: Positive stock selection
c 25 + Factor: Model overweight to value
§ 20 1.8 and quality

1.5 1.2 1.3
2 B versus MSCI ACWI IMI
® 10 0.7
5 05
w v . - Active: Non-U.S. overweight

0.0 detracted as U.S. outperformed

os B

10 + Factor: Model overweight to U.S.

-1. -0.7 _ stocks

Active Factor-based Passive Total
Sub-strategies + Passive: Exposure to India and

earned income on tax reclaims
m Relative to Sub-Composite Benchmark®  mRelative to MSCI ACWI IMI

* Sub-composite benchmark computed for Active and Factor-based where the manager index is weighted according to its corresponding portfolio allocation.




as of August 2022 Market Value = % of % of total

(in $ billion) 'Growth  Fund

/[,, RiSk: ACtive Managers Global Equity $220 | 61.6% | 31.0%

|
Each manager’s active risk contribution relative to portfolio weight!

m Active Risk Contribution % Weight of Global Equity

Acadian

BTC Euro Tilts

Cevian Capital

CornerCap (EMP)

Lazard |
Active Manager Roster
Capital Group |
* 4 U.S. Managers
Frontier |
o 1 large cap; 3 small cap
Systematic |
Global Alon * 7 Non-U.S. Managers
opalAlpha o 5 regional; 1 single country;
Symphony _ 1 emerging markets
I
I

JANA

Overlay program lowers overall portfolio risk

|

Overlay

-5.0

o
o

5.0 10.0 15.0 20.0

Once EMP is funded, a review of the active manager portfolio will be conducted
to evaluate sub-asset class and regional exposures

" Refer to Appendix H — Glossary of Terms — for risk definitions.
Source: MSCI BarraOne. As of August 2022. JANA data is on a quarter lag. Cevian data is proxied.




4| Global Equity Cash Overlay

as of August 2022 Market Value = % of % of total

(in $ billion) 'Growth  Fund
Global Equity $22.0 61.6% 31.0%

Overlay program has been additive since inception

Global Equity Cash Overlay Expsoures

As of August 2022
In Millions ($)
Year-to-Date Inception *
Gain/(Loss) Gain/(Loss)
Region $24.7 $27.8
Market Capitalization -$7.1 $29.2

Total $17.6

* LACERA total Fund Cash Overlay Program inception date is July 2019.

Board-approved overlay
implemented in 2021:

Used to rebalance regional
and market capitalization weights
back to target when +/-1%
over/underweight

Aligns portfolio exposures closer
to benchmark, reducing tracking
| error




as of August 2022 Market Value = % of % of total

(in $ billion) 'Growth  Fund

/Il, Fee SaVings Global Equity $22.0 61.6% | 31.0%

|
Improved Fee Savings Over Time
e Continuous effort to improve portfolio net-of-fee performance

e As of June 2022, reduced overall annual fees for global equity by approximately $1.3 million or 0.9 bps
annualized compared to 2020

o Primarily from fee reductions within active strategies (~ 18 bps annualized)
e Sources of fee savings come from:

o Investment manager terminations for poor performance and organizational risks
o Transition of assets away from strategies that are inconsistent with LACERA strategic initiatives
o Negotiations with managers to reduce investment management fees

e Additional savings expected in the future as terminated managers exit portfolio

Effective Annualized Fee Change Over Time

70 m Total Global Equity
59.5 59.5 Total Active

60

‘2 465

g 415

& 40

=

£ 30

n

@ 20

8 14.0 115 10.7 10.6
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as of August 2022 Market Value = % of % of total

- (in $ billion) Growth  Fund
III' Evaluatlon Global Equity mon 6/0 31%

What has Worked: Changes to Structure

e e °

Manager consolidation, implementation of overlay
program, adoption of risk tools for portfolio
monitoring, and reduced tracking error

Active Management

Broad-based outperformance of active and factor-
based managers across the U.S. and non-U.S.

Areas for Refinement:

Review of Active Portfolio

Review of active managers once EMP is ramped up
to further improve upon risk-adjusted returns
Portfolio Risk Exposures

Continue to align regional and market capitalization
exposures across U.S. and non-U.S. segments




- w - . as of August 2022 Mar;etValu)e G%of % of total
(in $ billion rowth Fund
/| Initiatives - Strategic 220 |oten] 310%
|
Completed

®* Completed initiatives identified from the last structure review

® Assessed global equity emerging manager program (“EMP”) and
completed searches

® Reviewed internal management
®* Implemented overlay program

¢ Consolidated investment managers

In-Process
® Continued integration of risk analytics into manager oversight

¢ Annual contract compliance review
® Further integration of DEI and ESG into investment process

Upcoming
® On-boarding of EMP Separate Account Managers

® Review of active portfolio after EMP is funded
¢ Portfolio risk analysis study




Private Equity

VA




Market Value = % of % of total

as of August 2022

Role and Objectives of Private Equity! e oo o] o

7

Growth - $35.7B Private Equity - $12.6B

Co-Investments /
Secondaries /
Fund-of-Funds

22%

Venture
Capital /
Growth Equity
18%

Opportunistic
Real Estate
3%

Global
Equities
62%

Private
Equity
35%

« Growth investments are the primary driver of long-term total Fund returns

« Within the Growth category, private equity is expected to generate the highest performance
at an acceptable level of risk

« The target return for private equity is 200 basis points over the MSCI ACWI IMI? Index, net of
all fees

' Private equity market value data as of June 30, 2022. Global equity value as of August 31, 2022.
2Morgan Stanley Capital International, All Country World Index, Investable Market Index.




Y/

(in $ billion)  Growth Fund

Portfolio Structure by Investment Strategy [ ... o || 177

as of August 2022 Market Value = % of % of total

As of 6/30/2022

Actlve Outstandlng 0 Current Proposed

In-house Co-Investment / o
Secondary Program $1,067 $271 $1,338 8%

Grand Total n- $12,576 $3,972 $16,547 100%

* Four GPs appear in multiple strategies.

Portfolio Structure Commentary

« All investment strategies are within range

| |
Buyouts $7,548 $2,851 $10,399 60% I 50-85% 50-85% |
| |
| |
VC/Growth Equity 20 58 $2,284 $554 $2,838 18% 1 15-30% 15-30% |
| |
R 1
Co-Invest /| FoF / Secondaries 7 11 $1,676 $296 $1,972 13% | |
L 10-25% 1030% |
| |
| |

» The combined market value of the in-house and externally managed Co-investment/Fund-of-
Fund/Secondary strategy totals $2.7 billion or 21% of the portfolio’s NAV

o At approximately 30% of annual commitments, and with no j-curve spacing out the deployment,
capital allocated to the strategy is projected to reach 28% of NAV by year-end 2024

o Staff proposes to extend the target allocation range from 10-25% to 10-30%
International exposure stands at 29% within target range of 20-45%

o Emerging Markets exposure stands at 11.4% within the target range of 0-15%, led by China
with $916.5 million in market value

As one of the active components of the Growth portfolio, staff will continue to identify equity
exposures that are either unavailable, mispriced, or difficult to find in the public markets

25



Portfolio Structure — Select Country o nuquet20z0 | MarketValte | %of | %oftotl

(in $ billion) 'Growth  Fund

4..| Exposures Relative to MSCI ACWI IMI Index23 | prietc cauiy s126 | 352% | 177%
|

Private Equity Market Value vs MSCI ACWI IMI Target Weights
$10,000
$9,000
D
1
$8.000 — CU Largest over- and under-
$7,000 weight country exposures
$6,000
é $5,000
= $4,000
&L
$3,000
$2,000
$1,000 e
]
$0 _— — — — . — — |
-—— - -—— ——— :___I
-$1,000 United
Stna:t(Zs China South Korea France India Canada Switzerland Australia Japan
B +/- MM vs MSCI Weight $1,253 $550 -$66 -$97 -$105 -$226 -$232 -$243 -$618
m Target MSCI Market Value $7,280 $367 $168 $313 $192 $384 $287 $263 $694

Relative to MSCI ACWI IMI index, the portfolio is overweight a combined $1.8 billion to U.S.
and China; increased exposure, especially to Australasian region, could prove beneficial

" Based on June 30, 2022, values determined by portfolio company headquarter location.
2Morgan Stanley Capital International, All Country World Index, Investable Market Index.
3 Select countries reflect two largest over-exposures and seven largest under-exposures.




Market Value = % of % of total

as of August 2022

Private Equity Periodic Returns’-2 vty | 120 | a0z | 111

7

LACERA private equity has exceeded its performance
objectives across 1, 3, 5, and 10-year periods?

« Given the j-curve effect* in early LACERA IRR MSCI ACWI + 200 bps
years of private equity funds,
the 5-Year and 10-Year
performance numbers carry 24.8% 8.0%
greater weight

12.2% -14.5%

21.5% 8.7%

* In the 5-Year period, private
equity outperformed its policy
benchmark by 1280 bps

18.1% 10.7%

* In the 10-Year period, private
equity outperformed the
benchmark by 740 bps

"Based on June 30, 2022 values.

2PE IRR is a dollar-weighted return which calculates the rate of return that will set the present values of all cash flows to the value of the initial investment. This methodology
differs from global equity's time-weighted return which measures the compound rate of growth in a portfolio.

3 Performance numbers include Special Situations and Energy funds that are now in Credit and Real Assets.

4The j-curve in private equity is a trendline that depicts an initial decrease in value during ownership as the GP invests in the business followed by a substantial improvement.




as of August 2022 Market Value = % of % of total

Private Equity Co-Investment and
Secondary Program Performance Private Equity = On) 1

Y/

Both strategies have outperformed LACERA’s private
equity performance (24.8% net IRR) since 201943

($ in millions) As of June 30, 2022

Performance — All Investments Since Program Inception

Secondaries

Co-Investments
46.5% 1.6x 0.09x! 25.7% 1.3x 0.28x

Net IRR Net TVPI Net DPI Net IRR Net TVPI Net DPI

$690 $515

$405
$429 / /

Invested Capital Total Value Invested Capital Total Value

1 Co-Investment net DPI is pro forma for distributions received in the subsequent quarter.
2|n-house co-investment and secondary program launched in 2019.
3 PE Total LACERA PE performance — 1.48x TVPI, 27% net IRR, and 0.13x DPI, inclusive of co-investments and secondaries.




Market Value = % of % of total

Private Equity Co-Investment and —
Secondary Program Cost Benefits Prvats Equty | 9120 7%

Y/

Program has saved ~$20M in management fees
compared to traditional 2% management fee
structure for primary fund commitments’

Estimated Program Cost Savings

. $14,000
$12,000

Thousand

$10,000

$8,000

$6,000

$4,000

$2,000
$-

Co-investment Secondary

T Co-investments and Secondary investments since inception through June 30, 2022.




as of August 2022 Market Value % of % of total

/,,,| BarraOne Private Equity Risk Summary’ =50 e o

Staff has commenced review of BarraOne risk data to
understand its potential benefits and limitations

Growth

S . Private equity comprises 34% of
N TR wimzses  wosm  mer  mer 10000 the Growth category market
T mﬁmﬁ 0{“ ,m — ( value and 44% of its Total Risk

T -
Private Equity . T The Benchmark Risk (26.87)

Wk Summory - comprises the majority of
oo g . I private equity’s Total Risk
T § . - - number (29.10); Active Risk
e T e factors include Equity, Private

Equity, and Selection Risk

"Data as of July 31, 2022.




Private Equity: Pacing and Commitment

(in $ billion) 'Growth  Fund

SChedUIe Private Equity $12.6 35.2% 17.7%

Y/

Current Expected Allocation

Allocation end of 2024

| Allocation Target as % of Total Fund 17.7% 16% 17%

« Implementation: Commit 4-5% of Total Plan assets annually’

« Goals: Maintain target allocation with consistent vintage year, strategy, and
manager diversification; modulate deployment, as needed, being cognizant
of market environment; increase fund size commitments to $250-$500
million range

| Secondary Program Exposure

 Co-Investments and Secondaries
currently comprise 8% of the portfolio

- NS E G ~
- By targeting 30% of annual
20% deployment to these categories, they
are projected to grow to 21% of the
portfolio by 2027
e » This progression will reduce fees,

2022 2027 2024 2025

mitigate j-curves, and advance
W EBuyout Venture Capital W Growth Equity Intentlona“ty In InveStIng pOSItlver
® Fund of Funds Co-Invest ~econdaries ImpaCtlng performance

—I In-house Co-Investment and

' See Appendix E for StepStone’s Private Equity Model Assumptions.




Market Value = % of % of total

as of August 2022 ' o
(in $ billion) 'Growth  Fund
Private Equity $12.6 352% | 17.7%

y/
|

What has Worked: , U.S., Technology, and VC Exposure

U.S. technological innovations have transformed
global society, generating exceptional performance

In-house Co-Investment and Secondary

Early performance continues to impress; stronger
GP relationships; more insightful GP assessments

Areas for Refinement:
Portfolio Design
L

Better diversify sector and geography exposure to
mitigate expected economic volatility

Strengthen Influence on Fees / Maximize Returns

Continue to explore alternative structures which can
lower the cost of investing in private equity and
maximize sources of returns




as of August 2022 Market Value = % of % of total

/,,,‘ Initiatives — Strategic oty || $12s |52 ] 7%

Completed

» Refined In-House Co-Investment and Secondary Parameters

» Completed RFP for private equity consultant

« Completed RFP for manager of the Emerging Manager Program
» Finalized Manager Scorecards across the private equity portfolio
« Enhanced fund operational due diligence process

In-Process

* Integrating BarraOne risk analytics into due diligence framework

» Refine and codify operational procedures

» Continue to increase capabilities and integrate ODD into processes

o Upcoming
(') « Assess merits of a secondary sale ($500-$1,000 million range)

« Staff Investment Committee process standardization

« Commit larger investments ($250-$500 million per fund) to
strengthen key relationships




Growth: Next Steps

VA




Y/

Initiatives - Strategic

Completed

« Began utilization of MSCI BarraOne risk management platform
for Growth portfolio

In-Process

» Onboarding of private equity and global equity EMPs
Assessing optimal active management strategy across Growth

Reducing costs to maximize returns
Further integration of DEI and ESG into investment process
Build out total fund climate exposure analysis

Upcoming

» Continued focus on using risk management tools to review
sector and country exposures across Growth portfolio
 Staff Investment Committee process standardization




/.|Advance to Board

Staff proposes advancing the Growth Functional Category
Biennial Structure Review including the following:

« Advance recommendation to commit approximately 4-
5% of the Trust’s assets to private equity opportunities
annually over the next two calendar years

« Advance proposal to extend the private equity target
allocation range for Co-Investments / Fund-of-Funds /
Secondaries from 10-25% to 10-30%

» Advance consolidation of CIO Authority across the
Private Equity Program into a new section in Appendix
B — Private Equity Investment Guidelines entitled CIO
Delegated Authority

« Reaffirm Global Equity Investment Guidelines
(Appendix A) including recent Board action to increase
EMP target allocation from 0-5% to 0-10%




Appendices

VA




Appendix A — Global Equity Investment Guidelines

Performance Meet or exceed the MSCI ACWI IMI Index

Y/

Tracking Error 1.0% — 2.5% over 7-year

Target Allocation Target Allocation Range

Passive (Index) 60% 40 — 80%

Factor-based 15% 0-30%
Active 25% 10 - 40%

Emerging Managers

Parameter Target Allocation Range
Relative to Benchmark

Capitalization Large +/- 5%

Mid +/- 5%
Small +/- 5%
United States +/- 5%
Developed ex U.S. +/- 5%
Emerging +/- 5%

"Board approved increasing EMP target allocation range from 0-5% to 0-10% at October 2022 BOI meeting.



/.| Appendix A — Global Equity Investment Guidelines (Cont.)

I T

If market capitalization or regions deviate +/-1% relative to benchmark, the Cash
Cash Overlay Overlay program may be used to rebalance market exposures back to target.
Rebalancing will not be used for tactical allocation or market timing.

50% passive currency hedge (to U.S. Dollar) on the Non-U.S. developed markets
Currency Hedge Program? foreign currency exposure in accordance with weights of the MSCI World-ex US IMI
Index.

Investment managers should refrain from purchasing tobacco securities when the same
Tobacco investment goals concerning risk, return, and diversification can be achieved through
the purchase of another security.

Investment managers should refrain from purchasing securities where the company has
been identified as doing business in Sudan or with the government of Sudan, when the
same investment goals concerning risk, return, and diversification can be achieved
through the purchase of another security.

Investment managers should refrain from purchasing securities where the company has
been identified as doing business in Iran’s energy sector or with the government of Iran,
when the same investment goals concerning risk, return, and diversification can be
achieved through the purchase of another security.

" The currency hedge program was transferred to the new “Overlays and Hedges" functional category as per 2021 Strategic Asset Allocation.




Appendix B1 — Private Equity Investment Guidelines:
/.| Program Parameters

|
T T T

Investment Size $5 Million 10% of LACERA’s MV plus
undrawn commitments

Single Partnership 50% of total commitments from Does not apply to
all LPs separate accounts

General Partner 10% of LACERA’s MV plus Applies to aggregate
undrawn commitments across multiple funds

Sub-Asset Class JE[0)Yell|cS 50-85%
Venture Capital/Growth Equity 15-30%
Co-Inv/FoF/Sec? 10-30% I

Geography Non-United States 20-45%
Emerging Markets 0-15%

TLACERA allows staff and the PEA(s) some latitude outside of the ranges. In the short term, LACERA does not wish to have staff, or its PEA(s), constrained by the
designated ranges; i.e., fulfilling target allocations will not drive the investment recommendation process. LACERA will invest consistently over time to gain the
proper exposures.

2Reports shall include information on general market environment and expected opportunities, portfolio composition, performance summary, and recent activity

3 Staff and PEA propose extending range for Co-Investment/FoF/Secondaries from 10-25% to 10-30%.




Appendix B2 — Private Equity Investment Guidelines:
/.| Co-nvestment and Secondary Program

Co-Investment Parameters Secondary Purchase Parameters

Sourcing + Co-investments offered by Board-approved managers » A private equity fund in which LACERA is an
so long as the manager is currently managing capital existing investor; or
on behalf of LACERA?; or

» A private equity fund or vehicle that is managed by

* Co-investments alongside a Board-approved a manager of the same institutional quality as
discretionary PE manager, PE consultant, or their those LACERA has previously committed to
approved managers

Investment Size $130 million maximum $130 million maximum?2

Geography Global with non-U.S. investments subject to:

« Maximum $130 million investment size

» Total PE portfolio international exposure target allocation range of 20-45% applies (includes primary funds, co-
investments and secondaries)

Deal Types Buyout and growth capital® transactions only

Annual Capital

0, i . 0
Deployment Up to 30% of annual private equity target allocation

Advisory Third party confirms LACERA'’s due diligence was

Confirmation satisfactorily followed Third party secondary advisor confirms valuation

Investment * 10% of LACERA’s PE portfolio market value plus
Limitations unfunded commitments at the time of purchase

"Includes funds approved by the CIO through LACERA's private equity fund re-up procedure.
2 Excludes amounts rolled over from primary funds in conjunction with a continuation vehicle secondary transaction.
3 Growth capital includes high growth pre-EBITDA companies with a liquidity event expected in the next two years.




Appendix B2 — Private Equity Investment Guidelines:
Co-nvestment and Secondary Program (cont'd)

Y/

_ Secondary Sale Guidelines

Secondary » All sales must provide strategic, tactical, and/or economic benefits that assist LACERA in
Disposition meeting its investment goals
Guidelines * The program will consider selling undesired holdings that include both mature secondaries
and hybrid secondaries
o Sell determinations will fall under the following criteria:
» Poor Performing: Poor performing assets that have little to no potential to
materially improve the future performance of the private equity program
» Tail Ends: Mature assets that have provided a significant portion of their
potential performance, whether attractive or poor, and the remainder of the
assets have little to no potential to materially improve the future performance of
the private equity program. These assets will typically have little value
remaining in the capital account and/or few holdings remaining in the fund
= Non-strategic: Assets that have an investment focus that is no longer a
strategic part of LACERA’s investment objectives and there is little to no
potential to materially improve the future performance of the private equity
program
» Strategic: Assets that can help improve the overall purchase prices and returns
associated with the secondary sale
» The secondary sale program will opportunistically consider the sale of single limited
partnership interests and portions of partnership interests as well as portfolios of multiple
limited partnership interests. Portfolio sales will be considered when the aggregated benefit
to the private equity program is more attractive than individual dispositions




Appendix B3 — Private Equity Investment Guidelines:
/.| Avoided Transaction Types

Prohibited Description
Investment Type

LACERA avoids investment strategies that primarily involve hostile takeovers, defined as
Hostile Takeovers acquisitions opposed by the board of directors of the target company.

LACERA does not aim to promote privatization of public jobs through its private equity Staff and/or
Privatization investment program. It is highly unlikely that LACERA would invest in private equity PEA will seek
investments that are dependent on privatization strategies. guidance from
the Board
When performing due diligence prior to making the initial investment in a domestic before
partnership, staff and/or PEA, as applicable, will use reasonable efforts to ascertain the investing in a
following: domestic
1. Whether the partnership’s current investment strategy includes the privatization of jobs partnership if
held by LACERA members, and the due
2. Whether previous partnerships operated by the general partners, if any, have invested in diligence
companies dependent upon privatization of jobs held by LACERA members. establishes

privatization.




Appendix B4 — Private Equity Investment Guidelines:
Reporting Requirements

Y/

: Staff and Private Equity
n Portfolio Performance Advisor ("PEA") Board Annually
Status of Co-Investments
26 SeeanckrEs Staff Board Annually
Portfolio Performance and Custodian Bank and
Investment Analysis General Partners Staff Quarterly

T Reports shall include information on general market environment and expected opportunities, portfolio composition, performance summary, and recent activity.




Appendix B5 — Private Equity Investment Guidelines:
/.| ClO Delegated Authority

[ = e —— —— —— — — — — — — — — — — — — — — — — — — — —

_ CIO Delegated Authority?

_ The CIO is authorized to approve capital commitments in follow-on-funds up to $250 million per
CIO Authority for fund or up to a 25% fund ownership increase compared to LACERA’s ownership percentage in
Follow-on Funds the predecessor fund, provided:

i. LACERA's prior investments in each predecessor fund greater than three years old
(based on the fund’s inception or commencement of operations date) exceeds the
benchmark net IRR and net MOIC median returns for the fund’s sub-asset class
strategy, and

ii. There have been no material changes in the investment strategy or key persons, and

iii. LACERA's private equity consultant concurs with the investment

The Board will receive written notification of all such actions from staff

CIO Authority for » The CIO is authorized to approve the secondary sale of limited partnership interests that fall within

Secondary Sales LACERA’s disposition guidelines

+ The CIO is authorized to approve the disposition of limited partnership interests with aggregate NAV
(determined at the time of disposition) of up to $500 million per year

CIO Authority for The CIO has the authority to approve secondary investments in vehicles or funds which are consistent
Secondary with the criteria set forth in these guidelines, and at valuations deemed attractive by staff and a Board-
Purchases approved secondary advisor

(o [oW.TI i 1A THL.EM The CIO has the authority to approve co-investments in accordance with the co-investment program
Investments investment guidelines

— — — — — — — — — — — — — — — e ]

1 CIO Delegated Authority consolidates language from other sections of the Structure Review into one section.




£.| Appendix C — Global Equity Portfolio Liquidity Analysis

~97% of the global equity portfolio is highly liquid

Liquidity Breakdown
As of August 2022

Estimated Days

to Liquidate

Highly Liquid 96.9 0.5
Moderately Liquid 0.3 25
Less Liquid 0.3 41
llliquid 2.57 >60
Total 100.0 34

1~70% of the illiquid position is from a manager that will be liquidated.
Source: FactSet. Calculation is based on 20% sell threshold and average stock volume, and the estimated number of days to liquidate is theoretical at a point in time




Appendix D — Global Equity Climate Analysis

Weighted Average Carbon Intensity
LACERA Equities Portfolio Less Carbon Intensive Than Benchmark (tCO2e/$M Sales)

171
- Active strategies underweight carbon intensive securities 168
- Higher carbon intensity in LACERA's passive index fund

LACERA Policy

Y/

Benchmark!
Concentrated Exposures: 3 Sectors Represent 81% of Carbon Footprint -
- Materials, Utilities, and Energy represent 13% of portfolio weight Othicr
19%
Energy
16%

Carbon Footprint by Sector

Estimated 11.6% of Portfolio Value at Risk from Climate-related Risks Scope 1 & 2 Emissions
- Scenario analyses model impacts from policies, regulations, and weather-related
events?
LACERA Engages High Emitters to Reduce Exposures c'"!\ate
Action 100+

- Climate Action 100+ initiative engages 166 companies representing 50% of
LACERA's equities portfolio Scope 1 & 2 carbon footprint to reduce emissions and

climate risks

1 MSCI All Country World IMI Index (ACWI).
2 Climate Value at Risk evaluates impact of 2-degree scenario for policy risks and average physical risks.

Source: LACERA analysis of MSCI Data Analytics. As of August 2022.




/.| Appendix E — Private Equity Allocation Model Assumptions

M

(2)
(3)
4

(5)

. StepStone pacing model driven by five independent variables(2):

— Rate of contributions

- Rate of distributions

- Annual growth or return by sub-sector
- Life of fund in years

- Annual commitments by sub-sector

. StepStone’s preliminary pacing model utilizes the following assumptions for LACERA's portfolio:

Total Portfolio Value: ~570 billion!?)
Actuarial Rate of Return (net): 7.0%
Target Private Equity (% of Total FMV): 17% (range of 12% - 20%)

*  StepStone modeled three scenarios based on the PE Weighted Average Return'®:

- Low Case Net IRR of 8.0%
- Base Case Net IRR of 10.8%
- High Case Net IRR of 13.6%

. Blended 10-year sub-sector exposures on new commitments(® :

Buyout: 50%
Venture Capital: 10%
Growth Equity: 10%
Co-investments: 15%
Secondaries: 15%

Any return contained herein is hypothetical and is not a guarantee of future performance. The returns set forth herein do not constitute a forecast; rather they are indicative of the
internal transaction analysis regarding outcome potentials. Any returns set forth herein are based on StepStone’s belief about the returns that may be achievable on investments
that the Partnership intends to pursue. Such returns are based on current view in relation to future events and financial performance of potential investments and various models,
estimations and “base case” assumptions made, including estimations and assumptions about events that have not occurred. Actual events and conditions may differ materially
from the assumptions used to establish returns and there is no guarantee that the assumptions will be applicable to the Partnership’s investments

Total Portfolio Value for Q2 2022 of US$70.4 billion as provided by LACERA

The Actuarial Assumed Rate of Return as adopted by the LACERA Board of Investments

Low Case Net IRR reflects Meketa's assumption for 10-Yr Composite PE returns. High Case Net IRR reflects StepStone’s blended return assumptions by sub-sector. Base Case Net
IRR reflects the Midpoint of Meketa and StepStone.

As provided by LACERA




/.| Appendix F — Private Equity Investment Process

LACERA Process

Staff Member Assigned

Initial Review Decide to Pass

StepStone and LACERA Staff Discussion

Fund Manager Meeting

Staff Reviews Fund Summary Vote o Not Invest
ote 1o Not Inves

LACERA Internal PE Team Investment
Committee (TIC) meeting

Formal Due Diligence
Onsite/Virtual Meetings Vote to Not
Invest

LACERA PE TIC Discussion
LACERA Staff Recommendation

Not
CIO Reviews Staff and StepStone Approved
Recommendations
Not
Approved
LACERA Board Discussion
Negotiations
Unsuccessful

Ongoing Legal Negotiations / Fund Close




Appendix G1 — Private Equity Commitments:
/.1 2021 Commitments

Board Commitment
Date ($MM)

1/13/21 LAV Fund VI, L.P. $62
1/13/21 LAV Fund VI Opportunities, L.P. $31
1/13/21 Novacap TMT VI, L.P. $75
1/13/21  Co-Investment $20
1/13/21  Co-Investment $30
2/10/21  Co-Investment $20
3/10/21 Excellere Capital Fund IV, L.P. $100
4/14/21  Co-Investment $15
4/14/21  Co-Investment $20
4/14/21  Co-Investment $20
4/14/21 TA Associates XV $110
4/14/21  TA Associates Special Opportunities Fund I, L.P. $30
4/14/21  Lightyear Capital V, L.P. $100
4/14/21 Hellman & Friedman X, L.P. $150
4/14/21  Veritas Middle Market Fund $100
5/19/21  GHO Capital lll, L.P. $100
5/19/21  Secondary $66
6/9/21 Co-Investment $36
7/14/21  Webster Equity Partners V, L.P. $125
8/11/21  Co-Investment $40
8/11/21  Co-Investment $15
8/11/21  Summit Partners Growth Equity Fund XI, L.P $100
9/8/21 STG Allegro, L.P. $75
9/8/21 Atlantic Street Capital V, L.P. $150
9/8/21 Co-Investment $40
10/13/21  Clearlake Capital Partners VII, L.P. $200
11/17/21  Revelstoke Capital Partners Ill, L.P. $100
12/8/21  Co-Investment $7
1/12/22  Accel-KKR Growth Capital CV Fund IV, L.P. $100
2/9/22  Secondary $70
2/9/22 Co-Investment $40
5/11/22  Secondary $125
6/8/22  Secondary $85

 Total | | $2147




Appendix G2 — Private Equity Commitments:

£.12022 YTD Commitments

Commitment
Board Date
| owdDae | Fundtame | 7Y

1/12/22 TSG9 $100
1/12/22 Great Hill Partners VI $100
2/9/22 Emerging Manager Program $400
2/9/22 Thoma Bravo XV / Discover IV $150
2/9/22 Storm Ventures VI $50
3/9/22 AE Industrial lll, L.P. $100
3/9/22 Green Equity Investors IX, L.P. $150
3/9/22 Jade Equity Investors II, L.P. $50
3/9/22 The Veritas Capital Fund VIII, L.P. $100
4/13/22 Silver Lake VI $200
4/13/22 Advent GPE X $130
4/13/22 Co-Investment $50
4/13/22 Co-Investment $45
7/13/29 Pr?mary Venture Partners IV / $50
Primary Select Il
7/13/22 Co-Investment $30
11/9/22 Co-Investment $20
11/9/22 Co-Investment $75
11/9/22 Secondary $70

TotalYTD__| $1,870




Appendix G3 — Private Equity Commitments:
-2022 Re-Ups Not Done

y/
|

LA CERA did not re-up into the following managers

Joy Capital

« Sinovation Ventures
Riverside Capital

« Clarion Capital




Appendix G4 — Private Equity Commitments:
Emerging Manager Graduates

Y/

The following managers graduated from the Emerging Manager Program
managed by JP Morgan into the Core portfolio during 2021-2022

* No graduates




Appendix G5 — Private Equity Commitments:
/.| Private Equity 2023-2024 Potential Re-Ups

CUMULATIVE

COMMITMENT | VINTAGE COMMITMENT PERCENT
INVESTMENTS DATE YEAR STRATEGY (SMM) CONT(;:\?;;I’IONS COMMITTED
BRV Aster Fund Ill, L.P. 2/119 2021 Venture Capital - Early Stage $50 $21 42%
Canaan XII, L.P. 5/15/20 2021 Venture Capital - Early Stage $100 $31 31%
CVC Capital Partners VIiI, L.P. 6/11/20 2021 Buyout - Global $227 $44 20%
GGV Capital VIll Plus, L.P. 10/30/20 2021 Venture Capital - Balanced $18 $7 38%
GGV Capital VIII, L.P. 10/30/20 2021 Venture Capital - Balanced $72 $26 37%
GGV Discovery lll, L.P. 10/30/20 2021 Venture Capital - Balanced $30 $10 34%
Hellman & Friedman Capital Partners IX, L.P. 9/28/18 2019 Buyout - Global $150 $139 93%
Juggernaut Capital Partners IV, L.P. 3/27/18 2018 Buyout - Small $125 $74 59%
LAV Biosciences Fund VI Opportunities, L.P. 1/22/21 2021 Venture Capital - Balanced $20 $13 66%
LAV Biosciences Fund VI, L.P. 1/22/21 2021 Venture Capital - Balanced $40 $24 60%
Lightyear Fund V, L.P. 3/20/20 2021 Buyout - Mid $100 $36 36%
One Rock Capital Partners Fund Ill, L.P. 4/6/20 2021 Buyout - Mid $150 $46 30%
Onex Partners V, L.P. 7117 2018 Buyout - Large $200 $144 2%
PAI Europe VI, L.P. 12/8/17 2019 Buyout - Large $171 $89 52%
RedBird Capital Partners Series 2019, L.P. 10/4/19 2019 Growth Equity $150 $167 111%
Siris Partners 1V, L.P. 10/25/18 2019 Buyout - Mid $100 $64 64%
STG VI, L.P. 9/30/20 2021 Buyout - Mid $85 $28 32%
Summit Partners Europe GE Fund Ill, S.C.S.P. 3/18/20 2020 Growth Equity $40 $13 33%
TAXIV, L.P. 5/27/21 2021 Growth Equity $110 $30 27%
Triton Fund V, L.P. 10/2/18 2019 Buyout - Mid $171 $88 52%

Vinci Capital Partners lll, L.P. 4/15/19 2019 Buyout - Mid $75 $30 40%




/.| Appendix H— Glossary of Terms

Active Risk

Active Risk Contribution

Cap

CPI

Downside Capture

GDP

Information Ratio

MSCI ACWwiI IMI

ODD

Sharpe Ratio

Standard Deviation

Tracking Error

Upside Capture

The expected standard deviation of the differential return between the portfolio and the benchmark. Active total risk arises from
active management, and it is the result of active weights (deviations from the benchmark at the asset level) and therefore active
exposures; for passively managed portfolios, it is referred to as “total tracking error.”

Percent contribution to active total risk (or tracking error). The percent of active total risk that an individual asset or risk source
contributes. For example, a % CR to Active Total Risk of 10% indicates that 10% of the portfolio’s active total risk is arising from
the active position in that particular asset.

Abbreviation for capitalization. Market capitalization or market cap refers to the total market value of a company represented in
dollar amount.

The Consumer Price Index (CPI) measures the monthly change in prices paid by U.S. consumers. The Bureau of Labor Statistics
(BLS) calculates the CPI as a weighted average of prices for a basket of goods and services representative of aggregate U.S.
consumer spending.

Measure of an investment’s performance during down markets, calculated as the strategy’s returns divided by the returns of the
benchmark index during the down market. A lower down market capture ratio means an investment was less negatively impacted
during market downturns.

Gross domestic product (GDP) is the total monetary or market value of all the finished goods and services produced within a
country’s borders in a specific time period.

The portfolio’s excess return over its benchmark divided by its tracking error.
Morgan Stanley Capital International All Country World Investable Market Index is the benchmark for global equity.

Operational Due Diligence captures the process of assessing a manager’s internal operations to protect investors from losses
related to operational failures.

Measures risk-adjusted performance of an investment compared to a risk-free asset.

Volatility of monthly returns that measures the average deviation from the mean.

Tracking error is the volatility of a manager’'s excess return. It is measured by subtracting the benchmark return from the
manager’s return and calculating the standard deviation.

Measure of an investment’s performance during up markets, calculated as returns divided by the returns of the benchmark index
during the up market. A high up capture ratio means an investment outperformed the index during up markets.




ATTACHMENT B

5796 Armada Drive 760.795.3450
Suite 110 Meketa.com
Carlsbad, CA 92008

—

INVESTMENT GROUP

MEMORANDUM
TO: Equity: Public/Private Committee
FROM: Tim Filla, Aysun Kilic, Leo Festino, and Imran Zahid
CC: Jon Grabel, CIO - LACERA
DATE: November 9, 2022
RE: Growth Functional Category Structure Review - Global Equity

The purpose of this memo is for Meketa Investment Group to formalize its support for staff's recommendations
regarding global equity within the growth functional category structure review.

Evaluation of Recommendation

Staff performed a comprehensive review of global equity within the growth functional category structure
review. The most notable items contained in the review are the strong relative and risk adjusted
performance metrics along with the continuous improvement on additional fee savings in the portfolio.
The purpose of the structure review is to also look for opportunities for further enhancements within
global equity. While there are no proposed changes to the global equity portfolio structure in this
review, staff is seeking affirmation from the Board of Investments of the Global Equity Investment
Guidelines including the recently approved range change for the Emerging Manager Program.

At the October Board of Investments meeting, the Board approved two emerging manager separate
account managers and increased the range of the Emerging Manager Program from 0-5% to 0-10%.
Based on those actions, staff will conduct a future review of the active portion of the global equity
portfolio once the separate account managers have built out their portfolios. Meketa agrees with the
approach outlined by staff. Once there is sufficient data on holdings and exposures within the emerging
manager program, LACERA will have a better view of both the risks and the alpha opportunities within
the active portion of global equity and that will provide a better occasion for recommending any further
enhancements to the active portfolio.

If you have any questions, please feel free to reach us at 760-795-3450. We look forward to speaking
with you soon.

TF/AK/LF/1Z/sf

E
BOSTON CHICAGO LONDON MIAMI NEW YORK PORTLAND SAN DIEGO
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=
r A StepStone Group
g TEP TO N E 4225 Executive Square, Suite 1600
Y inside private markets La Jolla, CA 92037
Phone +1 858.558.9700

October 28, 2022

Board of Investments

Los Angeles County Employees Retirement Association (“LACERA”)
300 N Lake Avenue, Suite 850

Pasadena, CA91101-6130

Re: 2023-2024 Structure Review - Private Equity

Dear Board Members,

Since 2016, StepStone Group (“StepStone”) has worked closely with LACERA’s Board of Investments and staff to
develop and review LACERA’s annual private equity investment plans and Biennial Structure Reviews. In 2018 and
2020, StepStone and staff collaborated on LACERA’s 2019-2020 and 2021-2022 Biennial Structure Reviews. In
2021, the Trustees approved a new Strategic Asset Allocation (“SAA”) which included a target private equity
allocation of 17%, up from 10% in the prior SAA.

StepStone updated its pacing model using a 17% target private equity allocation and market values as of June 30,
2022. The target pacing was developed with the goal of maintaining LACERA’s target Private Equity allocation
range of 12-20% in the long term, recognizing that market conditions can lead to interim deviations from the
target. Based on our analysis, StepStone recommends LACERA make annual private equity commitments of
approximately 4-5% of the Trust’s assets in 2023 and 2024. Further, due to the anticipated growth of the in-house
Co-investment/Secondary program, combined with existing exposure to externally managed programs of a similar
strategy, StepStone believes it is prudent to extend the target allocation range of the Co-
investment/Secondary/Fund-of-Funds sub-sector from 10-25% to 10-30%.

In our prior Structure Review letters, we stressed the importance of maintaining a flexible investment pace to
invest more or less according to market conditions and opportunities. While a consistent annual investment pace
is important to maintain proper vintage year diversification, LACERA should not feel forced to invest a specific
amount every year if not enough high-quality opportunities are available and should have the flexibility to invest
more if there are more high-quality opportunities in a given year than could be accommodated with a fixed
allocation target. We believe this to be especially true in the current market environment, as highlighted by staff
in the 2023-2024 Structure Review.

StepStone will review this recommendation each year, and as necessary when market conditions warrant, to
ensure it continues to align with LACERA’s overall investment goals.

StepStone Group

To the knowledge of StepStone, (i) this recommendation does not take into account the interest of StepStone or any
StepStone Entity (as defined in the Advisory Services Agreement between LACERA and StepStone), (ii) neither StepStone
nor any StepStone Entity will receive any benefit from this recommendation other than compensation paid by LACERA to
StepStone pursuant to the Advisory Services Agreement, and (iii) there are no conflicts of interest among StepStone and
its affiliates in connection with the recommendation herein.



LZCERA VA

November 28, 2022

TO: Each Trustee,
Board of Investments

FOR: Board of Investments Meeting of December 14, 2022
SUBJECT: RFK Compass Investors Program - Miami, Florida on February 26-28, 2023

The 2023 RFK Compass Investors Program will be held in Miami, Florida on February
26-28, 2023. The conference will bring together investors, activist, and scholars for
meaningful discussions.

The main conference highlights include the following:

e The Pushback on ESG — Where do we go from here?

e Leveraging Public Markets as an Entry Point for Private Investments

e Differentiating the Key to Success: How Emerging Managers are Breaking
Through the Noise

Following are approximate conference and travel costs:
Registration: $800.00

Hotel: $325.00 daily rate (plus taxes and fees) Additional Travel Days: 2
Airfare: $600.00 - $3,800.00 Ground Transportation: $60.00 per day

Per Diem & Incidentals: $69.00 per day
(The registration fee includes most meals)

Approximate Cost Per Traveler: $3,500- $6,500.00

If the registration fee is insufficient to pay the cost of the meals provided by the conference
sponsor, LACERA must reimburse the sponsor for the actual cost of the meals, less any
registration fee paid. Otherwise, the attendee will be deemed to have received a gift
equal to the value of the meals, less any registration fee paid, under California’s Political
Reform Act.

IT IS THEREFORE RECOMMENDED THAT YOUR BOARD:

Approve attendance of Trustees at the RFK Compass Investors Program in Miami,
Florida on February 26-28, 2023, and approve reimbursement of all travel costs incurred
in accordance with LACERA'’s Trustee Education and Trustee Travel Policies.

Attachment

LE
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RFK Compass Fall Investors Conference
Sunday, February 26 — Tuesday, February 28, 2023
Eden Roc Miami Beach | Miami, FL.

Preliminary Agenda

SUNDAY, FEBRUARY 26

4:00 PM Registration opens — The Promenade

6:00 PM Cocktail Reception - Eden Roc Garden

Remarks from Marvin Rosen, Shareholder, Greenberg Traurig and
Co-Chair, RFK Compass Investors Conference

7:00 PM Networking Dinner (Seating is pre-assigned. RSVP is required)

Welcome Remarks from Kerry Kennedy, President, Robert F. Kennedy Human
Rights

Fireside Chat with A. J. Hernandez, Director of Emerging Managers, New

York State Common Retirement Fund and Marvin Rosen, Shareholder,
Greenberg Traurig and Co-Chair, RFK Compass Investors Conference

*This is a draft agenda and is subject to change until final*



4 ROBERTF.
@ KENNEDY A%
HUMAN

kel RIGHTS

RFK Compass Fall Investors Conference
Sunday, February 26 — Tuesday, February 28, 2023
Eden Roc Miami Beach | Miami, FL.

Preliminary Agenda

MONDAY, FEBRUARY 27

9:00 AM Welcome Remarks - Pompeii Ballroom
Sancia Dalley, SVP, Investor Engagement, Robert F. Kennedy Human
Rights and Co-Chair of the RFK Compass Investor Conference

9:15 AM Panel: The Pushback on ESG - Where do we go from here?
9:50 AM Fireside Chat: Disrupting the Status Quo
10:25 AM Panel: Navigating Change as Investors in Private Markets - Perspectives

from GPs Across the Sector Spectrum

11:10 AM Networking Break - Promenade Room

11: 30 AM Panel: Differentiating the Key to Success: How Emerging Managers are
Breaking Through the Noise (Part I)

12:50 PM Transition to Lunch

1:10 PM Luncheon Keynote Fireside Chat on The State of Software Investing - Spa
Garden (seating is pre-assigned)

2:30 PM Transition to Pompeii Ballroom

2:45 PM Panel Discussion: The Credit Landscape Today - Risks, Returns and

Opportunities - Pompeii Ballroom

*This is a draft agenda and is subject to change until final*
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RFK Compass Fall Investors Conference
Sunday, February 26 — Tuesday, February 28, 2023
Eden Roc Miami Beach | Miami, FL.

Preliminary Agenda
3:35PM Fireside Chat: Leveraging Public Markets as an Entry Point for Private
Investments
4:10 PM Panel: Reups and Allocations - How LPs are Navigating this Cycle
5:15PM Day 1 Closing Reflections & Announcement
5:45 PM Networking Cocktails - Spa Terrace
6:30 PM Networking Dinner & Fireside Chat - seating is pre-assigned.
8:30 PM Dinner concludes

*This is a draft agenda and is subject to change until final*
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RFK Compass Fall Investors Conference
Sunday, February 26 — Tuesday, February 28, 2023
Eden Roc Miami Beach | Miami, FL.

Preliminary Agenda

TUESDAY, FEBRUARY 28

7:45 AM

7:45-8:45 AM

9:00 AM

9:05 AM

9:40 AM

10:30 AM

Invite-Only: Meet the Emerging Manager Breakfast Roundtable -
Promenade Room

This breakfast is invite-only and open to emerging manager funds and LPs only.

Sponsored by:

Apogem Capital

A NEW YORK LIFE INVESTMENTS COMPANY

Networking Breakfast - Spa Garden

Conference Co-Chair’s Remarks
Sancia Dalley, SVP Investors Engagement, Robert F. Kennedy Human Rights

Fireside Chat: Diversifying Capital for Public-Private Partnerships

Panel: Differentiation the Key to Success: How Emerging
Managers are breaking through the noise — Part 11

Panel Discussion: The Ever-Changing Real Estate Market - A Discussion on
Trends, Opportunities and Societal Impact

*This is a draft agenda and is subject to change until final*
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11:20 AM

11:40 AM

12:10 PM

1:00 PM

2:30 PM

RFK Compass Fall Investors Conference
Sunday, February 26 — Tuesday, February 28, 2023
Eden Roc Miami Beach | Miami, FL.

Preliminary Agenda

Networking Break - Promenade Room

Fireside Chat: Leading on DEI - A Conversation with Institutional
Investors

Panel: What’s Ahead for Private Equity in 2023 — Risks and Opportunities
Luncheon Fireside Chat (Spa Garden)

Closing Remarks
Sancia Dalley, SVP Investors Engagement, Robert F. Kennedy Human Rights

*This is a draft agenda and is subject to change until final*
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November 18, 2022

TO: Each Trustee
Board of Retirement
Board of Investments

FROM: Laura GuglielmoO
Assistant Executive Officer

Roberta Van Nortricé/
Acting Division Manager, Administrative Services

FOR: December 7, 2022 Board of Retirement Meeting
December 14, 2022 Board of Investments Meeting

SUBJECT: FY 2022-2023 PROPOSED MID-YEAR BUDGET AMENDMENT

RECOMMENDATION

That the Board of Retirement and Board of Investments review and approve the FY 2022-
2023 Mid-Year Budget Amendments for the LACERA Administrative Budget. No changes
are recommended for the Retiree Health Care Benefits Program Budget.

SUMMARY

In June, the Board of Retirement and the Board of Investments adopted LACERA'’s Fiscal
Year 2022-2023 Administrative Budget totaling $127,766,680. The Administrative Budget
includes two major account categories, Salaries and Employee Benefits (S&EB) with an
adopted budget of $98.4M and Services and Supplies (S&S) with an adopted budget of
$29.4M.

LACERA'’s Budget Policy, attached, anticipates the need for adjustments and requires
LACERA'’s Executive Management to conduct a mid-year review by December 15 to
assess and evaluate the adequacy of the personnel and other resources and make
recommendations to the JOGC for adjustments if necessary. JOGC recommendations
would then be considered for adoption by the Boards. On November 16, 2022 the JOGC
met to review and consider the 2022-23 Mid-Year Budget amendments proposed by staff,
but no action was taken for lack of quorum. Staff recommendations are therefore
provided directly to the Boards for review and adoption.

LACERA’s Executive Management has completed its review and makes
recommendations to transfer appropriations within the Administrative Budget as
summarized in the table below. Proposed increases to Services & Supplies (S&S) totaling
$2.98M would be completely offset by savings identified in Salaries & Employee Benefits
(S&EB). While the Budget Policy grants the CEO limited authority to transfer allocations,
he is limited to transferring $1.0 million between major accounts, thus Board action is



Each Trustee, Board of Retirement and Board of Investments
Re: FY 2022-2023 Mid-Year Budget Adjustment

November 18, 2022

Page 2

required. Executive Management does not recommend any changes to the Retiree
Healthcare and Other Post-Employment Benefits (OPEB) Trust Budgets at this time.

- _ FY 2022-2023 M.id-Year Proposed %
Administrative Budget Approved Adjustment Amended Change
Budget Amount Budget
Salaries & Employee
Benefits $98,387,160 ($2,979,600) $95,507,560 -3.0%
Services & Supplies $29,279,700 $2,979,600 $32,359,300 10.1%
Operating Budget Total $127,666,860 $0 $127,866,860 0.0%
Divisional Breakdown Below:
PROPOSED BUDGET AMENDMENTS BY DIVISION
FY 2022-2023 Mid-Year Proposed o
Division Approved Adjustment Amended Change
Budget Amount Budget
Administrative
Services $15,071,615 ($81,739) $14,989,876 -0.5%
Benefits $12,019,386 $0 $12,019,386 0.0%
Board of Retirement $236,500 $55,000 $291,500 23.3%
Board of Investments $458,000 $40,000 $498,000 8.7%
Communications $3,219,975 $203,000 $3,422,975 6.3%
Disability Litigation $2,407,817 $0 $2,407,817 0.0%
Disability Retirement $10,939,793 $0 $10,939,793 0.0%
Executive Office $5,451,099 ($56,947) $5,394,151 -1.0%
Financial & Accounting
Services $5,120,014 ($193,536) $4,926,478 -3.8%
Human Resources $6,029,537 ($190,000) $5,839,537 -3.2%
Internal Audit $3,307,122 $161,374 $3,468,496 4.9%
Investment Office $18,239,154 ($896,966) | $17,342,188 -4.9%
Legal Services $9,359,650 $1,097,546 $10,457,195 11.7%
Member Services $10,622,731 ($143,317) |  $10,479,414 -1.3%
Quality Assurance $3,443,785 ($525,417) $2,918,368 -15.3%
Systems $21,840,682 $531,003 $22,371,686 2.4%
TOTAL $127.766,860 $0 $127,766,860 0.0%

Additional detail, including changes by line item, are provided in Exhibit A, attached.
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Services and Supplies Proposed Adjustments

Executive Management recommends increased appropriations to several line items
within the Administrative Budget, as detailed below. The largest increases include $1.5
million for additional outside legal counsel and $750,000 for the renovation of the 7t floor
at LACERA Headquarters. The renovation was originally scheduled to be completed in
FY 2021-22 and $1.3 million was budgeted. However, due to significant delays, funds
were not expended. Staff anticipated that half of the original funds would be spent in FY
2021-22 but were not. As a consequence, an additional $750,000 is required on top of
the $750,000 budgeted in the current Fiscal Year.

Proposed Changes to Services & Supplies (S&S)

Proposed
Division Item Description | Change to Explanation
Budget

Funds were not expended in FY
21-22 and are required to pay
7th Floor Renovation | $750,000 | for design, furniture, and labor
costs associated with the
renovation.

Administrative
Services

Actual premium costs were
higher than anticipated for
Fiduciary, Earthquake and
Employment Practices Liability,

Administrative Insurance ($128,000) | but less than anticipated for

Services Cyber Liability, Umbrella, Crime,
and Business Package
Insurance, for an overall net
savings of $128,000 or 10.3%.
Board of Offsite Meeting $40,000 Venue c_osts exceeded previous
Investments year estimates
Venue costs are expected to
Bqard of Offsite Meeting $55,000 align \_Nlth BOI offsite
Retirement experience.
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Division

Item Description

Proposed
Change to
Budget

Explanation

Communications

Postage & Special
Supplies

$203,000

Unanticipated costs for postage
($48,000) and specialized
services ($155,000) associated
with the Strategic Plan Member
Survey and use of outside
services to develop 13 videos
for member education.

Executive
Offices

Information Security
Professional &
Specialized Services

$139,000

A new software subscription
($115,000) and additional
funding for security assessment
testing ($24,000) is
recommended to keep pace with
modern security threats.

Investments

Travel &
Transportation

$51,000

Greater opportunity to conduct
due diligence as businesses
return to post-pandemic normal.

Legal Services

Outside Counsel

$1,500,000

Legal expenses higher than
anticipated.

Systems

Professional &
Specialized Services

$120,000

Unanticipated costs for AWS
services provided through ISD
($100,000) and increased costs
for payroll services provided
through the Auditor Controller
($20,000)

Systems

LAN
Software/License

$100,000

Unplanned project to support
the modernization and
streamlining of Human
Resources procedures.

Systems

Equipment
Maintenance

$150,000

Upgrade of the Uninterruptible
Power Supply (UPS) originally
planned and budgeted in FY 21-
22 but deferred.

Salaries and Employee Benefit Changes

While there are no proposed changes to position authority, increased appropriations for
Agency Temporary Staffing totaling approximately $1.8 million are recommended.
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Management further recommends decreasing appropriations in Permanent
Salaries/County Temporary by approximately $3.0 million and Variable Benefits by
approximately $1.8 million based on our recently updated Hiring Plan, which will be
shared with the Operations Oversight Committee and the Board of Investments in
December.

FY2§(2)§2 Mid-Year | Proposed ”
S&EB Category Adjustment | Amended °
Approved Change
Amount Budget
Budget
Permanent /County
Temporary $52,935,020 | ($2,995,814) | $49,939,206 -5.7%
Agency Temporary $5,908,400 | $1,776,900 | $7,685,300 | 30.1%
Total Variable Benefits $32,823,693 | ($1,760,686) | $31,063,007 | -5.40%
TOTAL ($2,979,600)

The proposed decrease in Permanent Salaries and the corresponding Variable Benefits
more accurately reflects LACERAs current hiring plan. While Executive Management is
anxious to substantially reduce our vacancy levels, Human Resources staff capacity to
meet the recruitment and other-employment related needs of the organization are limited.
Management recently updated its Hiring Plan to provide a more realistic timeframe for
filling vacant positions. Based on this data, the Budget Unit identified the salary savings
available to apply toward our other needs. The updates to the hiring plan will also
necessitate increasing appropriations for Agency Temporary Staffing.

Based on the current hiring plan, Systems, Legal and Human Resources Divisions all
require adjustments to their Agency Temporary allocations, with the Systems Division
requiring the most significant adjustment of $1,667,200.

Proposed Adjustments to Temporary Staffing Allocations by Division
FY2§(2)§2 Mid-Year Proposed
Division A Adjustment Amended % Change
pproved
Amount Budget

Budget
Human Resources $95,300 $49,000 $144,300 51.4%
Legal Services $135,900 $60,700 $196,600 44.7%
Systems $2,909,100 $1,667,200 $4,576,300 57.3%

TOTAL $1,776,900
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Budget to Actuals

As part of its review and assessment of the FY 2022-23 Budget, Management reviewed
actual expenditures through the first quarter of the fiscal year compared to the budget.

FY 2022-23 Budget to First Quarter Actual

FY 2022-
. . . 2023 Year-to Date | Over/(Under) %

R TE gl Approved 09/30/22 Budget Variance

Budget
S::?;‘ﬁi & Employee $98,387,160 | $17,527,949 | ($80,859,211) | -82.2%
Services & Supplies $29,379,700 $7,473,681 | ($21,906,019) -74.6%
Operating Budget Total | $127,766,860 | $25,001,630 | ($102,765,230) | -80.4%

FY 2022-23 Budget to First Quarter Actual
FY 2022-2023 Year-to o
Retiree Healthcare Approved Date ngﬁ(dUr;c:er) Varif; nce
Budget 09/30/22 9
Salaries & Employee

Benefits $5,172,923 | $1,944,632 | ($3,228,291) -62.4%
Services & Supplies $6,150,699 | $1,356,464 | ($4,794,235) -77.9%
RHC Budget Total | $11,323,622 | $3,301,096 | ($8,022,526) -70.8%

Additional detail of expenditures by Division is provided in Exhibit B.

CONCLUSION

The proposed amendments to the Administrative Budget would transfer approximately
$2.98 million from S&EB to S&S and results in a total amended budget of net zero.
LACERA's Budget Policy limits the CEO to transfer appropriations across major accounts
to $1.0 million. Therefore, staff recommends that the Board of Retirement and Board of
Investments approve the proposed budgetary adjustments to the Administrative Budget
as presented. No adjustments are recommended for the Retiree Healthcare Budget at

this time.

Attachments

SHK:LL:LKG:rv




ATTACHMENT
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LACERA BUDGET POLICY

Responsible Manager: Laura Guglielmo, Assistant Executive Officer
Original Effective Date: 05/20/2009 Last Updated: 06/09/2022
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.

2. 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
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.”



https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=GOV&sectionNum=31580.2.
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=GOV&sectionNum=31596.1.
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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.

3. 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.

4, 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,
collaboration across the organization, and to ensure that strategic plan goals are
achieved.


https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=GOV&sectionNum=31529.1.
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=GOV&sectionNum=31607.
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=GOV&sectionNum=31691.
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=GOV&sectionNum=31694.
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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.

5. 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 objective 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.

5.1 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).
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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.

5.2 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.

5.3 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.
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6.

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
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.

6.1 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.

6.2 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
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e Direction of the LACERA Board of Retirement and/or Board
of Investments

6.3 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.

6.4 Annual Budget Development and Approval Calendar

Date

Activity

By November 30

e 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.
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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

6.5 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.

6.6 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.”
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6.7 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.

6.8 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.

6.9 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.

6.10 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
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7.

CEO shall notify all Trustees of such actions at the next meeting of the Board
and as part of the routine Budget Control Reporting.

6.11 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.

6.12 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.

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.

8.

HISTORY

8.1 Approvals
8.1.1 Updated and approved by the Board of Retirement and Board of
Investments on June 1, 2022 and June 9, 2022, respectively.
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Prior versions are superseded and of no effect as of the stated
approval date.

8.2 Current Status
Annual review scheduled for June 2023.

8.3 Versions
8.3.1 This policy was last updated on May 20, 2009
8.3.2 This policy was last approved by the Board of Retirement on June
1, 2022 and Board of Investments on June 9, 2022
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Exhibit A

FY 2022-2023
PROPOSED MID-YEAR BUDGET AMENDMENT
FINANCIAL SUMMARIES

FY 2022-2023 MID-YEAR PROPOSED

ADMINISTRATIVE BUDGET APPROVED ADJUSTMENT % CHANGE
BUDGET AMOUNT AMENDED BUDGET

SALARIES & EMPLOYEE BENEFITS $98,387,160 ($2,979,600) $95,407,560
SERVICES & SUPPLIES $29,379,700 $2,979,600 $32,359,300

OPERATING BUDGET TOTAL $127,766,860 $127,766,860

* All amounts rounded to the nearest dollar.

ADMINISTRATIVE BUDGET
FY 2022-2023
SUMMARY PROPOSED AMENDED BUDGET
$140,000,000
$127,766,860 $127,766,860

$120,000,000

$100,000,000 598,387,160 $95,407,560
$80,000,000
$60,000,000
$40,000,000

$29,379,700 $32,359,300
$20,000,000
S0
SALARIES & EMPLOYEE BENEFITS SERVICES & SUPPLIES OPERATING BUDGET TOTAL
B FY 2022-2023 APPROVED BUDGET PROPOSED AMENDED BUDGET




PROPOSED AMENDED BUDGET BY DIVISION

DIVISION

FY 2022-2023

APPROVED
BUDGET

MID-YEAR
ADJUSTMENT
AMOUNT

PROPOSED

AMENDED BUDGET

% CHANGE

Administrative Services
Benefits

Board of Retirement
Board of Investments
Communications
Disability Litigation
Disability Retirement
Executive Office
Financial & Accounting Services
Human Resources
Internal Audit
Investment Office
Legal Services
Member Services

Quality Assurance

Systems

$15,071,615
12,019,386
236,500
458,000
3,219,975
2,407,817
10,939,793
5,451,099
5,120,014
6,029,537
3,307,122
18,239,154
9,359,650
10,622,731
3,443,785
21,840,682

($81,739)
0
55,000
40,000
203,000
0
0
(56,947)
(193,536)
(190,000)
161,374
(896,966)
1,097,546
(143,317)
(525,417)
531,003

$14,989,876
12,019,386
291,500
498,000
3,422,975
2,407,817
10,939,793
5,394,151
4,926,478
5,839,537
3,468,496
17,342,188
10,457,195
10,479,414
2,918,368
22,371,686

-0.5%
0.0%
23.3%
8.7%
6.3%
0.0%
0.0%
-1.0%
-3.8%
-3.2%
4.9%
-4.9%
11.7%
-1.3%
-15.3%
2.4%

$127,766,860

* All amounts rounded to the nearest dollar.

$127,766,860



PROPOSED AMENDED BUDGET BY S&EB CATEGORY

FY 2022-2023 MID-YEAR PROPOSED
S&EB CATEGORY APPROVED ADJUSTMENT AMENDED BUDGET % CHANGE
BUDGET AMOUNT

SALARIES & OTHER PAYS

Permanent / County Temporary $52,924,020 ($2,995,814) $49,928,206 -5.7%
Agency Temporary 5,908,400 1,776,900 7,685,300 30.1%
LACERA Intern Program 288,000 0 288,000 0.0%
Stipends 65,000 0 65,000 0.0%
Overtime 1,088,800 0 1,088,800 0.0%
Bilingual Bonus 22,800 0 22,800 0.0%
Transportation Allowance 7,200 0 7,200 0.0%
Rideshare Allowance 70,300 0 70,300 0.0%
Sickleave Buyback 68,800 0 68,800 0.0%
TOTAL SALARIES & OTHER PAYS $60,443,320 ($1,218,914) $59,224,406 -2.0%
VARIABLE BENEFITS

Retirement 12,520,797 (493,286) 12,027,511 -3.9%
FICA Contribution 937,475 (44,520) 892,955 -4.7%
County Subsidy - Insurance 3,686,450 (376,655) 3,309,795 -10.2%
Options Plan 4,888,781 (151,872) 4,736,909 -3.1%
Life Insurance 22,772 (93) 22,679 -0.4%
Health Insurance Temps 325,317 0 325,317 0.0%
Flexible Benefit Plan 22,263 (11,395) 10,868 -51.2%
Thrift Plan / Horizons 2,144,074 (122,784) 2,021,290 -5.7%
Savings Plan 1,625,730 (106,682) 1,519,048 -6.6%
Pension Savings Plan 36,645 0 36,645 0.0%
Megaflex 6,613,389 (453,398) 6,159,991 -6.9%
TOTAL VARIABLE BENEFITS $32,823,693 ($1,760,686) $31,063,007 -5.4%
OPEB CONTRIBUTION $1,775,147 $0 $1,775,147 0.0%
OTHER BENEFITS $3,345,000 $0 $3,345,000 0.0%
TOTAL EMPLOYEE BENEFITS $37,943,840 ($1,760,686) $36,183,154 -4.6%

TOTAL SALARIES & EMPLOYEE
BENEFITS

$98,387,160

($2,979,600)

$95,407,560

* All amounts rounded to the nearest dollar.



PROPOSED AMENDED BUDGET BY S&S CATEGORY

S&S CATEGORY

FY 2022-2023
APPROVED
BUDGET

MID-YEAR
ADJUSTMENT
AMOUNT

PROPOSED
AMENDED
BUDGET

% CHANGE

Auto Expenses
Communications
Transportation & Travel
Postage

Stationery & Forms

Office Supplies & Equipment
Insurance

Equipment Maintenance
Equipment Rents & Leases
Building Costs

Parking Fees

Professional & Specialized Services
Bank Services

Legal Fees & Services
Disability Fees & Services
Computer Services & Support
Educational Expenses
Miscellaneous

$133,500
535,000
605,100
1,021,400
653,300
845,700
1,248,900
258,300
287,000
7,211,300
437,000
4,272,700
200,500
1,571,000
3,145,300
5,018,600
1,253,000
682,100

$0
0
51,100
48,000
155,000
0
(128,300)
150,000
0
750,000
0
258,800
0
1,500,000
0
100,000
0
95,000

$133,500
535,000
656,200
1,069,400
808,300
845,700
1,120,600
408,300
287,000
7,961,300
437,000
4,531,500
200,500
3,071,000
3,145,300
5,118,600
1,253,000
777,100

0.0%
0.0%
8.4%
4.7%
23.7%
0.0%
-10.3%
58.1%
0.0%
10.4%
0.0%
6.1%
0.0%
95.5%
0.0%
2.0%
0.0%
13.9%

$29,379,700

* All amounts rounded to the nearest dollar.

$2,979,600

$32,359,300
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Exhibit B

FY 2022-2023
LACERA BUDGET CONTROL REPORT
BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

FY 2022-2023
ADMINISTRATIVE BUDGET APPROVED
BUDGET

YEAR-TO-DATE OVER/(UNDER) %
09/30/22 BUDGET VARIANCE

SALARIES & EMPLOYEE BENEFITS $98,387,160 $17,527,949 ($80,859,211) -82.2%
SERVICES & SUPPLIES $29,379,700 $7,473,681 ($21,906,019) -74.6%

OPERATING BUDGET TOTAL $127,766,860 $25,001,630 ($102,765,230) -80.4%

* All amounts rounded to the nearest dollar.

FY 2022-2023
LACERA BUDGET CONTROL REPORT
YEAR-TO-DATE EXPENDITURES AS OF SEPTEMBER 30, 2022
$140,000,000
$127,766,860
$120,000,000
$100,000,000 $98,387,160
$80,000,000
$60,000,000
$40,000,000
$29,379,700
$25,001,630
$20,000,000 $17,527,949
$7,473,681
S0
SALARIES & EMPLOYEE BENEFITS SERVICES & SUPPLIES OPERATING BUDGET TOTAL
B FY 2022-2023 APPROVED BUDGET YEAR-TO-DATE 09/30/22




DIVISION

Administrative Services
Benefits

Board of Retirement
Board of Investments
Communications
Disability Litigation
Disability Retirement
Executive Office
Financial & Accounting Services
Human Resources
Internal Audit
Investment Office
Legal Services
Member Services
Quality Assurance

Systems

FY 2022-2023
LACERA BUDGET CONTROL REPORT
BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

FY 2022-2023

APPROVED
BUDGET
$15,071,615
12,019,386
236,500
458,000
3,219,975
2,407,817
10,939,793
5,451,099
5,120,014
6,029,537
3,307,122
18,239,154
9,359,650
10,622,731
3,443,785
21,840,682
$127,766,860

SUMMARY BY DIVISION

YEAR-TO-

DATE 09/30/22

$3,118,124
2,534,310
8,981
121,499
551,880
493,728
2,275,344
1,006,248
712,673
699,483
531,832
2,902,596
1,899,519
1,949,387
572,083
5,623,945
$25,001,630

OVER/(UNDER)
BUDGET

($11,953,491
(9,485,076
(227,519
(336,501
(2,668,095
(1,914,089
(8,664,449)
(4,444,851)
(4,407,341)
(5,330,054)
(2,775,290)
(15,336,558)
(7,460,131)
)

)

)
)
)
)
)
)

(8,673,344
(2,871,702
(16,216,737)

($102,765,230)

%
VARIANCE

-79.3%
-78.9%
-96.2%
-73.5%
-82.9%
-79.5%
-79.2%
-81.5%
-86.1%
-88.4%
-83.9%
-84.1%
-719.7%
-81.6%
-83.4%
-74.3%

* All amounts rounded to the nearest dollar.




FISCAL YEAR 2022-2023

LACERA BUDGET CONTROL REPORT

SUMMARY OF SALARIES AND EMPLOYEE BENEFITS
BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

SALARIES & OTHER PAYS

PERMANENT / COUNTY TEMPORARY

AGENCY TEMPORARY

LACERA INTERN PROGRAM
STIPENDS

OVERTIME

BILINGUAL BONUS
TRANSPORTATION ALLOWANCE
RIDESHARE ALLOWANCE
SICKLEAVE BUYBACK

TOTAL SALARIES & OTHER PAYS

VARIABLE BENEFITS

RETIREMENT

FICA CONTRIBUTION
COUNTY SUBSIDY - INSURANCE
OPTIONS PLAN

LIFE INSURANCE

HEALTH INSURANCE TEMPS
FLEXIBLE BENEFIT PLAN
THRIFT PLAN / HORIZONS
SAVINGS PLAN

PENSION SAVINGS PLAN
MEGAFLEX

TOTAL VARIABLE BENEFITS

OPEB CONTRIBUTION

OTHER BENEFITS
TOTAL EMPLOYEE BENEFITS

TOTAL SALARIES & EMPLOYEE BENEFITS

* All amounts rounded to the nearest dollar.

YTD OVER/(UNDER)

BUDGET ACTUAL BUDGET
$52,924,019 $10,221,988 ($42,702,031)
5,908,400 1,163,489 (4,744,911)
288,000 1,021 (286,979)
65,000 8,567 (56,433)
1,088,800 267,186 (821,614)
22,800 2,700 (20,100)
7,200 1,500 (5,700)
70,300 1,010 (69,290)
68,800 33,864 (34,936)
$60,443,319 $11,701,324 ($48,741,995)
12,520,797 2,112,991 (10,407,806)
937,475 166,463 (771,012)
3,686,450 342,704 (3,343,746)
4,888,781 608,994 (4,279,787)
22,772 3,039 (19,733)
325,317 45,021 (280,296)
22,263 3,853 (18,410)
2,144,074 308,084 (1,835,990)
1,625,730 214,101 (1,411,629)
36,645 4,687 (31,958)
6,613,389 840,957 (5,772,432)
$32,823,693 $4,650,894 ($28,172,799)
1,775,147 442,642 (1,332,505)
3,345,000 733,088 (2,611,912)
$37,943,840 $5,826,624 ($32,117,216)
$98,387,160 $17,527,949 ($80,859,211)

** Note: All Permanent Salaries and Employee Benefits include amounts through 09/15/22, except Agency Temporary and

Rideshare Allowance which are through 09/30/22.



FISCAL YEAR 2022-2023

LACERA BUDGET CONTROL REPORT

SUMMARY OF SERVICES AND SUPPLIES

BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

AUTO EXPENSES
COMMUNICATIONS
TRANSPORTATION & TRAVEL
POSTAGE

STATIONERY & FORMS

OFFICE SUPPLIES & EQUIPMENT
INSURANCE

EQUIPMENT MAINTENANCE
EQUIPMENT RENTS & LEASES
BUILDING COSTS

PARKING FEES

PROFESSIONAL & SPECIALIZED SERVICES
BANK SERVICES

LEGAL FEES & SERVICES
DISABILITY FEES & SERVICES
COMPUTER SERVICES & SUPPORT
EDUCATIONAL EXPENSES

MISCELLANEOUS
TOTAL

* All amounts rounded to the nearest dollar.

OVER / (UNDER)

BUDGET YTD ACTUAL BUDGET
$133,500 ($14,823) ($148,323)
535,000 138,853 (396,147)
605,100 54,906 (550,194)
1,021,400 404,333 (617,067)
653,300 72,039 (581,261)
845,700 80,242 (765,458)
1,248,900 373,083 (874,917)
258,300 67,109 (191,191)
287,000 44,051 (242,949)
7,211,300 1,426,158 (5,785,142)
437,000 79,370 (357,630)
4,272,700 615,627 (3,657,073)
200,500 (99,542) (300,042)
1,571,000 681,195 (889,805)
3,145,300 679,332 (2,465,968)
5,018,600 2,695,702 (2,322,898)
1,253,000 83,554 (1,169,446)
682,100 91,590 (590,510)
$29,379,700 $7,473,681 ($21,906,019)




9181
9182

9961
9962
9963

9983
9984

FISCAL YEAR 2022-2023

BOARD OF RETIREMENT

DETAIL OF SERVICES AND SUPPLIES ACCOUNTS
BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

TRANSPORTATION AND TRAVEL
TRANSPORTATION
TRAVEL

TOTAL

EDUCATIONAL EXPENSES
MEMBERSHIPS
REGISTRATION FEES
EDUCATIONAL MATERIALS
TOTAL

MISCELLANEOUS
OFF-SITE BOARD MEETING EXPENSE
FOOD/BEVERAGES

TOTAL

GRAND TOTAL

* All amounts rounded to the nearest dollar.

OVER/(UNDER)

BUDGET YTD ACTUAL BUDGET
$11,000 $469 ($10,531)
82,500 5,617 (76,883)
93,500 6,086 (87,414)
44,000 0 (44,000)
30,000 1,570 (28,430)
12,000 1,324 (10,676)
86,000 2,894 (83,106)
45,000 0 (45,000)
12,000 0 (12,000)
57,000 0 (57,000)
$236,500 $8,981 ($227,519)




9181
9182

9961
9962
9963

9983
9984

FISCAL YEAR 2022-2023

BOARD OF INVESTMENTS

DETAIL OF SERVICES AND SUPPLIES ACCOUNTS
BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

TRANSPORTATION AND TRAVEL
TRANSPORTATION
TRAVEL

TOTAL

EDUCATIONAL EXPENSES
MEMBERSHIPS
REGISTRATION FEES
EDUCATIONAL MATERIALS
TOTAL

MISCELLANEOUS
OFF-SITE BOARD MEETING EXPENSE
FOOD/BEVERAGES

TOTAL

GRAND TOTAL

* All amounts rounded to the nearest dollar.

OVER/(UNDER)
BUDGET YTD ACTUAL BUDGET
$22,000 $1,852 ($20,148)
220,000 38,070 (181,930)
242,000 39,923 (202,077)
85,000 1,515 (83,485)
60,000 6,689 (53,311)
5,000 778 (4,222)
150,000 8,982 (141,018)
60,000 72,594 12,594
6,000 0 (6,000)
66,000 72,594 6,594
$458,000 $121,499 ($336,501)




FISCAL YEAR 2022-2023

ADMINISTRATIVE SERVICES DIVISION

SUMMARY OF SALARIES AND EMPLOYEE BENEFITS

BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

SALARIES & OTHER PAYS

PERMANENT / COUNTY TEMPORARY
AGENCY TEMPORARY

LACERA INTERN PROGRAM
STIPENDS

OVERTIME

BILINGUAL BONUS
TRANSPORTATION ALLOWANCE
RIDESHARE ALLOWANCE
SICKLEAVE BUYBACK

TOTAL SALARIES & OTHER PAYS

VARIABLE BENEFITS

RETIREMENT

FICA CONTRIBUTION
COUNTY SUBSIDY - INSURANCE
OPTIONS PLAN

LIFE INSURANCE

HEALTH INSURANCE TEMPS
FLEXIBLE BENEFIT PLAN
THRIFT PLAN / HORIZONS
SAVINGS PLAN

PENSION SAVINGS PLAN
MEGAFLEX

TOTAL VARIABLE BENEFITS

OPEB CONTRIBUTION

OTHER BENEFITS
TOTAL EMPLOYEE BENEFITS

TOTAL SALARIES & EMPLOYEE BENEFITS

* All amounts rounded to the nearest dollar.

YTD OVER/(UNDER)

BUDGET ACTUAL BUDGET
$2,638,546 $467,748 ($2,170,798)
473,400 79,235 (394,165)

0 0 0

0 0 0

49,400 476 (48,924)

0 0 0

0 0 0

6,900 930 (5,970)
7,300 4,142 (3,158)
$3,175,546 $552,531 ($2,623,015)
590,795 104,188 (486,607)
41,833 7,374 (34,459)
119,980 9,771 (110,209)
739,774 69,433 (670,341)
1,795 207 (1,588)

0 0 0

22,263 3,853 (18,410)
91,729 13,695 (78,034)
28,457 4,511 (23,946)

0 0 0

78,976 17,340 (61,636)
$1,715,602 $230,373 ($1,485,229)
88,501 22,435 (66,066)
166,766 36,548 (130,218)
$1,970,869 $289,356 ($1,681,513)
$5,146,415 $841,887 ($4,304,528)

** Note: All Permanent Salaries and Employee Benefits include amounts through 09/15/22, except Agency Temporary

and Rideshare Allowance which are through 09/30/22.



9102
9103
9105
9106

9181
9182

9201
9204

9264

9302
9305
9306
9307
9337
9352

9381
9382
9384
9386
9387
9388
9390
9391

FISCAL YEAR 2022-2023

ADMINISTRATIVE SERVICES DIVISION

DETAIL OF SERVICES AND SUPPLIES ACCOUNTS
BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

AUTO EXPENSES

AUTO MAINTENANCE/REPAIR

GAS

LICENSE FEES

SPECIAL ORDER - AUTOMOBILE
TOTAL

TRANSPORTATION AND TRAVEL
TRANSPORTATION
TRAVEL

TOTAL

POSTAGE

POSTAGE METER

CALLER BOX SERVICE ANNUAL FEE
TOTAL

STATIONERY AND FORMS
MISC STATIONERY & FORMS
TOTAL

OFFICE SUPPLIES AND EQUIPMENT
SPECIAL ORDERS/MINOR EQUIP
SAFETY AND HEALTH SUPPLIES
COMPUTER SUPPLIES
STANDARD STOCK
OFFICE FURNISHINGS
ERGONOMIC ITEMS

TOTAL

INSURANCE

FIDUCIARY INSURANCE
UMBRELLA POLICY
EARTHQUAKE/FLOOD
CRIME INSURANCE POLICY
BUSINESS PACKAGE

EMPLOYMENT PRACTICE LIABILITY INSURANCE

CYBER LIABILITY INSURANCE
TERRORISM INSURANCE
TOTAL

OVER/(UNDER)
BUDGET YTD ACTUAL BUDGET
$10,000 $0 ($10,000)
1,000 345 (655)
500 23 (477)
100,000 (17,230) (117,230)
111,500 (16,862) (128,362)
1,100 79 (1,021)
6,900 0 (6,900)
8,000 79 (7,921)
330,000 300,000 (30,000)
1,400 1,423 23
331,400 301,423 (29,977)
3,800 0 (3,800)
3,800 0 (3,800)
26,000 1,076 (24,024)
50,000 3,798 (46,202)
75,000 12,917 (62,083)
125,000 6,590 (118,410)
50,000 3,003 (46,997)
1,000 810 (190)
327,000 29,095 (297,905)
372,800 (145) (372,945)
26,300 16,106 (10,194)
74,000 76,204 2,204
26,000 0 (26,000)
66,000 51,633 (14,367)
123,300 222,213 98,913
552,000 0 (552,000)
8,500 7,973 (527)

1,248,900 373,983 (874,917)



9401
9423
9426

9452
9463

9476
9477
9480
9481

9552
9553
9677
9685
9686
9688
9689
9723

9961
9962
9963

9986
9990

FISCAL YEAR 2022-2023

ADMINISTRATIVE SERVICES DIVISION

DETAIL OF SERVICES AND SUPPLIES ACCOUNTS
BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

EQUIPMENT MAINTENANCE

FAX MACHINES

TIME CLOCK MAINTENANCE

SECURITY SYSTEM (PANIC BUTTONS)
TOTAL

EQUIPMENT RENTS AND LEASES

MAILING EQUIPMENT

PRODUCTION COPIERS - LEASES
TOTAL

BUILDING COSTS

BUILDING OPERATIONAL COSTS

OVERTIME HVAC/LIGHTING

FACILITIES MAINTENANCE

RENOVATION PROJECTS
TOTAL

PROFESSIONAL AND SPECIALIZED SERVICES
BUSINESS CONTINUITY SERVICES
ARCHIVE/ OFF-SITE STORAGE
SHREDDING SERVICE
COURIER SERVICE
FURNITURE OFF-SITE STORAGE
UNIVERSAL MAIL DELIVERY SERVICE
NEXT DAY MAIL DELIVERY SERVICE
BROKERAGE SERVICES FEE
TOTAL

EDUCATIONAL EXPENSES
MEMBERSHIPS
REGISTRATION FEES
EDUCATIONAL MATERIALS

TOTAL
MISCELLANEOUS
MISCELLANEOUS
RIDESHARE

TOTAL
GRAND TOTAL

* All amounts rounded to the nearest dollar.

OVER/(UNDER)

BUDGET YTD ACTUAL BUDGET
$1,000 $0 ($1,000)
300 0 (300)
2,000 0 (2,000)
3,300 0 (3,300)
42,000 9,828 (32,172)
245,000 34,224 (210,776)
287,000 44,051 (242,949)
6,151,300 1,391,228 (4,760,072)
135,000 15,078 (119,922)
175,000 8,354 (166,646)
750,000 11,497 (738,503)
7,211,300 1,426,158 (5,785,142)
50,000 0 (50,000)
50,000 0 (50,000)
25,000 4,317 (20,683)
25,000 2,526 (22,474)
18,000 1,505 (16,495)
8,000 2,585 (5,415)
65,000 12,538 (52,462)
125,000 92,000 (33,000)
366,000 115,471 (250,529)
3,000 197 (2,803)
10,000 0 (10,000)
500 198 (302)
13,500 395 (13,105)
10,000 2,444 (7,556)
3,500 0 (3,500)
13,500 2,444 (11,056)
$9,925,200 $2,276,237 ($7,648,963)




FISCAL YEAR 2022-2023

BENEFITS DIVISION

SUMMARY OF SALARIES AND EMPLOYEE BENEFITS

BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

SALARIES & OTHER PAYS

PERMANENT / COUNTY TEMPORARY
AGENCY TEMPORARY

LACERA INTERN PROGRAM
STIPENDS

OVERTIME

BILINGUAL BONUS
TRANSPORTATION ALLOWANCE
RIDESHARE ALLOWANCE
SICKLEAVE BUYBACK

TOTAL SALARIES & OTHER PAYS

VARIABLE BENEFITS

RETIREMENT

FICA CONTRIBUTION
COUNTY SUBSIDY - INSURANCE
OPTIONS PLAN

LIFE INSURANCE

HEALTH INSURANCE TEMPS
FLEXIBLE BENEFIT PLAN
THRIFT PLAN / HORIZONS
SAVINGS PLAN

PENSION SAVINGS PLAN
MEGAFLEX

TOTAL VARIABLE BENEFITS

OPEB CONTRIBUTION

OTHER BENEFITS
TOTAL EMPLOYEE BENEFITS

TOTAL SALARIES & EMPLOYEE BENEFITS

* All amounts rounded to the nearest dollar.

YTD OVER/(UNDER)

BUDGET ACTUAL BUDGET
$6,706,995 $1,519,209 ($5,187,786)
154,900 26,534 (128,366)

0 0 0

0 0 0

398,100 127,315 (270,785)
3,600 750 (2,850)

0 0 0

16,300 0 (16,300)
12,000 7,506 (4,494)
$7,291,895 $1,681,314 ($5,610,581)
1,642,863 324,153 (1,318,710)
115,549 25,393 (90,156)
170,239 17,377 (152,862)
1,396,465 199,792 (1,196,673)
8,257 1,244 (7,013)
175,669 23,253 (152,416)

0 0 0

241,475 47,867 (193,608)
49,184 7,638 (41,546)
18,302 3,082 (15,220)
201,319 35,729 (165,590)
$4,019,322 $685,527 ($3,333,795)
224,962 69,376 (155,586)
423,908 92,903 (331,005)
$4,668,192 $847,806 ($3,820,386)
$11,960,086 $2,529,120 ($9,430,966)

** Note: All Permanent Salaries and Employee Benefits include amounts through 09/15/22, except Agency Temporary

and Rideshare Allowance which are through 09/30/22.



9181
9182

9302

9516
9572
9674

9961
9962
9963

9986

FISCAL YEAR 2022-2023

BENEFITS DIVISION

DETAIL OF SERVICES AND SUPPLIES ACCOUNTS

BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

TRANSPORTATION AND TRAVEL
TRANSPORTATION
TRAVEL

TOTAL

OFFICE SUPPLIES AND EQUIPMENT
SPECIAL ORDERS/MINOR EQUIP
TOTAL

PROFESSIONAL AND SPECIALIZED SERVICES
RECORD SEARCHES
PENSION BENEFIT INFORMATION
MEMBER VERIFICATION
TOTAL

EDUCATIONAL EXPENSES
MEMBERSHIPS
REGISTRATION FEES
EDUCATIONAL MATERIALS
TOTAL

MISCELLANEOUS
MISCELLANEOUS
TOTAL

GRAND TOTAL

* All amounts rounded to the nearest dollar.

OVER/(UNDER)

BUDGET YTD ACTUAL BUDGET
$1,300 $57 ($1,243)
5,200 257 (4,943)
6,500 314 (6,186)
3,400 0 (3,400)
3,400 0 (3,400)
1,000 0 (1,000)
15,000 0 (15,000)
25,000 4,650 (20,350)
41,000 4,650 (36,350)
2,400 225 (2,175)
5,000 0 (5,000)
200 0 (200)
7,600 225 (7,375)
800 0 (800)
800 0 (800)
$59,300 $5,189 ($54,111)




FISCAL YEAR 2022-2023

COMMUNICATIONS

SUMMARY OF SALARIES AND EMPLOYEE BENEFITS

BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

SALARIES & OTHER PAYS

PERMANENT / COUNTY TEMPORARY
AGENCY TEMPORARY

LACERA INTERN PROGRAM
STIPENDS

OVERTIME

BILINGUAL BONUS
TRANSPORTATION ALLOWANCE
RIDESHARE ALLOWANCE
SICKLEAVE BUYBACK

TOTAL SALARIES & OTHER PAYS

VARIABLE BENEFITS

RETIREMENT

FICA CONTRIBUTION
COUNTY SUBSIDY - INSURANCE
OPTIONS PLAN

LIFE INSURANCE

HEALTH INSURANCE TEMPS
FLEXIBLE BENEFIT PLAN
THRIFT PLAN / HORIZONS
SAVINGS PLAN

PENSION SAVINGS PLAN
MEGAFLEX

TOTAL VARIABLE BENEFITS

OPEB CONTRIBUTION

OTHER BENEFITS
TOTAL EMPLOYEE BENEFITS

TOTAL SALARIES & EMPLOYEE BENEFITS

* All amounts rounded to the nearest dollar.

YTD OVER/(UNDER)

BUDGET ACTUAL BUDGET
$1,242,896 $229,406 ($1,013,490)
56,200 3,033 (53,167)

0 0 0

0 0 0

4,800 434 (4,366)

0 0 0

0 0 0

1,000 0 (1,000)
3,500 1,207 (2,293)
$1,308,396 $234,080 ($1,074,316)
311,053 50,027 (261,026)
19,751 3,557 (16,194)
88,526 8,095 (80,431)
140,031 21,620 (118,411)
190 33 (157)

0 0 0

0 0 0

37,263 5,011 (32,252)
26,079 3,481 (22,598)

0 0 0

117,440 13,669 (103,771)
$740,334 $105,492 ($634,842)
41,689 11,067 (30,622)
78,556 17,216 (61,340)
$860,578 $133,776 ($726,802)
$2,168,975 $367,855 ($1,801,120)

** Note: All Permanent Salaries and Employee Benefits include amounts through 09/15/22, except Agency Temporary

and Rideshare Allowance which are through 09/30/22.



FISCAL YEAR 2022-2023

COMMUNICATIONS

DETAIL OF SERVICES AND SUPPLIES ACCOUNTS
BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

OVER/(UNDER)
BUDGET YTD ACTUAL BUDGET
TRANSPORTATION AND TRAVEL
9181 TRANSPORTATION $500 $0 ($500)
9182 TRAVEL 4,000 0 (4,000)
TOTAL 4,500 0 (4,500)
POSTAGE
9205 NEWSLETTER POSTAGE 185,000 55,236 (129,764)
9207 ANNUAL BENEFITS STATEMENT POSTAGE 90,000 0 (90,000)
9210 MISCELLANEOUS MAILINGS 25,000 47,674 22,674
TOTAL 300,000 102,910 (197,090)
STATIONERY AND FORMS
9233 DISABILITY RETIREMENT APPEAL 5,000 0 (5,000)
9235 PLANS BROCHURES 80,000 0 (80,000)
9237 SURVIVOR - BROCHURES 2,500 0 (2,500)
9239 WITHDRAWAL/RECIPROCITY - BROCHURES 3,500 0 (3,500)
9240 ANNUAL REPORT 55,000 0 (55,000)
9242 ANNUAL BENEFITS STATEMENT 110,000 0 (110,000)
9246 FORMS 25,000 0 (25,000)
9249 LACERA CALENDARS 8,000 0 (8,000)
9253 NEW MEMBER WELCOME PACKAGE 10,000 0 (10,000)
9255 PRE-RET GUIDE 25,000 8,892 (16,108)
9256 POSTSCRIPT PRINTING 80,000 27,073 (52,927)
9259 RETIREES - INSERTS 6,000 0 (6,000)
9261 SPOTLIGHT PRINTING 68,000 26,256 (41,744)
9262 SURVEY 1,500 0 (1,500)
9263 UNANTICIPATED PROJECTS 36,000 9,606 (26,394)
9265 SPECIALIZED MAILINGS 20,000 0 (20,000)
9266 DIRECT DEPOSIT BROCHURES 3,000 0 (3,000)
9267 Q & A BROCHURES 7,000 22 (6,978)
9268 TRANSFER BROCHURES 3,000 0 (3,000)
9269 DISABILITY RETIREMENT PACKETS 15,000 0 (15,000)
9274 STATIONERY 40,000 190 (39,810)
9280 ANNUAL BENEFIT STATEMENT PDF/CD'S 16,000 0 (16,000)
9281 ESTIMATE PACKAGE 2,000 0 (2,000)
9282 NEW RETIREE PACKAGE 3,000 0 (3,000)
9283 POWER OF ATTORNEY 15,000 0 (15,000)
9285 RETIREMENT UNIVERSITY 5,000 0 (5,000)
9286 COMMUNITY PROPERTY GUIDE 5,000 0 (5,000)
TOTAL 649,500 72,039 (577,461)



9302

9627
9628
9719
9720

9837
9840
9855

9961
9962
9963

9986

FISCAL YEAR 2022-2023

COMMUNICATIONS

DETAIL OF SERVICES AND SUPPLIES ACCOUNTS
BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

OVER/(UNDER)
BUDGET YTD ACTUAL BUDGET
OFFICE SUPPLIES AND EQUIPMENT
SPECIAL ORDERS/MINOR EQUIP $6,000 $833 ($5,167)
TOTAL 6,000 833 (5,167)
PROFESSIONAL AND SPECIALIZED SERVICES
NEWSLETTER MAILINGS 30,000 7,573 (22,427)
HR CONFERENCE/FORUM 2,000 0 (2,000)
CAMPAIGNS 10,000 0 (10,000)
REBRANDING 5,000 0 (5,000)
TOTAL 47,000 7,573 (39,427)
COMPUTER SERVICES & SUPPORT
MACINTOSH CONSULTING & SUPPORT 2,500 670 (1,830)
MACINTOSH SOFTWARE PACKAGE 1,500 0 (1,500)
MACINTOSH EQUIPMENT 10,000 0 (10,000)
TOTAL 14,000 670 (13,330)
EDUCATIONAL EXPENSES
MEMBERSHIPS 400 0 (400)
REGISTRATION FEES 25,000 0 (25,000)
EDUCATIONAL MATERIALS 4,000 0 (4,000)
TOTAL 29,400 0 (29,400)
MISCELLANEOUS
MISCELLANEOUS 600 0 (600)
TOTAL 600 0 (600)
GRAND TOTAL $1,051,000 $184,025 ($866,975)

* All amounts rounded to the nearest dollar.




FISCAL YEAR 2022-2023

DISABILITY LITIGATION

SUMMARY OF SALARIES AND EMPLOYEE BENEFITS

BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

SALARIES & OTHER PAYS

PERMANENT / COUNTY TEMPORARY
AGENCY TEMPORARY

LACERA INTERN PROGRAM
STIPENDS

OVERTIME

BILINGUAL BONUS
TRANSPORTATION ALLOWANCE
RIDESHARE ALLOWANCE
SICKLEAVE BUYBACK

TOTAL SALARIES & OTHER PAYS

VARIABLE BENEFITS

RETIREMENT

FICA CONTRIBUTION
COUNTY SUBSIDY - INSURANCE
OPTIONS PLAN

LIFE INSURANCE

HEALTH INSURANCE TEMPS
FLEXIBLE BENEFIT PLAN
THRIFT PLAN / HORIZONS
SAVINGS PLAN

PENSION SAVINGS PLAN
MEGAFLEX

TOTAL VARIABLE BENEFITS

OPEB CONTRIBUTION

OTHER BENEFITS
TOTAL EMPLOYEE BENEFITS

TOTAL SALARIES & EMPLOYEE BENEFITS

* All amounts rounded to the nearest dollar.

YTD OVER/(UNDER)

BUDGET ACTUAL BUDGET
$1,371,867 $310,017 ($1,061,850)
9,800 0 (9,800)

0 0 0

0 0 0

6,600 0 (6,600)

0 0 0

0 0 0

900 0 (900)

0 0 0
$1,389,167 $310,017 ($1,079,150)
335,810 65,693 (270,117)
22,636 4,651 (17,985)
96,904 13,265 (83,639)

0 0 0

0 0 0

0 0 0

0 0 0

67,188 11,217 (55,971)
74,414 12,479 (61,935)

0 0 0

235,076 38,623 (196,453)
$832,028 $145,927 ($686,101)
46,014 12,652 (33,362)
86,707 19,003 (67,704)
$964,749 $177,582 ($787,167)
$2,353,917 $487,599 ($1,866,318)

** Note: All Permanent Salaries and Employee Benefits include amounts through 09/15/22, except Agency Temporary

and Rideshare Allowance which are through 09/30/22.



FISCAL YEAR 2022-2023
DISABILITY LITIGATION

DETAIL OF SERVICES AND SUPPLIES ACCOUNTS
BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

OVER/(UNDER)
BUDGET YTD ACTUAL BUDGET
AUTO EXPENSES
9102 AUTO MAINTENANCE/REPAIR $1,100 $0 ($1,100)
9103 GAS 1,500 113 (1,387)
9105 LICENSE FEES 300 0 (300)
TOTAL 2,900 113 (2,787)
TRANSPORTATION AND TRAVEL
9181 TRANSPORTATION 1,100 0 (1,100)
9182 TRAVEL 5,400 0 (5,400)
TOTAL 6,500 0 (6,500)
OFFICE SUPPLIES AND EQUIPMENT
9302 SPECIAL ORDERS/MINOR EQUIP 2,000 0 (2,000)
TOTAL 2,000 0 (2,000)
LEGAL FEES AND SERVICES
9772 OUTSIDE LEGAL COUNSEL 5,000 0 (5,000)
9775  ON-LINE LEGAL/MEDICAL RESEARCH 0 579 579
9777  LITIGATION SUPPORT 500 0 (500)
TOTAL 5,500 579 (@,921)
EDUCATIONAL EXPENSES
9961 MEMBERSHIPS 3,500 0 (3,500)
9962 REGISTRATION FEES 3,000 50 (2,950)
9963 EDUCATIONAL MATERIALS 30,000 5,387 (24,613)
TOTAL 36,500 5,437 (31,063)
MISCELLANEOUS
9986 MISCELLANEOUS 500 0 (500)
TOTAL 500 0 (500)
GRAND TOTAL $53,900 $6,129 ($47,771)

* All amounts rounded to the nearest dollar.



FISCAL YEAR 2022-2023

DISABILITY RETIREMENT

SUMMARY OF SALARIES AND EMPLOYEE BENEFITS

BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

SALARIES & OTHER PAYS

PERMANENT / COUNTY TEMPORARY
AGENCY TEMPORARY

LACERA INTERN PROGRAM
STIPENDS

OVERTIME

BILINGUAL BONUS
TRANSPORTATION ALLOWANCE
RIDESHARE ALLOWANCE
SICKLEAVE BUYBACK

TOTAL SALARIES & OTHER PAYS

VARIABLE BENEFITS

RETIREMENT

FICA CONTRIBUTION
COUNTY SUBSIDY - INSURANCE
OPTIONS PLAN

LIFE INSURANCE

HEALTH INSURANCE TEMPS
FLEXIBLE BENEFIT PLAN
THRIFT PLAN / HORIZONS
SAVINGS PLAN

PENSION SAVINGS PLAN
MEGAFLEX

TOTAL VARIABLE BENEFITS

OPEB CONTRIBUTION

OTHER BENEFITS
TOTAL EMPLOYEE BENEFITS

TOTAL SALARIES & EMPLOYEE BENEFITS

* All amounts rounded to the nearest dollar.

YTD OVER/(UNDER)

BUDGET ACTUAL BUDGET
$4,134,839 $954,651 ($3,180,188)
129,000 9,415 (119,585)

0 0 0

0 0 0

165,300 15,814 (149,486)

0 0 0

0 0 0

4,500 0 (4,500)
6,000 1,784 (4,216)
$4,439,639 $981,664 ($3,457,975)
1,104,267 214,782 (889,485)
69,674 15,372 (54,302)
443,933 53,505 (390,428)
290,522 39,153 (251,369)
1,504 166 (1,338)

0 0 0

0 0 0

136,789 25,966 (110,823)
106,043 20,449 (85,594)

0 0 0

522,297 99,989 (422,308)
$2,675,028 $469,382 ($2,205,646)
138,688 46,757 (91,931)
261,338 57,275 (204,063)
$3,075,055 $573,414 ($2,501,641)
$7,514,693 $1,555,077 ($5,959,616)

** Note: All Permanent Salaries and Employee Benefits include amounts through 09/15/22, except Agency Temporary

and Rideshare Allowance which are through 09/30/22.



9181
9182

9302

9673
9695

9772

9802
9803
9804
9805
9806
9807

9961
9962
9963

9986

FISCAL YEAR 2022-2023

DISABILITY RETIREMENT

DETAIL OF SERVICES AND SUPPLIES ACCOUNTS
BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

TRANSPORTATION AND TRAVEL
TRANSPORTATION
TRAVEL

TOTAL

OFFICE SUPPLIES AND EQUIPMENT
SPECIAL ORDERS/MINOR EQUIP
TOTAL

PROFESSIONAL AND SPECIALIZED SERVICES
PHOTOCOPIES OF DOCUMENTS
JOB ANALYST

TOTAL

LEGAL FEES AND SERVICES
OUTSIDE LEGAL COUNSEL
TOTAL

DISABILITY FEES AND SERVICES
HEARING OFFICER FEES
MEDICAL FEES
COURT REPORTER
INVESTIGATIVE SERVICES
DATABASE SEARCHES
MEDICAL ADVISOR

TOTAL

EDUCATIONAL EXPENSES
MEMBERSHIPS
REGISTRATION FEES
EDUCATIONAL MATERIALS
TOTAL

MISCELLANEOUS
MISCELLANEOUS
TOTAL

GRAND TOTAL

* All amounts rounded to the nearest dollar.

OVER/(UNDER)

BUDGET YTD ACTUAL BUDGET
$1,500 $0 ($1,500)
6,500 0 (6,500)
8,000 0 (8,000)
5,800 331 (5,469)
5,800 331 (5,469)
215,000 37,637 (177,363)
15,000 0 (15,000)
230,000 37,637 (192,363)
25,000 2,966 (22,034)
25,000 2,966 (22,034)
150,000 17,830 (132,170)
2,800,000 655,118 (2,144,882)
25,000 3,010 (21,990)
20,000 3,373 (16,627)
300 1 (299)
150,000 0 (150,000)
3,145,300 679,332 (2,465,968)
200 0 (200)
10,000 0 (10,000)
500 0 (500)
10,700 0 (10,700)
300 0 (300)

300 0 (300)
$3,425,100 $720,266 ($2,704,834)




FISCAL YEAR 2022-2023

EXECUTIVE OFFICE

SUMMARY OF SALARIES AND EMPLOYEE BENEFITS

BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

SALARIES & OTHER PAYS

PERMANENT / COUNTY TEMPORARY
AGENCY TEMPORARY

LACERA INTERN PROGRAM
STIPENDS

OVERTIME

BILINGUAL BONUS
TRANSPORTATION ALLOWANCE
RIDESHARE ALLOWANCE
SICKLEAVE BUYBACK

TOTAL SALARIES & OTHER PAYS

VARIABLE BENEFITS

RETIREMENT

FICA CONTRIBUTION
COUNTY SUBSIDY - INSURANCE
OPTIONS PLAN

LIFE INSURANCE

HEALTH INSURANCE TEMPS
FLEXIBLE BENEFIT PLAN
THRIFT PLAN / HORIZONS
SAVINGS PLAN

PENSION SAVINGS PLAN
MEGAFLEX

TOTAL VARIABLE BENEFITS

OPEB CONTRIBUTION

OTHER BENEFITS
TOTAL EMPLOYEE BENEFITS

TOTAL SALARIES & EMPLOYEE BENEFITS

* All amounts rounded to the nearest dollar.

YTD OVER/(UNDER)

BUDGET ACTUAL BUDGET
$2,065,815 $369,432 ($1,696,383)
1,129,700 245,627 (884,074)
0 0

65,000 8,567 (56,433)
25,600 2,078 (23,522)

0 0 0

0 0 0

1,400 0 (1,400)

0 0 0
$3,287,515 $625,703 ($2,661,812)
435,949 73,453 (362,496)
36,566 6,360 (30,206)
185,499 20,506 (164,993)

0 0 0

0 0 0

0 0 0

0 0 0

62,245 10,586 (51,659)
86,032 14,228 (71,804)

0 0 0

369,135 55,279 (313,856)
$1,175,425 $180,413 ($995,012)
69,290 13,818 (55,472)
130,567 28,615 (101,952)
$1,375,283 $222,846 ($1,152,437)
$4,662,799 $848,549 ($3,814,250)

** Note: All Permanent Salaries and Employee Benefits include amounts through 09/15/22, except Agency Temporary

and Rideshare Allowance which are through 09/30/22.



9102
9103
9105

9181
9182

9302

9672
9714
9716
9724
9725

9961
9962
9963

9982
9984
9986

FISCAL YEAR 2022-2023

EXECUTIVE OFFICE

DETAIL OF SERVICES AND SUPPLIES ACCOUNTS
BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

AUTO EXPENSES
AUTO MAINTENANCE/REPAIR
GAS
LICENSE FEES
TOTAL

TRANSPORTATION AND TRAVEL
TRANSPORTATION
TRAVEL

TOTAL

OFFICE SUPPLIES AND EQUIPMENT
SPECIAL ORDERS/MINOR EQUIP
TOTAL

PROFESSIONAL AND SPECIALIZED SERVICES

IMPROVEMENT PROJECTS

SECURITY ASSESSMENT & MONITORING

PUBLIC & MEDIA RELATIONS

STRATEGIC PLANNING

SOFTWARE SUBSCRIPTION SERVICES
TOTAL

EDUCATIONAL EXPENSES
MEMBERSHIPS
REGISTRATION FEES
EDUCATIONAL MATERIALS
TOTAL

MISCELLANEOUS
EMPLOYEE RECOGNITION PROGRAM
FOOD/BEVERAGES
MISCELLANEOUS
TOTAL

GRAND TOTAL

* All amounts rounded to the nearest dollar.

OVER/(UNDER)

BUDGET YTD ACTUAL BUDGET
$4,000 $39 ($3,961)
6,500 1,189 (5,311)
1,800 461 (1,339)
12,300 1,689 (10,611)
3,000 106 (2,894)
19,000 2,069 (16,931)
22,000 2,174 (19,826)
3,500 285 (3,215)
3,500 285 (3,215)
80,000 0 (80,000)
75,000 0 (75,000)
125,000 3,295 (121,705)
321,000 141,825 (179,175)
95,000 0 (95,000)
696,000 145,120 (550,880)
15,000 6,099 (8,901)
24,000 0 (24,000)
5,000 1,297 (3,703)
44,000 7,396 (36,604)
2,000 500 (1,500)
2,500 534 (1,966)
6,000 0 (6,000)
10,500 1,034 (9,466)
$788,300 $157,699 ($630,601)




FISCAL YEAR 2022-2023

FINANCIAL AND ACCOUNTING SERVICES DIVISION

SUMMARY OF SALARIES AND EMPLOYEE BENEFITS

BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

SALARIES & OTHER PAYS

PERMANENT / COUNTY TEMPORARY
AGENCY TEMPORARY

LACERA INTERN PROGRAM
STIPENDS

OVERTIME

BILINGUAL BONUS
TRANSPORTATION ALLOWANCE
RIDESHARE ALLOWANCE
SICKLEAVE BUYBACK

TOTAL SALARIES & OTHER PAYS

VARIABLE BENEFITS

RETIREMENT

FICA CONTRIBUTION
COUNTY SUBSIDY - INSURANCE
OPTIONS PLAN

LIFE INSURANCE

HEALTH INSURANCE TEMPS
FLEXIBLE BENEFIT PLAN
THRIFT PLAN / HORIZONS
SAVINGS PLAN

PENSION SAVINGS PLAN
MEGAFLEX

TOTAL VARIABLE BENEFITS

OPEB CONTRIBUTION

OTHER BENEFITS
TOTAL EMPLOYEE BENEFITS

TOTAL SALARIES & EMPLOYEE BENEFITS

* All amounts rounded to the nearest dollar.

YTD OVER/(UNDER)

BUDGET ACTUAL BUDGET
$2,346,649 $435,647 ($1,911,002)
778,100 89,069 (689,031)

0 0 0

0 0 0

65,300 20,892 (44,408)

0 0 0

0 0 0

7,500 80 (7,420)
12,000 3,054 (8,946)
$3,209,549 $548,742 ($2,660,807)
563,475 100,835 (462,640)
41,272 7,044 (34,228)
57,864 4,582 (53,282)
559,291 64,798 (494,493)
1,841 227 (1,614)

0 0 0

0 0 0

122,442 15,969 (106,473)
18,543 2,019 (16,524)

0 0 0

69,410 6,903 (62,507)
$1,434,138 $202,377 ($1,231,761)
78,710 21,567 (57,143)
148,317 32,505 (115,812)
$1,661,165 $256,448 ($1,404,717)
$4,870,714 $805,190 ($4,065,524)

** Note: All Permanent Salaries and Employee Benefits include amounts through 09/15/22, except Agency Temporary

and Rideshare Allowance which are through 09/30/22.



9181
9182

9302

9753

9961
9962
9963

9986

FISCAL YEAR 2022-2023

FINANCIAL AND ACCOUNTING SERVICES DIVISION

DETAIL OF SERVICES AND SUPPLIES ACCOUNTS
BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

TRANSPORTATION AND TRAVEL
TRANSPORTATION
TRAVEL

TOTAL

OFFICE SUPPLIES AND EQUIPMENT
SPECIAL ORDERS/MINOR EQUIP
TOTAL

BANK SERVICES
BANK CHARGES - STATE STREET
TOTAL

EDUCATIONAL EXPENSES
MEMBERSHIPS
REGISTRATION FEES
EDUCATIONAL MATERIALS
TOTAL

MISCELLANEOUS
MISCELLANEOUS
TOTAL

GRAND TOTAL

* All amounts rounded to the nearest dollar.

OVER/(UNDER)

BUDGET YTD ACTUAL BUDGET
$3,200 $58 ($3,142)
18,600 5,680 (12,920)
21,800 5,738 (16,062)
5,000 0 (5,000)
5,000 0 (5,000)
200,500 (99,542) (300,042)
200,500 (99,542) (300,042)
6,500 915 (5,585)
10,000 0 (10,000)
2,500 371 (2,129)
19,000 1,286 (17,714)
3,000 0 (3,000)
3,000 0 (3,000)
$249,300 ($92,517) ($341,817)




FISCAL YEAR 2022-2023

HUMAN RESOURCES

SUMMARY OF SALARIES AND EMPLOYEE BENEFITS

BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

SALARIES & OTHER PAYS

PERMANENT / COUNTY TEMPORARY
AGENCY TEMPORARY

LACERA INTERN PROGRAM
STIPENDS

OVERTIME

BILINGUAL BONUS
TRANSPORTATION ALLOWANCE
RIDESHARE ALLOWANCE
SICKLEAVE BUYBACK

TOTAL SALARIES & OTHER PAYS

VARIABLE BENEFITS

RETIREMENT

FICA CONTRIBUTION
COUNTY SUBSIDY - INSURANCE
OPTIONS PLAN

LIFE INSURANCE

HEALTH INSURANCE TEMPS
FLEXIBLE BENEFIT PLAN
THRIFT PLAN / HORIZONS
SAVINGS PLAN

PENSION SAVINGS PLAN
MEGAFLEX

TOTAL VARIABLE BENEFITS

OPEB CONTRIBUTION

OTHER BENEFITS
TOTAL EMPLOYEE BENEFITS

TOTAL SALARIES & EMPLOYEE BENEFITS

* All amounts rounded to the nearest dollar.

YTD OVER/(UNDER)

BUDGET ACTUAL BUDGET
$1,048,338 $296,427 ($1,651,911)
95,300 21,590 (73,710)
288,000 1,021 (286,979)

0 0 0

3,800 201 (3,599)

0 0 0

0 0 0

1,700 0 (1,700)

0 0 0
$2,337,138 $319,239 ($2,017,899)
488,260 77,596 (410,664)
31,106 4,523 (26,583)
219,239 20,027 (199,212)

0 0 0

0 0 0

0 0 0

0 0 0

71,958 11,011 (60,947)
88,995 12,362 (76,633)

0 0 0

388,148 38,944 (349,204)
$1,287,706 $164,464 ($1,123,242)
65,350 16,763 (48,587)
123,142 26,988 (96,154)
$1,476,198 $208,214 ($1,267,984)
$3,813,337 $527,454 ($3,285,883)

** Note: All Permanent Salaries and Employee Benefits include amounts through 09/15/22, except Agency Temporary

and Rideshare Allowance which are through 09/30/22.



FISCAL YEAR 2022-2023
HUMAN RESOURCES

DETAIL OF SERVICES AND SUPPLIES ACCOUNTS
BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

9970 FORUM 22,000 0 (22,000

OVER/(UNDER)
BUDGET YTD ACTUAL BUDGET
TRANSPORTATION AND TRAVEL
9181 TRANSPORTATION $1,200 $0 ($1,200)
9182 TRAVEL 8,200 0 (8,200)
TOTAL 9,400 0 (9,400)
OFFICE SUPPLIES AND EQUIPMENT
9302 SPECIAL ORDERS/MINOR EQUIP 7,000 996 (6,004)
TOTAL 7,000 996 (6,004)
PARKING FEES
9491 GATEWAY PLAZA 435,000 79,370 (355,630)
9492 MUSIC CENTER 2,000 0 (2,000)
TOTAL 437,000 79,370 (357,630)
PROFESSIONAL AND SPECIALIZED SERVICES
9504 PAYROLL SERVICES 200,000 (4,794) (204,794)
9510  FINGERPRINTING SERVICES 3,000 832 (2,168)
9511  SECURITY SERVICES - SHERIFF 16,000 0 (16,000)
9512 PAYROLL ENV, DUPLICATE W2'S - AUD 300 15 (285)
9513 PERSONNEL SRVCS - HUMAN RESOURCES 45,000 6,500 (38,500)
9547 HUMAN RESOURCES CONSULTING 125,000 975 (124,025)
9694 BACKGROUND CHECKS 3,000 0 (3,000)
9700 OHS PHYSICALS 1,000 0 (1,000)
9711  REQUEST FOR ACCOMMODATIONS 35,000 375 (34,625)
9718 LEAVE CASE MANAGEMENT PROGRAM 47,500 12,820 (34,680)
9721  ORGANIZATIONAL PROGRAMS 200,000 19,516 (180,484)
TOTAL 675,800 36,239 (639,561)
COMPUTER SERVICES & SUPPORT
9838 MISC SOFTWARE PACKAGES 55,000 21,603 (33,397)
TOTAL 55,000 21,603 (33,397)
EDUCATIONAL EXPENSES
9961 MEMBERSHIPS 6,000 2,590 (3,410)
9962 REGISTRATION FEES 15,000 0 (15,000)
9963 EDUCATIONAL MATERIALS 6,000 99 (5,901)
9966 DEPARTMENTAL TRAINING 250,000 0 (250,000)
9967 TUITION REIMBURSEMENT PROGRAM 75,000 15,862 (59,138)
9968 MOU TRAINING ALLOCATION 100,000 0 (100,000)
9969 MENTORING PROGRAM 35,000 0 (35,000)
)
)

TOTAL 509,000 18,551 (490,449



9981
9986
9989
9991

FISCAL YEAR 2022-2023

HUMAN RESOURCES

DETAIL OF SERVICES AND SUPPLIES ACCOUNTS
BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

MISCELLANEOUS
RECRUITMENT
MISCELLANEOUS

WEB DAY

MANAGEMENT OFFSITE
TOTAL

GRAND TOTAL

* All amounts rounded to the nearest dollar.

OVER/(UNDER)

BUDGET YTD ACTUAL BUDGET
$490,000 $15,113 ($474,887)
2,500 0 (2,500)
5,500 157 (5,343)
25,000 0 (25,000)
523,000 15,270 (507,730)
$2,216,200 $172,029 ($2,044,171)




FISCAL YEAR 2022-2023

INTERNAL AUDIT SERVICES

SUMMARY OF SALARIES AND EMPLOYEE BENEFITS

BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

SALARIES & OTHER PAYS

PERMANENT / COUNTY TEMPORARY
AGENCY TEMPORARY

LACERA INTERN PROGRAM
STIPENDS

OVERTIME

BILINGUAL BONUS
TRANSPORTATION ALLOWANCE
RIDESHARE ALLOWANCE
SICKLEAVE BUYBACK

TOTAL SALARIES & OTHER PAYS

VARIABLE BENEFITS

RETIREMENT

FICA CONTRIBUTION
COUNTY SUBSIDY - INSURANCE
OPTIONS PLAN

LIFE INSURANCE

HEALTH INSURANCE TEMPS
FLEXIBLE BENEFIT PLAN
THRIFT PLAN / HORIZONS
SAVINGS PLAN

PENSION SAVINGS PLAN
MEGAFLEX

TOTAL VARIABLE BENEFITS

OPEB CONTRIBUTION

OTHER BENEFITS
TOTAL EMPLOYEE BENEFITS

TOTAL SALARIES & EMPLOYEE BENEFITS

* All amounts rounded to the nearest dollar.

YTD OVER/(UNDER)

BUDGET ACTUAL BUDGET
$1,486,653 $320,310 ($1,166,343)
0 0 0

0 0 0

0 0 0

5,000 453 (4,547)

0 0 0

0 0 0

1,500 0 (1,500)

0 0 0
$1,493,153 $320,763 ($1,172,390)
376,954 73,422 (303,532)
26,266 5,565 (20,701)
101,167 13,966 (87,201)

0 0 0

0 0 0

0 0 0

0 0 0

76,648 10,546 (66,102)
78,736 11,592 (67,144)

0 0 0

285,870 42,793 (243,077)
$945,642 $157,884 ($787,758)
49,864 16,140 (33,724)
93,962 20,593 (73,369)
$1,089,467 $194,617 ($894,850)
$2,582,622 $515,380 ($2,067,242)

** Note: All Permanent Salaries and Employee Benefits include amounts through 09/15/22, except Agency Temporary

and Rideshare Allowance which are through 09/30/22.



9181
9182

9302

9541
9702

9961
9962
9963

9986

FISCAL YEAR 2022-2023

INTERNAL AUDIT SERVICES

DETAIL OF SERVICES AND SUPPLIES ACCOUNTS
BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

TRANSPORTATION AND TRAVEL
TRANSPORTATION
TRAVEL

TOTAL

OFFICE SUPPLIES AND EQUIPMENT
SPECIAL ORDERS/MINOR EQUIP
TOTAL

PROFESSIONAL AND SPECIALIZED SERVICES
AUDITS
AUDIT COMMITTEE CONSULTANT

TOTAL

EDUCATIONAL EXPENSES
MEMBERSHIPS
REGISTRATION FEES
EDUCATIONAL MATERIALS
TOTAL

MISCELLANEOUS
MISCELLANEOUS
TOTAL

GRAND TOTAL

* All amounts rounded to the nearest dollar.

OVER/(UNDER)

BUDGET YTD ACTUAL BUDGET
$2,000 $0 ($2,000)
15,000 0 (15,000)
17,000 0 (17,000)
1,500 201 (1,299)
1,500 201 (1,299)
650,000 15,751 (634,249)
25,000 0 (25,000)
675,000 15,751 (659,249)
8,000 500 (7,500)
20,000 0 (20,000)
2,500 0 (2,500)
30,500 500 (30,000)
500 0 (500)

500 0 (500)
$724,500 $16,453 ($708,047)




FISCAL YEAR 2022-2023

INVESTMENT OFFICE

SUMMARY OF SALARIES AND EMPLOYEE BENEFITS

BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

SALARIES & OTHER PAYS

PERMANENT / COUNTY TEMPORARY
AGENCY TEMPORARY

LACERA INTERN PROGRAM
STIPENDS

OVERTIME

BILINGUAL BONUS
TRANSPORTATION ALLOWANCE
RIDESHARE ALLOWANCE
SICKLEAVE BUYBACK

TOTAL SALARIES & OTHER PAYS

VARIABLE BENEFITS

RETIREMENT

FICA CONTRIBUTION
COUNTY SUBSIDY - INSURANCE
OPTIONS PLAN

LIFE INSURANCE

HEALTH INSURANCE TEMPS
FLEXIBLE BENEFIT PLAN
THRIFT PLAN / HORIZONS
SAVINGS PLAN

PENSION SAVINGS PLAN
MEGAFLEX

TOTAL VARIABLE BENEFITS

OPEB CONTRIBUTION

OTHER BENEFITS
TOTAL EMPLOYEE BENEFITS

TOTAL SALARIES & EMPLOYEE BENEFITS

* All amounts rounded to the nearest dollar.

YTD OVER/(UNDER)

BUDGET ACTUAL BUDGET
$10,325,037 $1,937,320 ($8,387,717)
0 0 0

0 0 0

0 0 0

1,000 0 (1,000)

0 0 0

7,200 1,500 (5,700)

5,000 0 (5,000)

0 0 0
$10,338,237 $1,938,820 ($8,399,417)
2,171,090 296,956 (1,874,134)
207,799 31,385 (176,414)
941,649 71,299 (870,350)

0 0 0

0 0 0

0 0 0

0 0 0

468,453 49,198 (419,255)
592,845 59,709 (533,136)

0 0 0

2,249,381 241,478 (2,007,903)
$6,631,219 $750,025 ($5,881,194)
346,317 52,630 (293,687)
652,582 143,019 (509,563)
$7,630,116 $945,674 ($6,684,442)
$17,968,354 $2,884,494 ($15,083,860)

** Note: All Permanent Salaries and Employee Benefits include amounts through 09/15/22, except Agency Temporary

and Rideshare Allowance which are through 09/30/22.



9102
9103
9105

9181
9182

9302

9961
9962
9963

9986

FISCAL YEAR 2022-2023

INVESTMENT OFFICE

DETAIL OF SERVICES AND SUPPLIES ACCOUNTS
BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

AUTO EXPENSES
AUTO MAINTENANCE/REPAIR
GAS
LICENSE FEES
TOTAL

TRANSPORTATION AND TRAVEL
TRANSPORTATION
TRAVEL

TOTAL

OFFICE SUPPLIES AND EQUIPMENT
SPECIAL ORDERS/MINOR EQUIP
TOTAL

EDUCATIONAL EXPENSES
MEMBERSHIPS
REGISTRATION FEES
EDUCATIONAL MATERIALS
TOTAL

MISCELLANEOUS
MISCELLANEOUS
TOTAL

GRAND TOTAL

* All amounts rounded to the nearest dollar.

OVER/(UNDER)
BUDGET YTD ACTUAL BUDGET
$1,000 $0 ($1,000)
1,000 0 (1,000)
400 0 (400)
2,400 0 (2,400)
16,400 337 (16,063)
107,500 0 (107,500)
123,900 337 (123,563)
3,500 0 (3,500)
3,500 0 (3,500)
100,000 11,150 (88,850)
20,000 650 (19,350)
20,000 5,730 (14,270)
140,000 17,530 (122,470)
1,000 235 (765)
1,000 235 (765)
$270,800 $18,102 ($252,698)




FISCAL YEAR 2022-2023

LEGAL SERVICES

SUMMARY OF SALARIES AND EMPLOYEE BENEFITS

BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

SALARIES & OTHER PAYS

PERMANENT / COUNTY TEMPORARY
AGENCY TEMPORARY

LACERA INTERN PROGRAM
STIPENDS

OVERTIME

BILINGUAL BONUS
TRANSPORTATION ALLOWANCE
RIDESHARE ALLOWANCE
SICKLEAVE BUYBACK

TOTAL SALARIES & OTHER PAYS

VARIABLE BENEFITS

RETIREMENT

FICA CONTRIBUTION
COUNTY SUBSIDY - INSURANCE
OPTIONS PLAN

LIFE INSURANCE

HEALTH INSURANCE TEMPS
FLEXIBLE BENEFIT PLAN
THRIFT PLAN / HORIZONS
SAVINGS PLAN

PENSION SAVINGS PLAN
MEGAFLEX

TOTAL VARIABLE BENEFITS

OPEB CONTRIBUTION

OTHER BENEFITS
TOTAL EMPLOYEE BENEFITS

TOTAL SALARIES & EMPLOYEE BENEFITS

* All amounts rounded to the nearest dollar.

YTD OVER/(UNDER)

BUDGET ACTUAL BUDGET
$4,143,932 $695,450 ($3,448,482)
135,900 21,103 (114,797)

0 0 0

0 0 0

18,400 3,812 (14,588)
2,400 0 (2,400)

0 0 0

2,500 0 (2,500)

0 0 0
$4,303,132 $720,366 ($3,582,766)
963,704 142,552 (821,152)
74,542 11,393 (63,149)
563,880 47,856 (516,024)

0 0 0

0 0 0

0 0 0

0 0 0

159,193 20,490 (138,703)
166,677 23,204 (143,473)

0 0 0

800,118 84,096 (716,022)
$2,728,113 $329,591 ($2,398,522)
138,993 31,250 (107,743)
261,912 57,401 (204,511)
$3,129,019 $418,242 ($2,710,777)
$7,432,150 $1,138,608 ($6,293,542)

** Note: All Permanent Salaries and Employee Benefits include amounts through 09/15/22, except Agency Temporary

and Rideshare Allowance which are through 09/30/22.



9102
9103
9105

9181
9182

9302

9543
9673

9771
9772
9777

9961
9962
9963

9986

FISCAL YEAR 2022-2023

LEGAL SERVICES

DETAIL OF SERVICES AND SUPPLIES ACCOUNTS
BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

AUTO EXPENSES
AUTO MAINTENANCE/REPAIR
GAS
LICENSE FEES
TOTAL

TRANSPORTATION AND TRAVEL
TRANSPORTATION
TRAVEL

TOTAL

OFFICE SUPPLIES AND EQUIPMENT
SPECIAL ORDERS/MINOR EQUIP
TOTAL

PROFESSIONAL AND SPECIALIZED SERVICES
LEGISLATIVE CONSULTING
PHOTOCOPIES OF DOCUMENTS

TOTAL

LEGAL FEES AND SERVICES
ATTORNEY FEES AWARDS
OUTSIDE LEGAL COUNSEL
LITIGATION SUPPORT
TOTAL

EDUCATIONAL EXPENSES
MEMBERSHIPS
REGISTRATION FEES
EDUCATIONAL MATERIALS
TOTAL

MISCELLANEOUS
MISCELLANEOUS
TOTAL

GRAND TOTAL

* All amounts rounded to the nearest dollar.

OVER/(UNDER)

BUDGET YTD ACTUAL BUDGET
$2,000 $0 ($2,000)
2,000 237 (1,763)
400 0 (400)
4,400 237 (4,163)
4,800 40 (4,760)
13,000 (485) (13,485)
17,800 (445) (18,245)
6,000 (102) (6,102)
6,000 102) (6,102)
252,000 63,750 (188,250)
300 14 (286)
252,300 63,764 (188,536)
40,000 0 (40,000)
1,500,000 677,650 (822,350)
500 0 (500)
1,540,500 677,650 (862,850)
15,000 4,422 (10,578)
19,000 0 (19,000)
70,500 15,384 (55,116)
104,500 19,806 (84,694)
2,000 0 (2,000)
2,000 0 (2,000)
$1,927,500 $760,911 ($1,166,589)




FISCAL YEAR 2022-2023

MEMBER SERVICES

SUMMARY OF SALARIES AND EMPLOYEE BENEFITS

BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

SALARIES & OTHER PAYS

PERMANENT / COUNTY TEMPORARY
AGENCY TEMPORARY

LACERA INTERN PROGRAM
STIPENDS

OVERTIME

BILINGUAL BONUS
TRANSPORTATION ALLOWANCE
RIDESHARE ALLOWANCE
SICKLEAVE BUYBACK

TOTAL SALARIES & OTHER PAYS

VARIABLE BENEFITS

RETIREMENT

FICA CONTRIBUTION
COUNTY SUBSIDY - INSURANCE
OPTIONS PLAN

LIFE INSURANCE

HEALTH INSURANCE TEMPS
FLEXIBLE BENEFIT PLAN
THRIFT PLAN / HORIZONS
SAVINGS PLAN

PENSION SAVINGS PLAN
MEGAFLEX

TOTAL VARIABLE BENEFITS

OPEB CONTRIBUTION

OTHER BENEFITS
TOTAL EMPLOYEE BENEFITS

TOTAL SALARIES & EMPLOYEE BENEFITS

* All amounts rounded to the nearest dollar.

YTD OVER/(UNDER)

BUDGET ACTUAL BUDGET
$6,063,633 $1,209,128 ($4,854,505)
37,000 0 (37,000)

0 0 0

0 0 0

174,000 46,302 (127,698)
16,800 1,950 (14,850)

0 0 0

10,000 0 (10,000)
15,000 7,536 (7,464)
$6,316,433 $1,264,917 ($5,051,516)
1,582,192 265,982 (1,316,210)
103,012 19,557 (83,455)
114,487 9,357 (105,130)
1,299,871 158,499 (1,141,372)
6,956 788 (6,168)
149,648 21,768 (127,880)

0 0 0

262,570 37,668 (224,902)
31,675 4,727 (26,948)
16,628 1,605 (15,023)
125,832 23,691 (102,141)
$3,692,871 $543,643 ($3,149,228)
203,383 55,927 (147,456)
383,245 83,992 (299,253)
$4,279,499 $683,562 ($3,595,937)
$10,595,931 $1,948,479 ($8,647,452)

** Note: All Permanent Salaries and Employee Benefits include amounts through 09/15/22, except Agency Temporary

and Rideshare Allowance which are through 09/30/22.



9181
9182

9302

9961
9962
9963

9986
9992

FISCAL YEAR 2022-2023

DETAIL OF SERVICES AND SUPPLIES ACCOUNTS
BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

TRANSPORTATION AND TRAVEL
TRANSPORTATION
TRAVEL

TOTAL

OFFICE SUPPLIES AND EQUIPMENT
SPECIAL ORDERS/MINOR EQUIP
TOTAL

EDUCATIONAL EXPENSES
MEMBERSHIPS
REGISTRATION FEES
EDUCATIONAL MATERIALS
TOTAL

MISCELLANEOUS
MISCELLANEOUS
FACILITIES RENTAL

TOTAL
GRAND TOTAL

* All amounts rounded to the nearest dollar.

MEMBER SERVICES

OVER/(UNDER)

BUDGET YTD ACTUAL BUDGET
$3,500 $0 ($3,500)
4,500 700 (3,800)
8,000 700 (7,300)
5,000 196 (4,804)
5,000 196 (4,804)
1,200 0 (1,200)
10,000 0 (10,000)
100 0 (100)
11,300 0 (11,300)
1,500 13 (1,487)
1,000 0 (1,000)
2,500 13 (2,487)
$26,800 $909 ($25,891)




FISCAL YEAR 2022-2023

QUALITY ASSURANCE

SUMMARY OF SALARIES AND EMPLOYEE BENEFITS

BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

SALARIES & OTHER PAYS

PERMANENT / COUNTY TEMPORARY
AGENCY TEMPORARY

LACERA INTERN PROGRAM
STIPENDS

OVERTIME

BILINGUAL BONUS
TRANSPORTATION ALLOWANCE
RIDESHARE ALLOWANCE
SICKLEAVE BUYBACK

TOTAL SALARIES & OTHER PAYS

VARIABLE BENEFITS

RETIREMENT

FICA CONTRIBUTION
COUNTY SUBSIDY - INSURANCE
OPTIONS PLAN

LIFE INSURANCE

HEALTH INSURANCE TEMPS
FLEXIBLE BENEFIT PLAN
THRIFT PLAN / HORIZONS
SAVINGS PLAN

PENSION SAVINGS PLAN
MEGAFLEX

TOTAL VARIABLE BENEFITS

OPEB CONTRIBUTION

OTHER BENEFITS
TOTAL EMPLOYEE BENEFITS

TOTAL SALARIES & EMPLOYEE BENEFITS

* All amounts rounded to the nearest dollar.

YTD OVER/(UNDER)

BUDGET ACTUAL BUDGET
$1,952,360 $348,982 ($1,603,378)
0 0 0

0 0 0

0 0 0

21,500 112 (21,388)

0 0 0

0 0 0

2,200 0 (2,200)
1,000 0 (1,000)
$1,977,060 $349,094 ($1,627,966)
476,075 85,005 (391,070)
35,080 5,652 (29,428)
139,942 15,742 (124,200)
26,858 16 (26,842)

222 19 (203)

0 0 0

0 0 0

71,861 10,171 (61,690)
74,756 12,477 (62,279)

0 0 0

365,150 47,959 (317,191)
$1,189,944 $177,040 ($1,012,904)
65,485 18,322 (47,163)
123,397 27,044 (96,353)
$1,378,826 $222,406 ($1,156,420)
$3,355,885 $571,500 ($2,784,385)

** Note: All Permanent Salaries and Employee Benefits include amounts through 09/15/22, except Agency Temporary

and Rideshare Allowance which are through 09/30/22.



FISCAL YEAR 2022-2023
QUALITY ASSURANCE

DETAIL OF SERVICES AND SUPPLIES ACCOUNTS
BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

OVER/(UNDER)
BUDGET YTD ACTUAL BUDGET
TRANSPORTATION AND TRAVEL
9181 TRANSPORTATION $2,500 $0 ($2,500)
9182 TRAVEL 9,500 0 (9,500)
TOTAL 12,000 0 (12,000)
OFFICE SUPPLIES AND EQUIPMENT
9302 SPECIAL ORDERS/MINOR EQUIP 1,000 33 (967)
TOTAL 1,000 33 (967)
PROFESSIONAL AND SPECIALIZED SERVICES
9715 COST EFFECTIVE MANAGEMENT (CEM) 50,000 0 (50,000)
TOTAL 50,000 0 (50,000)
EDUCATIONAL EXPENSES
9961 MEMBERSHIPS 9,000 550 (8,450)
9962 REGISTRATION FEES 15,000 0 (15,000)
9963 EDUCATIONAL MATERIALS 500 0 (500)
TOTAL 24,500 550 (23,950)
MISCELLANEOUS
9986 MISCELLANEOUS 400 0 (400)
TOTAL 400 0 (400)
GRAND TOTAL $87,900 $583 ($87,317)

* All amounts rounded to the nearest dollar.



FISCAL YEAR 2022-2023

SYSTEMS DIVISION

SUMMARY OF SALARIES AND EMPLOYEE BENEFITS

BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

SALARIES & OTHER PAYS

PERMANENT / COUNTY TEMPORARY
AGENCY TEMPORARY

LACERA INTERN PROGRAM
STIPENDS

OVERTIME

BILINGUAL BONUS
TRANSPORTATION ALLOWANCE
RIDESHARE ALLOWANCE
SICKLEAVE BUYBACK

TOTAL SALARIES & OTHER PAYS

VARIABLE BENEFITS

RETIREMENT

FICA CONTRIBUTION
COUNTY SUBSIDY - INSURANCE
OPTIONS PLAN

LIFE INSURANCE

HEALTH INSURANCE TEMPS
FLEXIBLE BENEFIT PLAN
THRIFT PLAN / HORIZONS
SAVINGS PLAN

PENSION SAVINGS PLAN
MEGAFLEX

TOTAL VARIABLE BENEFITS

OPEB CONTRIBUTION

OTHER BENEFITS
TOTAL EMPLOYEE BENEFITS

TOTAL SALARIES & EMPLOYEE BENEFITS

* All amounts rounded to the nearest dollar.

YTD OVER/(UNDER)

BUDGET ACTUAL BUDGET
$6,496,459 $1,128,259 ($5,368,200)
2,909,100 667,883 (2,241,217)
0 0 0

0 0 0

150,000 49,297 (100,703)

0 0 0

0 0 0

8,900 0 (8,900)
12,000 8,635 (3,365)
$9,576,459 $1,854,075 ($7,722,385)
1,478,309 238,348 (1,239,961)
112,388 18,638 (93,750)
443,141 37,357 (405,784)
435,969 55,683 (380,286)
2,007 354 (1,653)

0 0 0

0 0 0

274,260 38,690 (235,570)
203,294 25,224 (178,070)
1,715 0 (1,715)
805,236 94,462 (710,774)
$3,756,321 $508,756 ($3,247,565)
217,901 53,939 (163,962)
410,601 89,987 (320,614)
$4,384,821 $652,683 ($3,732,138)
$13,961,282 $2,506,757 ($11,454,525)

** Note: All Permanent Salaries and Employee Benefits include amounts through 09/15/22, except Agency Temporary

and Rideshare Allowance which are through 09/30/22.



9121
9124
9125
9130
9133
9135

9181
9182

9208

9302
9332
9336
9344
9345
9347
9348
9353
9354

9411
9412
9414
9419
9424
9436
9438
9439
9442
9443

FISCAL YEAR 2022-2023

SYSTEMS DIVISION

DETAIL OF SERVICES AND SUPPLIES ACCOUNTS
BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

COMMUNICATIONS
MOBILE DEVICES SERVICE & EQUIPMENT
ENTERPRISE INTERNET CONNECTION
TELEPHONE CONNECTION
REMOTE SUPPORT
TELEPHONE SYSTEM SUPPLIES & MODIFICATIONS
TELEPHONE SYSTEM MAINTENANCE

TOTAL

TRANSPORTATION AND TRAVEL
TRANSPORTATION

TRAVEL
TOTAL
POSTAGE
MONTHLY RETIREE CHECK MAILING
TOTAL

OFFICE SUPPLIES AND EQUIPMENT

SPECIAL ORDERS/MINOR EQUIP

COMPUTER MONITORS

COMPUTER PRINTER

COMPUTER ACCESSORIES

COMPUTER PERIPHERALS

STORAGE MEDIA

BOARD MEMBER TECH SUPPORT

DIVISIONAL IT SUPPLIES/EQUIPMENT

REMOTE WORKFORCE EQUIPMENT
TOTAL

EQUIPMENT MAINTENANCE
AUDIOVISUAL MAINTENANCE
KEY CARD SECURITY SYSTEM (DAS)
LAN HARDWARE MAINTENANCE
ON-SITE PRINTER MAINTENANCE
EQUIP MAINT - UPS - SERVER ROOM
EQUIP MAINT - AIR CONDITIONING
AUDIOVISUAL ENHANCEMENTS
SURVEILLANCE SYSTEM
FIRE SUPPRESSION SYSTEM
GENERATOR SYSTEM

TOTAL

OVER/(UNDER)
BUDGET YTD ACTUAL BUDGET
$150,000 $34,288 ($115,712)
165,000 38,202 (126,798)
120,000 63,950 (56,050)
15,000 0 (15,000)
15,000 0 (15,000)
70,000 2,413 (67,587)
535,000 138,853 (396,147)
1,600 0 (1,600)
2,600 0 (2,600)
4,200 0 (4,200)
390,000 0 (390,000)
390,000 0 (390,000)
11,000 11,475 475
80,000 0 (80,000)
10,000 0 (10,000)
13,000 562 (12,438)
30,000 1,044 (28,956)
15,000 0 (15,000)
50,000 4,187 (45,813)
130,000 20,617 (109,383)
130,000 10,488 (119,512)
469,000 48,373 (420,627)
40,000 0 (40,000)
25,000 49,928 24,928
75,000 0 (75,000)
20,000 244 (19,756)
20,000 7,922 (12,078)
30,000 5,976 (24,024)
25,000 0 (25,000)
5,000 0 (5,000)
5,000 0 (5,000)
10,000 3,039 (6,961)
255,000 67,109 (187,891)



9502
9509
9550
9574
9680
9681
9692
9717
9722

9831
9832
9833
9843
9853
9879
9882
9923
9930

9961
9962
9963

9986

FISCAL YEAR 2022-2023

SYSTEMS DIVISION

DETAIL OF SERVICES AND SUPPLIES ACCOUNTS
BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

PROFESSIONAL AND SPECIALIZED SERVICES
EDP CHARGES - ISD
AUDITOR CONTROLLER - PAYROLL SERVICES
ADVANCED WORKFLOW CONCEPTS
KNOWLEDGE & DOC MGMT PROJECTS
IRON MOUNTAIN MEDIA STORAGE
RETIREE PAYROLL PRINTING
HOTSITE SERVICES
CLOUD MIGRATION
MAINFRAME SERVICES
TOTAL

COMPUTER SERVICES & SUPPORT
LAN SOFTWARE & LIC - NEW
LAN SOFTWARE & LIC - EXISTING
MAINFRAME SOFTWARE & LIC - EXISTING
LAN NETWORK HARDWARE - NEW
TELECOM SOFTWARE AND LICENSES
CO-LOCATION
BOARDROOM OPERATION MGMT SYSTEMS (I & II)
PUBLIC BROADCAST AND/OR STREAMING
TELEPHONE SYSTEM UPDATES

TOTAL

EDUCATIONAL EXPENSES
MEMBERSHIPS
REGISTRATION FEES
EDUCATIONAL MATERIALS
TOTAL

MISCELLANEOUS
MISCELLANEOUS
TOTAL

GRAND TOTAL

* All amounts rounded to the nearest dollar.

OVER/(UNDER)
BUDGET YTD ACTUAL BUDGET
$99,500 $1,397 ($98,103)
86,100 0 (86,100)
140,000 0 (140,000)
300,000 0 (300,000)
30,000 5,879 (24,121)
244,000 18,285 (225,715)
20,000 17,038 (2,962)
200,000 109,716 (90,284)
120,000 37,108 (82,892)
1,239,600 189,422 (1,050,178)
1,265,000 229,766 (1,035,234)
1,854,600 1,723,171 (131,429)
1,100,000 289,012 (810,988)
150,000 385,042 235,042
0 1,056 1,056
200,000 39,217 (160,783)
100,000 6,165 (93,835)
30,000 0 (30,000)
250,000 0 (250,000)
4,949,600 2,673,430 (2,276,170)
1,500 0 (1,500)
30,000 0 (30,000)
5,000 0 (5,000)
36,500 0 (36,500)
500 0 (500)
500 0 (500)
$7,879,400 $3,117,187 ($4,762,213)




FISCAL YEAR 2022-2023

RETIREE HEALTH CARE BENEFITS PROGRAM

SUMMARY OF SALARIES AND EMPLOYEE BENEFITS

BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

SALARIES & OTHER PAYS

PERMANENT / COUNTY TEMPORARY
AGENCY TEMPORARY

LACERA INTERN PROGRAM
STIPENDS

OVERTIME

BILINGUAL BONUS
TRANSPORTATION ALLOWANCE
RIDESHARE ALLOWANCE
SICKLEAVE BUYBACK

TOTAL SALARIES & OTHER PAYS

VARIABLE BENEFITS

RETIREMENT

FICA CONTRIBUTION
COUNTY SUBSIDY - INSURANCE
OPTIONS PLAN

LIFE INSURANCE

HEALTH INSURANCE TEMPS
FLEXIBLE BENEFIT PLAN
THRIFT PLAN / HORIZONS
SAVINGS PLAN

PENSION SAVINGS PLAN
MEGAFLEX

TOTAL VARIABLE BENEFITS

OPEB CONTRIBUTION

OTHER BENEFITS
TOTAL EMPLOYEE BENEFITS

TOTAL SALARIES & EMPLOYEE BENEFITS

* All amounts rounded to the nearest dollar.

YTD OVER/(UNDER)

BUDGET ACTUAL BUDGET
$3,006,805 $665,443 ($2,341,362)
149,800 26,273 (123,527)

0 0 0

0 0 0

121,800 47,239 (74,561)
4,800 750 (4,050)

0 0 0

3,600 0 (3,600)
10,000 4,128 (5,872)
$3,296,805 $743,834 ($2,552,971)
702,460 136,991 (565,469)
42,868 9,562 (33,306)
77,259 6,340 (70,919)
480,282 74,870 (405,412)
1,571 321 (1,250)
121,229 3,550 (117,679)

0 0 0

111,791 19,035 (92,756)
43,690 5,988 (37,702)
47,226 1,416 (45,810)
146,891 23,367 (123,524)
$1,775,266 $281,440 ($1,493,826)
100,853 19,358 (81,495)

0 0 0
$1,876,120 $300,798 ($1,575,322)
$5,172,923 $1,044,632 ($4,128,291)

** Note: All Permanent Salaries and Employee Benefits include amounts through 09/15/22, except Agency Temporary

and Rideshare Allowance which are through 09/30/22.



9181
9182

9212

9302

9482
9483

9541
9545
9573

9753

9961
9962
9963

9986

FISCAL YEAR 2022-2023

RETIREE HEALTH CARE BENEFITS PROGRAM

DETAIL OF SERVICES AND SUPPLIES ACCOUNTS
BASED ON EXPENDITURES AS OF SEPTEMBER 30, 2022

TRANSPORTATION AND TRAVEL

TRANSPORTATION
TRAVEL
TOTAL
POSTAGE
SPECIAL RETIREE MAILINGS
TOTAL

OFFICE SUPPLIES AND EQUIPMENT
SPECIAL ORDERS/MINOR EQUIP
TOTAL

OPERATIONAL COSTS

RENT

DEPARTMENTAL OVERHEAD
TOTAL

PROFESSIONAL AND SPECIALIZED SERVICES
AUDITS
HEALTH CARE CONSULTING
OPEB VALUATION
TOTAL

BANK SERVICES
BANK CHARGES - STATE STREET
TOTAL

EDUCATIONAL EXPENSES
MEMBERSHIPS
REGISTRATION FEES
EDUCATIONAL MATERIALS
TOTAL

MISCELLANEOUS
MISCELLANEOUS
TOTAL

GRAND TOTAL

* All amounts rounded to the nearest dollar.

OVER/(UNDER)

BUDGET YTD ACTUAL BUDGET
$1,500 $77 ($1,423)
23,200 447 (22,753)
24,700 523 (24,177)
300,000 1,540 (298,460)
300,000 1,540 (298,460)
4,500 783 (3,717)
4,500 783 (3,717)
203,800 50,519 (153,281)
4,337,199 1,084,300 (3,252,899)
4,540,999 1,134,819 (3,406,180)
141,100 0 (141,100)
750,000 123,600 (626,400)
338,300 90,075 (248,225)
1,229,400 213,675 (1,015,725)
21,500 4,802 (16,698)
21,500 4,802 (16,698)
4,000 321 (3,679)
15,000 0 (15,000)
300 0 (300)
19,300 321 (18,979)
300 0 (300)

300 0 (300)
$6,140,699 $1,356,464 ($4,784,235)




L/Z.CERA

FY 2022-2023 Mid-Year
Budget Review




/.

Budget Policy

LACERA’s Budget Policy (rev. 2021) requires annual review
and anticipates the need for adjustments

Transfers of up to S1M across major accounts
(between S&EB and S&S)

* Review & recommend action for BOR/BOI

Must approve any transfers outside of CEO authority
Must approve any position changes (N/A today)
Must approve any additional appropriation within CERL limit (N/A today)



FY 2022-23 Administrative Budget
Proposed Mid-Year Adjustment Summary

FY 2022-2023 Mid-Year Proposed
Administrative Approved Adjustment Amended
Budget Budget Amount Budget % Change
Salaries & Employee
Benefits $98,387,160 ($2,979,600) $95,407,560 -3.00%

Services & Supplies $29,279,700 $2,979,600 $32,259,300 10.10%

Operating Budget
Total $127,666,860 $0 $127,666,860 0.00%

/3




Proposed Budget Adjustments By Division /II.

FY 2022-2023 MID-YEAR PROPOSED
APPROVED ADJUSTMENT AMENDED
DIVISION BUDGET AMOUNT AMOUNT % CHANGE

Administrative Services $15,071,615 ($81,739) $14,989,876 -0.5%
Board of Retirement $236,500 $55,000 $291,500 23.3%
Board of Investments $458,000 $40,000 $498,000 8.7%
Communications $3,219,975 $203,000 $3,422,975 6.3%
Disability Litigation $2,407,817 $0 $2,407,817 0.0%
Disability Retirement $10,939,793 $0 $10,939,793 0.0%
Executive Office $5,451,099 ($56,947) $5,394,151 -1.0%
Financial & Accounting
Services $5,120,014 ($193,536) $4,926,478 -3.8%



Proposed Budget Adjustments By Division /II.

FY 2022-2023 MID-YEAR PROPOSED
APPROVED ADJUSTMENT AMENDED
DIVISION BUDGET AMOUNT AMOUNT % CHANGE

Human Resources $6,029,537 ($190,000) $5,839,537 -3.2%
Internal Audit $3,307,122 $161,374 $3,468,496 4.9%
Investment Office $18,239,154 ($896,966) $17,342,188 -4.9%
Legal Services $9,359,650 $1,097,546 $10,457,195 1.7%
Member Services $10,622,731 ($143,317) $10,479,414 -1.3%
Quality Assurance $3,443,785 ($525,417) $2,918,368 -15.3%
Systems $21,840,682 $531,003 $22,371,686 2.4%
TOTAL $127,766,860 $0 $127,766,860 0.0%



/.

Significant Adjustments — Services & Supplies (S&S)

7% Floor Renovation for FASD & Systems staff
Original budget in FY 21/22 = $1.3 M — Project Delayed
FY 22/23 budget was $750,000 — assumed project would start in FY 21/22
Total Project Need = $S1.3 M in FY 22/23

Outside Legal Counsel increase of $1.5 M

UPS Upgrade ($150,000) budgeted in FY 21/22 and deferred

AWS Cost increase ($100,000)

HR Automation Project ($100,000)

Information Security Software & Assessment ($139,000) 5



Proposed Adjustment to Salaries & Employee Benefits /II.
(S&EB)

Salaries & Other Pay $60,443,320 (51,218,914) $59,224,406 -2.0%

Variable Benefits $32,823,693 (51,760,686) $31,063,007 -5.4%
OPEB Contribution $1,775,147 SO $1,775,147 0.0%
Other Benefits $3,345,000 SO $3,345,000 0.0%

Total Salaries &
Other Benefits $98,387,160 ($2,979,600) $95,407,560 -3.0%



L/Z.CERA

Budget to Actual Data
First Quarter Year to Date




FY 2022-23 Budget to First Quarter Actual /[,,
Administrative Budget

FY 2022-2023
Approved Year-to Date Over/(Under)

Administrative Budget Budget 09/30/22 Budget % Variance
Salaries & Employee
Benefits $98,387,160 $17,527,949 ($80,859,211) -82.2%
Services & Supplies $29,379,700 $7,473,681 ($21,906,019) -74.6%

Operating Budget Total $127,766,860 $25,001,630  ($102,765,230) -80.4%




FY 2022-23 Budget to First Quarter Actual /[,,
Retiree Healthcare Budget

FY 2022-2023
Approved Year-to Date Over/(Under)

Retiree Healthcare Budget 09/30/22 Budget % Variance
Salaries & Employee
Benefits $5,172,923 $1,944,632 ($3,228,291) -62.4%
Services & Supplies $6,150,699 $1,356,464 ($4,794,235) -77.9%

RHC Budget Total  $11,323,622 $3,301,096 ($8,022,526) -70.8%




L/Z.CERA

Recommendation:

That the JOGC review and recommend that the
Board of Retirement and Board of Investment
approve the proposed changes to the 2022-2023
administrative budget.




QUESTIONS

Los Angeles County Employees Retirement Association




L/Z.CERA 4.

November 29, 2022

TO: Trustees — Board of Investments

FROM: Jonathan Grabel 72— Scott Zdrazil S
Chief Investment Officer Principal Investment Officer
Jude Pérez Esmeralda del Bosque T
Principal Investment Officer Acting Principal Investment Officer
Krista Powell Kf? Cindy Rivera o
Investment Officer Senior Investment Analyst

Magdalia Armstrong Nec
Senior Investment Analyst

FOR: December 14, 2022 Board of Investments Meeting

SUBJECT: INVESTMENT BELIEFS

RECOMMENDATION

Approve revised Investment Beliefs and insert the revised Investment Beliefs into LACERA'’s
Investment Policy Statement.

BACKGROUND

LACERA adopted a Statement of Investment Beliefs in 2016. The Board of Investments (Board)
incorporated the Investment Beliefs into the body of LACERA’s Investment Policy Statement (IPS)
in 2018 to frame the core policy guiding LACERA’s investment program. The Board initiated a
review of the Investment Beliefs as part of the Investment Divisions Strategic Work Plan, as
reviewed by the Board in January 2022, to consider prospective refinements to the Investment
Beliefs that would reflect any Fund and organizational changes since their initial adoption, as well
as to enable periodic Trustee review.

PROCESS

LACERA has conducted an iterative review process to solicit and incorporate input from Trustees
and LACERA’s general investment consultant, Meketa Investment Group. The Board discussed
and provided input at Board Offsite meetings in 2022 and 2021. Trustees were surveyed to obtain
feedback, and the results were discussed amongst Trustees, staff, and Meketa. The proposed
revisions presented for Trustee consideration today are intended to reflect feedback from Trustees
at the September 2022 offsite meeting, as well as collaborative review and input from Meketa.

This recommendation is being presented at the December Board meeting in order to provide timely
consideration and continuity by the Trustees who provided input at the September 2022 Board
offsite and related Trustee surveys.

Included for Trustee review are the following attachments:



Trustees — Board of Investments

November 29, 2022
Page 2 of 2

Attachment 1:

Attachment 2:

Attachment 3:

Attachment 4:

Attachment 5:

Presentation deck including a side-by-side comparison of the current
investment belief language and proposed revisions highlighted in
green font for each section, including explanations of the proposed
refinements.

Redlined copy of proposed changes to the Investment Beliefs, as
excerpted from the Investment Policy Statement.

Clean copy of the proposed Investment Beliefs, reflecting refined
language and excerpted from the IPS.

Full copy of the current IPS, as adopted by the Board in August 2021,
with the current Investment Beliefs starting on page 4.

Memo from Meketa Investment Group concurring with staff's
recommendation.

If approved by the Board, the clean copy of the proposed language refinements (Attachment 3) will
be inserted into the IPS to replace the existing Investment Beliefs language.

CONCLUSION

Staff recommends approval of the revised Investment Beliefs to be incorporated into LACERA’s

IPS.

Attachments

Noted and Reviewed:

Jonathan Grabel
Chief Investment Officer

MA:EdB:cl
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Investment Beliefs

Board of Investments Meeting
December 14, 2022
Tim Filla — Senior Vice President (Meketa Investment Group)
Krista Powell — Investment Officer (LACERA)
Cindy Rivera — Senior Investment Analyst (LACERA)
' Magdalia Armstrong — Senior Investment Analyst (LACERA)
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Z.|Recommendation

Recommendation

Approve revised Investment Beliefs and insert the revised Investment Beliefs into

LACERA's Investment Policy Statement.




#.|\Background

‘ 2016 ‘ 2017 ‘ 2018 ‘ 2019 ‘ 2020 ‘ 2021 ‘ 2022

F

A

LACERA adopted a standalone Statement of Investment Beliefs

The Investment Beliefs were incorporated into and frame LACERA’s updated and restated Investment Policy Statement

The Investment Beliefs help shape the Board-approved “Allocator to Best-in-Class Investor” strategic initiatives

LACERA’s BOI Offsite discussion on strategic initiatives included questions on possible refinements to Investment Beliefs

LACERA'’s 2022 Work Plan' demonstrated how each strategic initiative is rooted in Investment Beliefs

LACERA'’s BOI Offsite included a review of survey results and a discussion on Investment Beliefs

1. Approved by the Board of Investments on 1/12/2022.




4.|\Process

Evaluation process of the existing Investment Beliefs

| |/

Consolidate
Blcn) E%gquxzd Reviewed Surveved the Analyzed and F ei%abrg ck Recom?n%lndation
Approved 22 Existing Trustg es for Synthesized BOI Offsite and to
Workplan to Investment - the Survey Discussion Incorporate Approve Revised
Review Beliefs Responses S b ted Investment
Beliefs uggesie Beliefs

Revisions

Complete Complete Complete Complete Complete Complete Today

The following section provides context for recommended revisions for each investment belief
and signals revised language in green font




Proposed Revisions
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#.|1. Strategic Asset Allocation

BOI Input and Summary of Proposed Language Refinement

» General feedback, the current version did not need too much refinement
» Incorporated language with reference to diversification

» Expanded on inputs of strategic asset allocation

Current Investment Belief(s)

Strategic Asset Allocation Strategic Asset Allocation
Long-term strategic asset allocation will be Long-term strategic asset allocation will be the primary
the primary determinant of LACERA’s determinant of LACERA's risk/return outcomes.
risk/return outcomes. a. ltis important that LACERA be forward-looking as its
a. lItis important that LACERA be forward investment horizon spans decades, if not indefinitely, into
looking, as its investment horizon spans the future.
decades, if not indefinitely into the b. Strategic asset allocation has a greater effect on return
future. variability than asset class investment structure or
b. Asset allocation has a greater effect on manager selection.
return variability than asset class c. Strategic asset allocation is a critical source of
Investment structure or manager investment diversification to optimize growth and mitigate
selection. |'[.IS (.a_s_sen_tlal to _account for risk across the total Fund.
LACERA's liabilities in setting long-term
investment strategy. d. Strategic asset allocation must carefully consider plan
_ o liabilities, actuarial assumptions, and capital market
c. Rebalancing the portfolio is a key .aspect assumptions.
of prudent long-term asset allocation
policy. e. Rebalancing the portfolio is a key aspect of prudent long-
term strategic asset allocation policy.




/| 1l. Market Dynamics

BOI Input and Summary of Proposed Language Refinement
» Discussed vagueness of current language and interest in refining for more explanatory power

» Proposed language adds nuance to suggest how market efficiency may vary and is considered to
inform portfolio construction and investment allocation decisions

Current Investment Belief(s)

Market Efficiency Market Dynamics
Markets are largely efficient over the long-term Capital market efficiencies inform LACERA's strategic asset
(10-20 years); however, during certain allocation and portfolio construction.

economic and financial environments markets

a. The efficiency of financial markets may vary by market
may not be efficient in setting prices. Iciency ot financ y vary by

segment, geographic region, geopolitical regimes, and across
a. Consequently, LACERA will allow for public versus private markets.
modest tactical asset allocation b

. . : . . . Market transparency, the regulatory environment, behavioral
adjustments during times of disruption. P y g y

finance factors, and investment time horizons may influence
and shape market efficiency.

c. LACERA's investment processes should be adequately
nimble to prudently capture attractive investment
opportunities.
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lll. Return

I
BOI Input and Summary of Proposed Language Refinement

» Investment beliefs should be forward looking and align with the functional framework
» Taking an “umbrella” approach is favorable when viewing the portfolio holistically

Current Investment Belief(s)

Active Versus Passive Management Return
As markets are largely efficient, passive management, when Risk and return are expected to be positively correlated
available, is the preferred structure for investment management; over long-term periods. Returns can be enhanced
hovs_/ever, th_e Board recognizes that some asset classes may through active strategies, illiquid investments, and
justify the higher fees and/or expected enhanced returns leverage; however, such strategies need to be balanced
associated with active management. with LACERA'’s risk tolerances, portfolio objectives, and
a. Consequently, active strategies will be used only when there is liquidity needs.
Strong conviction that they can be eXpeCted to add value net of a. Active Strategies will be used when they are expected
their higher fees and are adjusted for risk. to add value net-of-fees while adjusting for risk.

b. The total capital allocated to illiquid strategies must be

Private Markets and Liquidity et a0 @ e el

Private market assets can add value to a portfolio, providing

opportunities for returns that exceed those expected from public c. Liquid assets serve a critical role to fund benefit
markets. payments and rebalance the portfolio.

a. The total capital allocated to illiquid strategies must be kept at
a prudent level.

b. The high return potential of these assets needs to be
balanced with LACERA’s need for liquidity.

c. Liquid assets serve a critical role to fund benefit payments
and rebalance the portfolio.




#.|IV. Risk

» The current belief has some confusing and redundant language

BOI Input and Summary of Proposed Language Refinement

> Need to make it more succinct and reduce/eliminate redundant or conflicting language

» Proposed language simplifies the existing language to reflect LACERA's emphasis on IDD* and ODD*

Current Investment Belief(s)

Risk

Risk is a broad term used to capture the concept of uncertainty. Since no single
metric adequately conveys risk, LACERA will evaluate risk holistically,
incorporating quantitative measures and qualitative assessments in managing its
portfolio.

a. LACERA operates in a global financial marketplace, and as such, LACERA
believes that in order to diversify its risk broadly, it is vital that LACERA
possess a global perspective.

b. Diversification across different risk factors is necessary for risk reduction.
Markets are cyclical; risk premia, volatility, and correlations vary over time.

d. The pattern of returns matters because the volatility levels and the sequence
of gains and losses can impact funded status and contribution rates.

e. Risk thatis not expected to be rewarded over the long-term, or mitigated
through diversification, will be minimized.

f. For LACERA, not taking enough risk is risky; therefore, LACERA will accept
a prudent amount of risk to achieve its long-term target returns.

g. LACERA considers the risks of environmental, social, and governance
(“ESG”) factors as relevant to its investment process.

h. LACERA believes that conflicts of interest may pose risk; therefore, any
perceived conflicts should be identified and explored as a material factor in
risk analysis.

Risk

Risk is a broad term used to capture the
concept of uncertainty. No single metric
adequately conveys risk. LACERA will
evaluate risk holistically, incorporating
quantitative measures and qualitative
assessments in managing its portfolio.
Monitoring and managing risk is a key focus
for LACERA. Risk that is not expected to be
rewarded over the long-term, or mitigated
through diversification, will be minimized.

Risks confronted by LACERA include, but are
not limited to:

a. Investment Risks (macroeconomic,
volatility, leverage, illiquidity, geography,
currency, political, credit, environmental,
social, and governance); and

b. Operational Risks (valuation, counterparty
benchmarking, business continuity, talent
management, cybersecurity, reputational,
fraud, regulatory, and conflicts of interest).

’

* IDD = Investment Due Diligence / ODD = Operational Due Diligence
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V. Stewardship

BOI Input and Summary of Proposed Language Refinement

» Discussed defining ESG as both financial risk and opportunity in separate subsection

» Trustees emphasized maintaining focus on financial implications of ESG factors (i.e., avoid impact)

» Proposed language reflects IPS language that ESG factors may present financial risk and opportunity
» Adds language to base LACERA's ESG focus in protecting and producing investment returns

Current Investment Belief Language

ESG Stewardship
LACERA considers the risks of environmental, LACERA recognizes that environmental, social, and
social, and governance (ESG) factors as relevant corporate governance factors (ESG) may present
to its investment process. financial risks and opportunities for the Fund.

LACERA seeks to identify, evaluate, and manage
financially relevant ESG factors in its investment
process—including portfolio construction, investment
due diligence, and stewardship strategies—to
safeguard and enhance Fund performance.
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VI. Terms

BOI Input and Summary of Proposed Language Refinement
» Discussed adding the importance of contract “terms” to the current language on fees and costs

> Also discussed belief that LACERA should assert its influence to shape fees, costs, and terms

» Proposed language below incorporates terms and reference to LACERA's ability to exert influence

Current Investment Belief(s)

Costs and Fees

Investment outcomes are determined by risk,
returns, and costs. All three must be managed,
and cost is the most certain.

a. Consideration of net-of-fees returns is an
integral part of a successful long-term
investment strategy.

b. Costs and fees should be actively monitored
and negotiated to the greatest extent possible.

Terms

Investment outcomes are determined by risk, returns,
and costs. All three must be managed, and each
mandate should be structured with the best possible
terms available across the total Fund to enhance
future outcomes.

a. The breadth of LACERA's presence in financial
markets is an asset to influence terms and fees.

b. Consideration of net-of-fees returns is an integral
part of a successful long-term investment strategy.

c. Costs, fees, and terms should be actively
monitored and negotiated to the greatest extent
possible.




.| VII. Productivity

BOI Input and Summary of Proposed Language Refinement
» Broaden current “Education” belief to include the role of human capital; consider referencing resources

» Proposed language incorporates the role of people and resources to optimize investment outcomes

Current Investment

Belief(s)
Education Productivity
In an increasingly complex and People and resources matter. Constructive talent management, efficient
dynamic investment universe, operations and procedures, and a commitment to ongoing education and
continued education on investment improvement are essential to optimizing LACERA’s investment performance.
concepts and investment strategies
within that universe is fundamental a. Human Capital: Trustees and staff are vital to executing LACERA’s

for long-term success. investment program. LACERA must cultivate a talented and
collaborative workforce that is inclusive of diverse perspectives and
backgrounds and demonstrates a steadfast commitment to high ethical
conduct.

b. Education: In an increasingly complex and dynamic investment
universe, continued education on investment concepts and investment
strategies within that universe is fundamental for long-term success.

c. Operations: Strong operational processes and sufficient resources can
maximize efficiency, mitigate risks, and optimize investment
performance.
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Recommendation and Summary
I

« Approve revised Investment Beliefs and insert the revised Investment Beliefs
into LACERA's Investment Policy Statement.

« This recommendation is being made in consideration of: (i) timeliness relative
to the Board Offsite survey and discussion; and (ii) continuity of current
Trustees who participated in the Board Offsite survey and discussion

« Meketa and staff collaborated to consolidate Trustee feedback from
survey results and the Board Offsite, which inspired the proposed changes

« Below is a summary of considerations regarding the proposed updates
to the Investment Beliefs:

— Reflect the Allocator to Best-in-Class strategic plan
— Maintain LACERA's core views and principles with language that is timeless
— Integrate updates to the Fund (e.g., functional framework)

— Apply a framework that Investment Beliefs should be mission-relevant,
principles-based, succinct, and actionable




Attachment 2

' Investment Policy
l. Investment Philosophy and Strategy

B. Investment Beliefs

The Board has adopted the following investment beliefs (“Investment Beliefs”) to describe its core
beliefs and underlying assumptions about how capital markets operate. Collectively, the Investment
Beliefs provide a framework to guide LACERA'’s investment decisions in a manner consistent with
the Fund’s nature as an institutional investor with a long-term investment horizon in order to achieve
the Fund’s objectives defined above.

i. Strategic Asset Allocation

Long-term strategic asset allocation will be the primary determinant of LACERA'’s risk/return
outcomes.

a. ltis important that LACERA be forward--looking, as its investment horizon spans decades, if not
Indefinitely, into the future.

b. Strategic asset allocation has a greater effect on return variability than asset class investment

structure or manager selection. #w%%m%%@&%%@hﬂe&m-setﬁng

c. Strateqgic asset allocation is a critical source of investment diversification to optimize growth and
mitigate risk across the total Fund.

d. Strategic asset allocation must carefully consider plan liabilities, actuarial assumptions, and capital
market assumptions.

e. Rebalancing the portfolio is a key aspect of prudent long-term strategic asset allocation
policy.

ii. Market Efficieney Dynamics




a. The efficiency of financial markets may vary by market segment, geographic region, geopolitical
regimes, and across public versus private markets.

b. Market transparency, the requlatory environment, behavioral finance factors, and investment time
horizons may influence and shape market efficiency.

c. LACERA’s investment processes should be adequately nimble to prudently capture attractive
investment opportunities.

Risk and return are expected to be positively correlated over long-term periods. Returns can be
enhanced through active strategies, illiquid investments, and leverage; however, such strategies
need to be balanced with LACERA's risk tolerances, portfolio objectives, and liquidity needs.

a. Consegquently;A-active strategies will be used enly when there-is-strong-conviction-that they can-be
are expected to add value net--of-fees while-their-higherfees-and-are adjustinged for risk.

c. Liquid assets serve a critical role to fund benefit payments and rebalance the portfolio.

ViV, Risk

Risk is a broad term used to capture the concept of uncertainty. Sinee-arNo single metric adequately
conveys risk.; LACERA will evaluate risk holistically, incorporating quantitative measures and
qualitative assessments in managing its portfolio._Monitoring and managing risk is a key focus for
LACERA.

Risk that is not expected to be rewarded over the long-term, or mitigated through diversification,
will be minimized.




Risks confronted by LACERA include, but are not limited to:

a. Investment Risks (macroeconomic, volatility, leverage, illiquidity, geography, currency,
political, credit, environmental, social, and governance); and

b. Operational Risks (valuation, counterparty, benchmarking, business continuity, talent
management, cybersecurity, reputational, fraud, requlatory, and conflicts of interest).

Stewardship

Vi.

LACERA recognizes that environmental, social, and corporate governance factors (ESG) may
present financial risks and opportunities for the Fund. LACERA seeks to identify, evaluate, and
manage financially relevant ESG factors in its investment process—including portfolio
construction, investment due diligence, and stewardship strategies—to safeguard and enhance
Fund performance.

Costs-and-FeesTerms

Investment outcomes are determined by risk, returns, and costs. All three must be managed, and
costis-the-mostcertain each mandate should be structured with the best possible terms available
across the total Fund to enhance future outcomes.

The breadth of LACERA’s presence in financial markets is an asset to influence terms and fees.

Vil.

Consideration of net-of-fees returns is an integral part of a successful long-term investment
strategy.

Costs, and-fees, and terms should be actively monitored and negotiated to the greatest extent
possible.

Productivity

People and resources matter. Constructive talent management, efficient operations and
procedures, and a commitment to ongoing education and improvement are essential to optimizing
LACERA’s investment performance.

Human Capital: Trustees and staff are vital to executing LACERA'’s investment program. LACERA

=4

must cultivate a talented and collaborative workforce that is inclusive of diverse perspectives and
backgrounds and demonstrates a steadfast commitment to high ethical conduct.

Education: In an increasingly complex and dynamic investment universe, continued education on

investment concepts and investment strategies within that universe is fundamental for long-term
success.

Operations: Strong operational processes and sufficient resources can maximize efficiency,

mitigate risks, and optimize investment performance.




Attachment 3

Investment Policy
l. Investment Philosophy and Strategy

B. Investment Beliefs

The Board has adopted the following investment beliefs (“Investment Beliefs”) to describe its core
beliefs and underlying assumptions about how capital markets operate. Collectively, the Investment
Beliefs provide a framework to guide LACERA'’s investment decisions in a manner consistent with
the Fund’s nature as an institutional investor with a long-term investment horizon in order to achieve
the Fund’s objectives defined above.

i. Strategic Asset Allocation

Long-term strategic asset allocation will be the primary determinant of LACERA'’s risk/return
outcomes.

a. lItis important that LACERA be forward-looking, as its investment horizon spans decades, if not
Indefinitely, into the future.

b. Strategic asset allocation has a greater effect on return variability than asset class investment
structure or manager selection.

c. Strategic asset allocation is a critical source of investment diversification to optimize growth and
mitigate risk across the total Fund.

d. Strategic asset allocation must carefully consider plan liabilities, actuarial assumptions, and capital
market assumptions.

e. Rebalancing the portfolio is a key aspect of prudent long-term strategic asset allocation policy.

ii. Market Dynamics
Capital market efficiencies inform LACERA'’s strategic asset allocation and portfolio construction.

a. The efficiency of financial markets may vary by market segment, geographic region, geopolitical
regimes, and across public versus private markets.

b. Market transparency, the regulatory environment, behavioral finance factors, and investment time
horizons may influence and shape market efficiency.

c. LACERA'’s investment processes should be adequately nimble to prudently capture attractive
investment opportunities.

iii. Return



Vi.

Vil.

Risk and return are expected to be positively correlated over long-term periods. Returns can be
enhanced through active strategies, illiquid investments, and leverage; however, such strategies
need to be balanced with LACERA'’s risk tolerances, portfolio objectives, and liquidity needs.

Active strategies will be used when they are expected to add value net-of-fees while adjusting for
risk.

The total capital allocated to illiquid strategies must be kept at a prudent level.
Liquid assets serve a critical role to fund benefit payments and rebalance the portfolio.

iv. Risk

Risk is a broad term used to capture the concept of uncertainty. No single metric adequately
conveys risk. LACERA will evaluate risk holistically, incorporating guantitative measures and
qualitative assessments in managing its portfolio. Monitoring and managing risk is a key focus for
LACERA. Risk that is not expected to be rewarded over the long-term, or mitigated through
diversification, will be minimized.

Risks confronted by LACERA include, but are not limited to:

Investment Risks (macroeconomic, volatility, leverage, illiquidity, geography, currency, political,
credit, environmental, social, and governance); and

Operational Risks (valuation, counterparty, benchmarking, business continuity, talent
management, cybersecurity, reputational, fraud, regulatory, and conflicts of interest).

Stewardship

LACERA recognizes that environmental, social, and corporate governance factors (ESG) may
present financial risks and opportunities for the Fund. LACERA seeks to identify, evaluate, and
manage financially relevant ESG factors in its investment process—including portfolio construction,
investment due diligence, and stewardship strategies—to safeguard and enhance Fund
performance.

Terms

Investment outcomes are determined by risk, returns, and costs. All three must be managed, and
each mandate should be structured with the best possible terms available across the total Fund to
enhance future outcomes.

The breadth of LACERA'’s presence in financial markets is an asset to influence terms and fees.

Consideration of net-of-fees returns is an integral part of a successful long-term investment
strategy.

Costs, fees, and terms should be actively monitored and negotiated to the greatest extent possible.

Productivity

People and resources matter. Constructive talent management, efficient operations and
procedures, and a commitment to ongoing education and improvement are essential to optimizing
LACERA'’s investment performance.

Human Capital: Trustees and staff are vital to executing LACERA'’s investment program. LACERA
must cultivate a talented and collaborative workforce that is inclusive of diverse perspectives and
backgrounds and demonstrates a steadfast commitment to high ethical conduct.



b. Education: In an increasingly complex and dynamic investment universe, continued education on
investment concepts and investment strategies within that universe is fundamental for long-term
success.

c. Operations: Strong operational processes and sufficient resources can maximize efficiency,
mitigate risks, and optimize investment performance.
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INVESTMENT POLICY STATEMENT

About LACERA

The Los Angeles County Employees Retirement Association (“LACERA”) administers a defined benefit retirement plan (the
“Fund”) and other post-employment benefits (“OPEB” or the “Trust”) for employees of Los Angeles County and certain other
districts.

The Los Angeles County Board of Supervisors established LACERA by ordinance in 1937. LACERA has operated since 1938,
and today, serves over 170,000 active and retired members.

LACERA's mission is to “produce, protect, and provide the promised LACERA MISSION STATEMENT

benefits.” LACERA aims to fulfill its mission through prudent investment ,
and conservation of plan assets, in accordance with its Investment We PrOdUCe PFOT@CT, and Prowde

Beliefs and in consideration of actuarial analysis. the Promised Benefits

LACERA’s Board of Investments (the “Board”) is responsible for establishing LACERA’s investment policy and objectives, as
well as exercising oversight of the investment management for both the Fund and the Trust.
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INVESTMENT POLICY STATEMENT

Statement of Purpose

LACERA’s Investment Policy Statement (the “IPS”) defines the framework by which LACERA manages the assets of the Fund
in order to fulfill its mission. The document provides the primary guidance for LACERA’s investment activities by outlining the
philosophy and structure of LACERA’s investment program, describing the general process by which assets are managed, and
defining the key roles and responsibilities in LACERA’s investment program.
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INVESTMENT POLICY STATEMENT

Legal Authority

The California Constitution and LACERA'’s governing statutes create a legal framework within which this IPS must be
interpreted and implemented by the Board in approaching its decisions. The Board is independent and has sole and
exclusive legal responsibility over investment of the Fund’s assets.

A.

Fiduciary Duty

The Board and its members are fiduciaries, making decisions for the benefit of the Fund as a whole without
other concerns or outside influence. All Board members, whether they are elected, appointed, or ex officio,
have the same fiduciary duty under the law. This fiduciary duty has two components:

e Duty of Loyalty. Under the duty of loyalty, Board members have the sole and exclusive responsibility
to administer the Fund to ensure prompt delivery of benefits to members and their beneficiaries. In
making every decision, the Board must act according to a three-pronged legal formula that balances
the interests of the Fund’s stakeholders: (1) solely in the interest of providing benefits to members and
beneficiaries, (2) to minimize employer contributions, and (3) to defray the expenses of administering
the Fund. The Board’s duty to members and their beneficiaries takes precedence over any other duty.

e Duty of Prudence. Board members must discharge their duties with the care, skill, prudence, and
diligence that a prudent fiduciary familiar with the matters and the circumstances of each particular
decision would use in the conduct of a similar enterprise with like aims. The Board must diversify
fund investments so as to minimize risk of loss and maximize the rate of return, unless under the
circumstances it is clearly prudent not to do so. The Board may invest or delegate the authority to
invest Fund assets through the purchase, holding, or sale of any form or type of investment, financial
instrument, or financial transaction when prudent in the informed opinion of the Board.

Ethics and Code of Conflicts

The Board and LACERA staff must refrain from personal activity that could conflict with the proper management
of the investment program, or that could impair their ability to make decisions in compliance with fiduciary
duty. Further details are defined in LACERA’s Code of Ethical Conduct, Conflict of Interest Code, the Political
Reform Act, Fair Political Practices Commission regulations, and other applicable law.

Process

Because the Board is a governing body of a public agency, the Board and its members must conduct business
according to the State of California Ralph M. Brown Act, which provides that Board meetings, deliberations,
and actions must be public unless subject to a specific closed session exception. The Board may go into
closed session to discuss the purchase and sale of particular, specific investments under the Brown Act.

PAGE 3



INVESTMENT POLICY STATEMENT

Investment Policy

l. Investment Philosophy and Strategy

A.

Objectives of the Investment Program

LACERA follows a carefully planned and executed strategic investment program in order to:

Produce the promised benefits for LACERA members and beneficiaries by achieving the Fund’s assumed
rate of return on a total return basis over the long-term, consistent with LACERA’s mission;

Protect the promised benefits on behalf of LACERA members and beneficiaries by mitigating investment
risks through Fund diversification and other means, consistent with LACERA’s mission; and

Provide the promised benefits for LACERA members and beneficiaries, in part by ensuring adequate
liquidity, consistent with LACERA’s mission.

Investment Beliefs

The Board has adopted the following investment beliefs (“Investment Beliefs”) to describe its core beliefs
and underlying assumptions about how capital markets operate. Collectively, the Investment Beliefs provide
a framework to guide LACERA’s investment decisions in a manner consistent with the Fund’s nature as an
institutional investor with a long-term investment horizon in order to achieve the Fund’s objectives defined
above.

Strategic Asset Allocation

Long-term strategic asset allocation will be the primary determinant of LACERA’s risk/return outcomes.

a. It is important that LACERA be forward looking, as its investment horizon spans decades, if not
indefinitely into the future.

b. Asset allocation has a greater effect on return variability than asset class investment structure or
manager selection. It is essential to account for LACERA’s liabilities in setting long-term investment
strategy.

c. Rebalancing the portfolio is a key aspect of prudent long-term asset allocation policy.

Market Efficiency

Markets are largely efficient over the long term (10-20 years); however, during certain economic and
financial environments markets may not be efficient in setting prices.

a. Consequently, LACERA will allow for modest tactical asset allocation adjustments during times of
disruption.

Active Versus Passive Management

As markets are largely efficient, passive management, when available, is the preferred structure for
investment management; however, the Board recognizes that some asset classes may justify the higher
fees and/or expected enhanced returns associated with active management.
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a. Consequently, active strategies will be used only when there is strong conviction that they can be
expected to add value net of their higher fees and are adjusted for risk.

Private Markets and Liquidity

Private market assets can add value to a portfolio, providing opportunities for returns that exceed those
expected from public markets.

a. The total capital allocated to illiquid strategies must be kept at a prudent level.
b. The high return potential of these assets needs to be balanced with LACERA’s need for liquidity.
c. Liquid assets serve a critical role to fund benefit payments and rebalance the portfolio.

Risk
Risk is a broad term used to capture the concept of uncertainty. Since no single metric adequately

conveys risk, LACERA will evaluate risk holistically, incorporating quantitative measures and qualitative
assessments in managing its portfolio.

a. LACERA operates in a global financial marketplace, and as such, LACERA believes that in order to
diversify its risk broadly, it is vital that LACERA possess a global perspective.

b. Diversification across different risk factors is necessary for risk reduction.

Markets are cyclical; risk premia, volatility, and correlations vary over time.

d. The pattern of returns matters because volatility levels and the sequence of gains and losses can
impact funded status and contribution rates.

e. Risk thatis not expected to be rewarded over the long-term, or mitigated through diversification, will
be minimized.

f. For LACERA, not taking enough risk is risky; therefore, LACERA will accept a prudent amount of risk
to achieve its long-term target returns.

g. LACERA considers the risks of environmental, social, and governance (“ESG”) factors as relevant to
its investment process.

h. LACERA believes that conflicts of interest may pose risk; therefore, any perceived conflicts should be
identified and explored as a material factor in risk analysis.

o

Costs and Fees

Investment outcomes are determined by risk, returns, and costs. All three must be managed, and cost
is the most certain.

a. Consideration of net-of-fees returns is an integral part of a successful long-term investment strategy.
b. Costs and fees should be actively monitored and negotiated to the greatest extent possible..

Education

In an increasingly complex and dynamic investment universe, continued education on investment concepts
and investment strategies within that universe is essential for long-term success.

Strategic Asset Allocation

LACERA fundamentally believes long-term strategic asset allocation will be the primary determinant of risk/
return outcomes, and therefore establishes a strategic asset allocation to meet its mission and investment
objectives.

LACERA's strategic asset allocation categorizes capital outlays into five groups, defined by the function each
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allocation is intended to serve in the portfolio: (1) Growth, (2) Credit, (3) Real Assets and Inflation Hedges,
(4) Risk Reduction and Mitigation, and (5) Overlays and Hedges. The functional categories include various
asset classes that represent the risk/return characteristics of each area. LACERA expects the five functional
categories to diversify the Fund and optimize upside growth while mitigating downside risk. The asset allocation
determines what proportion of the Fund is allocated to each functional category and underlying asset class,
including target weights and allowable ranges as a percentage of the Fund.

In order to determine its strategic asset allocation, LACERA conducts a comprehensive asset allocation
study every three to five years, or at the Board’s request. The asset allocation study considers a number of
factors, such as:

» A projection of actuarial assets, liabilities, benefits payments, contributions, and the actuarial rate of
return for the Fund, as well as its current and projected funded status.

« Historical results and expected long-term capital market risk, return, and correlation forecasts.

» Anassessment of future economic conditions, including inflation and interest rate levels.

» Various risk/return scenarios.

e The Fund’s liquidity requirements.

LACERA's approved asset allocation and benchmarks are detailed in the tables of the Appendix.

Overview of Strategic Asset Allocation

LACERA groups asset classes into the following functional categories:

i. Growth

a. Role in the portfolio: The role of assets in this category is to be the primary driver of long-term total
returns for the Fund.

b. Asset Classes: Global Equity, Private Equity, and Non-Core Private Real Estate.

c. Investment Approach: Growth assets generally represent equity or equity-like interests in current
and future income streams. Growth assets include public and private market strategies that include
both liquid and illiquid investments. LACERA utilizes passive strategies in relatively efficient segments
of the market for global equity. LACERA employs active strategies in relatively less efficient market
segments of global equities, as well as in private equity and non-core private real estate.

e. Risk Factors: Growth assets are primarily equity ownership positions that tend to perform well in
times of positive economic growth. They are highly sensitive to economic conditions and are subject
to potential loss in value based on a number of factors. For example, growth assets may be sensitive
to inflation and generally perform poorly in times of high and unexpected inflation. To a lesser extent,
growth assets may be sensitive to interest rates due to the use of leverage in certain strategies as well
as the relationship between interest rates and the discount rates used to price securities.

ii. Credit
a. Role in the portfolio: LACERA expects assets categorized as Credit to produce current income and

moderate long-term total returns. Credit has more moderate levels of risk than assets categorized as
Growth, and, accordingly, provides incremental diversification to the total Fund.
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b. Asset Classes: Liquid Credit (High Yield, Bank Loans, Emerging Market Debt), and llliquid Credit.

c. Investment Approach: Credit assets are generally fixed claims on assets or income streams of an
issuer (e.g., government, corporation, asset-backed securities). The category is composed of certain
fixed income, hedge funds, real estate, and private debt investments. Investment strategies within
this category may have a specific mandate or be multi-strategy. The investment strategies may be
liquid, illiquid, or a combination of both, depending on the nature and terms of the specific investment
vehicle. LACERA employs active strategies across all asset classes within the Credit category but may
employ passive strategies in certain segments that are relatively more efficient.

d. Risk Factors: The primary risk for owners of Credit assets is the failure of the borrower to make
timely payments of interest and principal. There are three elements of credit risk: the risk of default,
the risk of a credit downgrade, and spread risk, which is the risk that investors may demand greater
compensation for bearing the first two types of risk. Bonds with credit risk offer a yield premium over
government bonds to compensate investors for the additional risk. Bonds with greater credit risk (i.e.,
bonds with lower credit ratings) are typically less liquid than higher quality bonds.

iii. Real Assets and Inflation Hedges

a. Role in the portfolio: LACERA expects assets in this category to provide income as well as a hedge
against inflation, while diversifying the Fund due to the assumed low correlation of returns between
these assets and other asset classes.

b. Asset classes: Core Private Real Estate, Natural Resources & Commodities, Infrastructure, and Treasury
Inflation-Protected Securities (“TIPS”).

c. Investment Approach: Real Assets generally include physical assets, such as real estate and infrastructure,
or securities whose value is derived from a physical asset, such as commodities or natural resources.
Assets in this category may be invested in both public and private investments and may be liquid or
illiquid, as well as passively or actively managed.

d. Risk Factors: Real Assets and Inflation Hedges are sensitive to inflation. The primary risk for owners
of real assets/inflation hedges is that they fail to provide a hedge against long-term changes in
inflation. A secondary risk is loss of principal. The value of real estate and natural resources assets
may fall, particularly during an economic downturn, but also due to idiosyncratic aspects of each asset.
Diversification may offset asset-specific risk. Foreign assets are also subject to currency movements
against the U.S. dollar. TIPS are exposed to liquidity risk, as they tend to be less liquid than nominally
U.S. Treasuries, particularly during a market environment in which there is a flight to safety.

iv. Risk Reduction and Mitigation

a. Rolein the portfolio: LACERA expects assets in this category to provide moderate amounts of current
income by generating a modest level of return while also reducing total Fund risks, in part by preserving
capital in the event of a downturn in equity markets. LACERA anticipates that assets in this category
will have a low level of volatility and a low correlation to Growth assets, thereby providing downside
protection. In the event of a market correction, these assets could also provide a source of liquidity
for benefit payments.
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Asset classes: Investment Grade Bonds, Diversified Hedge Fund Portfolio, Long-Term Government
Bonds, and Cash.

Investment Approach: The category is composed of investment grade bonds, diversified hedge funds,
long-term government bonds, and cash. Cash is the least volatile asset class, as well as the most liquid;
the flexibility it provides during periods of market decline helps to mitigate risk. Investment grade bonds
comprise a mix of U.S. Treasuries, corporate debt, and other bonds of high quality, typically rated
“BBB” or above by rating agencies. High quality bonds would be expected to protect the total Fund
by retaining or increasing their value during a market correction. Diversified hedge funds comprise
a variety of hedged investments, such as relative value, arbitrage, and long/short strategies within a
diversified portfolio. They would be expected to produce returns at or above high-grade bond portfolios,
with equal or lower volatility, and be largely uncorrelated with other portfolio assets.

. Risk Factors: The primary risk factor for Risk Reduction and Mitigation Assets is that they will fail

to provide the anticipated level of protection during market downturns. Assets in this category are
also subject to additional risks. For example, investment grade bonds are sensitive to fluctuations in
interest rates and have some risk of default. Specific hedge fund investments are subject to a variety
of risk factors, including equity risk, credit risk, interest rate risk, and leverage risk. Cash can include
short-term instruments and vehicles where there is a low probability of loss of principal.

Overlays and Hedges

a.

Role in the portfolio: The category consists of overlays and hedges as a distinct functional category.
LACERA expects exposures in this group to assist in adhering to total Fund policy allocation targets,
meeting asset class-specific objectives, and managing portfolio risk.

Asset classes: Total Fund and all BOI approved asset classes may be utilized or subject to overlays
and hedging strategies.

Investment Approach: The category is composed of derivatives and synthetic replication investment
vehicles that emulate LACERA’s physical assets, holdings, foreign currency, or market exposures via
overlay and hedging programs. The separation of these mandates into one category allows for increased
ability to monitor exposures across the total Fund and enhances the ability to evaluate performance,
attribution, portfolio impacts, and risk drivers across individual asset categories and the total Fund.

Risk Factors: The primary risk factors for Overlays and Hedges are exposure mismatch and benchmarking.
Best efforts will be made to replicate LACERA’s underlying exposures and risk; however, there may
be instances when the vehicles used will not mirror a given asset, causing an exposure mismatch.
Another consideration is benchmarking. Benchmarking overlay and hedging programs is challenging
as positions are often resized more frequently than underlying physical exposures, and mandates may
be used to achieve multiple objectives or be a temporary portfolio construction tool.

Performance Objectives

The Fund’s long-term performance objective is to generate risk-adjusted returns that meet or exceed its
defined actuarial target as well as its policy benchmark, net-of-fees, over the Fund’s designated investment
time horizon. LACERA’s policy benchmarks at the total Fund level, the functional category level, and the asset
class level can be found in the Appendix.
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Rebalancing

LACERA considers rebalancing the Fund a key aspect of prudent long-term portfolio management. LACERA
rebalances the Fund’s portfolio in accordance with established guidelines and procedures to adhere to its
approved strategic asset allocation, consistent with the Fund’s stated Investment Beliefs. The approved ranges
for each functional asset category and underlying asset class are defined in the Appendix.

Responsible Stewardship and Beneficial Ownership Rights

In pursuing its investment program, and as part of mitigating risks associated with LACERA’s investments,
LACERA seeks to manage its investments in a manner that promotes and safeguards the economic interests
of LACERA and its members, consistent with LACERA’s mission. LACERA prudently exercises its rights as an
investor to support policies and practices at companies in which LACERA invests, as well as public policies
governing financial markets, that are consistent with LACERA’s economic interests. In doing so, LACERA
aims to promote sustainable, long-term value on behalf of its members and enhance LACERA’s ability to
fulfill its mission. LACERA has therefore adopted Corporate Governance and Stewardship Principles (see
Attachments). Beneficial ownership rights pertaining to LACERA’s investments, including, but not limited to
proxy voting, are managed in accordance with LACERA’s Corporate Governance and Stewardship Principles.

Integration of Environmental, Social, and Governance (ESG) Factors

LACERA recognizes that environmental, social, and governance factors may influence the risk-return profile
and financial performance of investments. Financially material ESG factors may vary by industry, geographic
exposure, business strategy, investment time horizon, and other variables. LACERA endeavors to identify,
assess, and manage relevant ESG factors in its market research, portfolio construction, and throughout its
investment process in furtherance of its mission and fiduciary duties. Careful consideration of ESG factors
throughout LACERA's investment process aims to generate sustainable investment returns. LACERA assesses
and monitors all investment partners on their capacity and skill in evaluating ESG risks and opportunities in
a compelling manner to enhance LACERA’s risk-adjusted returns.

Diversity, Equity, and Inclusion

LACERA values diversity, equity, and inclusion, and believes that effectively accessing and managing diverse
talent leads to improved outcomes. LACERA considers diversity broadly, inclusive of—but not limited to—
professional backgrounds, age, experience, race, sexual orientation, gender, gender identity, disability status,
military service, ethnicity, national origin, and culture. LACERA expects external asset managers and other third
party providers to respect and reflect LACERA’s value of diversity, equity, and inclusion. LACERA’s ongoing
monitoring of third party service providers incorporates an assessment of vendors’ commitment to, adherence
with, and track record of accessing and retaining diverse workforces in an inclusive and equitable manner.
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Il. Investment Process

The following sections articulate the general parameters and processes by which LACERA executes its investment
strategy, in adherence to established policies and procedures.

A.

Structure Review

After an asset allocation study apportions capital across categories, LACERA conducts a structure review to
address how to implement each asset category. A structure review establishes the framework for each asset
category by addressing its role within a total Fund context. The structure review evaluates the objectives,
portfolio composition, related strategic initiatives, and how the portfolio may evolve in the near to medium
term. These reviews are presented to the Board no less frequently than the comprehensive asset allocation
study conducted for the total Fund, or at the Board'’s request.

Investment Management

Investment Agreements

Board-approved investment recommendations are subject to negotiation and execution of an agreement
that, in the judgment of LACERA’s Chief Investment Officer and Chief Counsel, includes all terms necessary
to provide adequate protection for LACERA's interests under the circumstances of the transaction, including
but not limited to an appropriate standard of care on the part of the investment manager.

Selection and Monitoring

LACERA may utilize internal resources or externally managed portfolios implemented by asset management
firms and service providers to effectuate LACERA’s investment program. In determining whether to use
internal or external resources to implement a specific investment mandate, strategy, or investment-
related service, LACERA takes into consideration numerous factors, including, but not limited to, return
expectations, associated risks, compliance requirements, and expenses related to the specific strategy
or service.

LACERA has adopted formal procedures to guide the selection, appointment, and monitoring of external
managers and service providers. LACERA expects any external party that manages Fund assets on behalf
of LACERA to serve as a fiduciary.

Costs

LACERA considers the costs and expenses related to executing its investment program to be a crucial
component of its fiduciary duty and an important element in determining its strategic asset allocation.
In all aspects and functions of its investment program, LACERA seeks to actively identify, assess, and
monitor expenses. LACERA expects that the economic terms and conditions by which any external party is
compensated for investment-related services should promote an alignment of interests between LACERA
and the external party in fulfiling LACERA’s mission and investment objectives. Accordingly, LACERA
diligently attends to and negotiates the economic terms of investment services rendered to the Fund.

PAGE 10



INVESTMENT POLICY STATEMENT

Liquidity Management and Other Investment Functions

The following sections provide the general guiding principles and parameters for certain components of
LACERA’s investment process, including liquidity management, the use of derivative instruments, securities
lending, and certain prohibited transactions.

Liquidity and Cash Management

Effective cash management is integral to LACERA’s investment process. LACERA strives to maintain
appropriate levels of liquidity—i.e., the ability to convert investments into cash—in order to meet immediate
or short-term obligations and liabilities, such as funding member benefits, meeting capital calls, and
rebalancing the portfolio per the strategic asset allocation. LACERA manages liquidity by monitoring the
Fund’s aggregate liquidity and liquidity risk exposures.

Derivatives Management

LACERA may employ derivative instruments to hedge or gain exposure to certain investments. A derivative
is a financial instrument that derives its value from an underlying asset which represents direct ownership
of a security or a direct obligation of an issuer. Derivatives may be exchange-traded or traded over the
counter (OTC). LACERA expects that any use of derivatives by external managers must adhere to LACERA’s
policies and investment guidelines.

Securities Lending

LACERA may lend designated securities to provide the Fund with additional income generation and
offset administrative expenses. LACERA lends eligible securities (both U.S. and Non-U.S. equities and
bonds) to approved and qualified borrowers, subject to the terms and conditions specified in LACERA’s
contract agreements. Any securities lending activity is expected to be transparent to LACERA’s external
investment managers and should not impede or otherwise impair the investment management process.

Prohibited Transactions

LACERA prohibits the following transactions unless stated otherwise in the investment management
agreement:

“Prohibited transactions” as defined under the Employee Retirement Income Security Act of 1974
(ERISA)

« Transactions that involve a broker acting as a “principal,” where such broker is also the investment
manager (or an entity related to the investment manager) who is making the transaction

» Any or all applicable investment activities forbidden by the United States Securities and Exchange
Commission or other applicable governing bodies

« Any acts or omissions that violate state and local laws regarding conflicts of interest and disclosures

LACERA does not lever the Fund’s investment portfolio as a whole. However, leverage is implicit in many
investment strategies. LACERA expects that any use of leverage by external managers must adhere to
LACERA’s established policies and investment guidelines.
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lll. Risk Management

LACERA manages risk by establishing and adhering to investment guidelines, pursuing multiple approaches to diversification
(such as asset class, geography, liquidity profile, currency, and degree of active management), and conducting regular
measurement and analytical exercises. LACERA assumes certain risks to achieve sufficient returns to meet the Fund’s
financial obligations and investment objectives. Investment risks pertain to the prospect of a permanent loss of capital
or of not meeting objectives within the designated timeframe. LACERA seeks to mitigate the impact of a drawdown to
the Fund in order to accomplish its investment objectives, reduce volatility, and avoid increased contributions to the Fund
from the plan sponsor or employees.

A.

Philosophy and Objectives

LACERA considers risk multi-faceted and, therefore, views risk from multiple perspectives. Risk may vary
and evolve over time, across sectors or geographic exposures, and depends on the nature and terms of
the investment vehicle that LACERA deploys to implement the Fund’s investment strategies. Risk may be
systematic (i.e. present across the market) or unsystematic (i.e., specific to a particular investment strategy). A
risk may pertain to and potentially impact the total Fund, a functional asset category, or individual underlying
asset classes.

LACERA seeks to diligently identify, assess, and monitor relevant investment risks throughout the investment
process, from determining its strategic asset allocation to ongoing evaluation and monitoring of the Fund’s
performance. This helps to ensure that risks assumed by the Fund are intentional and adequately compensated.

Approach

LACERA'’s strategic asset allocation attempts to position the Fund to capture growth while mitigating large
drawdowns. LACERA’s investment strategy is designed to take intentional risk, called active risk, in order to
achieve commensurate investment results. LACERA may define expectations for active return earned per
unit of active risk taken for various investment strategies and portfolios.

LACERA seeks to identify and acknowledge the sources and types of risk inherent in each investment strategy.
However, LACERA also recognizes that even sophisticated risk measurement techniques may not detect
certainrisks, including extreme events, in advance. Accordingly, risk models may only provide limited predictive
qualities. LACERA endeavors to test and challenge investment strategies and assumptions prior to a capital
outlay as well as for ongoing monitoring.

LACERA measures investment risk using multiple metrics on both an absolute and relative basis at all relevant
levels (i.e., total Fund, functional asset categories, and underlying asset classes). LACERA also strives to
employ stress testing, scenario analyses, and broader financial and economic analyses to understand current
and potential risks related to its investment strategy and decisions. LACERA selects appropriate benchmarks
to assess and determine whether investment risks taken by the Fund are appropriate in order to achieve
expected investment returns.

LACERA may establish a risk budget to set active risk targets for each functional asset category and underlying
asset classes. LACERA aims to minimize unintended risk caused by asset allocation drift or other factors.
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IV. Roles and Responsibilities

LACERA has established the following roles and responsibilities to implement its investment program. The duties explained
below apply to the Board, staff, and various external parties who collectively oversee and administer the functions
necessary for LACERA to accomplish its investment objectives.

The overview outlined below is further complemented by the following documents: (Board of Investments Charter, Board
of Investments Powers Reserved Defined, Board of Investments Powers Reserved and Delegated Authorities, and the Board
of Investments Regulations (previously referred to as “Bylaws”.)

A. Board of Investments

Board

The exclusive fiduciary responsibility of the Board is to ensure prudent investment and management of
the Fund so as to provide for the timely payment of benefits to members and their beneficiaries, minimize
employer contributions, and defray the reasonable cost of administration, with the duty to members
being paramount. It is the responsibility of the Board to ensure that LACERA employees administer Fund
investments at reasonable cost, while preserving the quality of investments. The Board exercises oversight
of all aspects of the investment program. The Board oversees the management of the Fund in compliance
with all aspects of this IPS and all applicable federal and state laws and regulations concerning the
administration of a government pension plan. The Board may request staff and investment consultants
to inform and make recommendations on matters pertinent to LACERA’s investment operations. The
Board may also delegate specific authorities to the Chief Investment Officer (“CIO”), as further outlined
in the Appendix.

Committees

To assist the Board in carrying out its duties, the Board may establish one or more committees (“Committee”).
A Committee makes recommendations to the Board on investment actions related to its area of focus.
A Committee may request staff and investment consultants to inform and make recommendations to it
on matters pertinent to LACERA’s investment program.

B. Staff

Chief Executive Officer

The Board and LACERA’S Board of Retirement jointly appoint the Chief Executive Officer (“CEQ”). The
CEOQ is responsible for planning, organizing, and administering the operations of LACERA under policy
guidance and direction from the Board and the Board of Retirement. The CEO exercises administrative
oversight of the CIO, excluding investment decisions delegated to the CIO. The Board provides input to
the CEQ in the CEQ’s oversight of the CIO.

Chief Investment Officer and Investment Staff

The CIO and staff assist the Board in performing its fiduciary duty. The internal investment staff reports
to the CIO, who in turn reports to the CEOQ, with the input of the Board. The CIO, with the assistance of
staff, has the responsibility and authority to assist the Board in establishing investment and administrative
policies. The CIO and staff are responsible for implementing the policies and programs established by the
Board. The CIO has primary responsibility for the implementation of the Board’s investment decisions.
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The CIO and staff manage the portfolio according to the Board’s policies, advise and inform the Board
about investments, assist with development and review of investment policies and procedures, oversee
operational aspects of the Fund, report on the progress of the Fund in meeting its investment objectives, and
monitor and report to the Board on the performance of the Fund relative to the appropriate benchmarks.
The Board has delegated specific investment authority and responsibility directly to the ClO as described
inthe Appendix. The ClO is authorized to interact with and communicate directly with the Board regarding
all investment-related matters. The CEO does not have any authority over any and all investment decisions
that are delegated to the CIO.

Chief Counsel and Legal Staff

The Office of Chief Counsel and legal staff (Legal Counsel) are primarily responsible for legal issues
concerning the investment program and advise the Board, CEO, CIO, and staff on investment-related legal
matters. Legal Counsel advises the Board in performing its fiduciary responsibility. In addition to reliance
upon internal resources for such matters, the Chief Counsel or designee within the Legal Office may retain
external legal counsel, when deemed necessary and appropriate, to advise staff, negotiate and prepare
contracts on investment-related matters and individual transactions, and provide other investment legal
advice to protect LACERA's interests, including its status as a tax-exempt government plan.

Third Party Service Providers

LACERA may engage external service providers, as described below, to implement its investment program.
All service providers, unless otherwise not applicable, are expected to serve as fiduciaries to the Fund in
fulfilling their contracted services. Third party service providers must refrain from gift-giving or other efforts
that may jeopardize the impartiality, or appearance thereof, of LACERA’s Board and staff.

Investment Consultants

Aninvestment consultant works for the Board in the oversight and implementation of investment objectives.
In meeting the Board’s objectives, investment consultants may work with staff and investment managers. The
Board’s general investment consultant provides advice and recommendations to the Board or Committee
regarding LACERA’s strategic objectives, risks, oversight, and implementation of investment objectives.
Investment consultants, both general and specialized, provide advice and recommendations regarding
strategic asset allocation, portfolio implementation, and oversight of the Fund to the Board, CIO, and staff.
Investment consultants report to the Board or the Committee, as directed, and serve as an independent
resource accountable to the Board. Investment consultants have a fiduciary duty to LACERA and must
report economic interests and conflicts in accordance with California law and LACERA policy, including
the Code of Ethical Conduct and filing of Form 700s.

Custodian Bank

The Custodian Bank (“Bank”) serves as a fiduciary in the safekeeping of Fund assets. The Bank is responsible
for maintaining the Fund’s official accounting book of record, including the ongoing pricing and valuation
of all assets, collection of income generated by those assets, any corporate action notification, and
performance calculation. The Bank cooperates with and provides assistance to staff and investment
managers in the reconciliation process. LACERA may opt to designate other duties to the Bank as stipulated
in the professional services agreement. LACERA’s investment office works with LACERA’s accounting
division to manage the custodial relationship.
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Investment Managers

Investment managers are selected by the Board and, subject to the terms and conditions of this IPS, serve
LACERA through contracts that specify investment guidelines, administrative requirements, responsibilities,
investment fees, and performance expectations for management of each mandate. Investment managers
provide reporting to LACERA on the performance of specific investment mandates in adherence to
established guidelines and agreements. Staff and consultants synthesize investment managers’ performance
for presentation to the Board in accordance with established performance monitoring and oversight
procedures. Investment managers should accept a fiduciary duty to LACERA, must report economic
interests and conflicts in accordance with California law and LACERA policy, including the Code of Ethical
Conduct and filing of Form 700s, and enforce their own diversity, ethics, and sexual harassment policies.

Other Third Party Service Providers

Additional third party service providers may be retained, subject to the terms and conditions of LACERA’s
established policies and procedures, in order to perform other duties to assist in the administration of
the Fund.
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Appendix

A. Investment Tables

Table 1: Approved Asset Allocation

Target Allocation
Ao oy M anee | G Ston)
Growth 53 +/-8 51
Global Equity 32 +/-7 34
Private Equity 17 +3/-5 14
Non-Core Private Real Estate 4 +/-2 3
Credit 11 +/-3 11
Liquid Credit 4 +/-3 6
lliquid Credit 7 +/-3 5
Real Assets and Inflation Hedges 17 +/-3 17
Core Real Estate 6 +/-3 6
Natural Resources & Commodities 3 +/-2 4
Infrastructure 5 +1/-3 4
TIPS 3 +/-3 3
Risk Reduction and Mitigation 19 +/-6 21
Investment Grade Bonds 7 +/-6 13
Diversified Hedge Funds 6 +2/-4 5
Long-term Government Bonds 5 +/-5 2
Cash 1 +2/-1 1
Overlays and Hedges (0] 0
Cash Overlay 0 0
Currency Hedge (o} 0
TOTAL FUND 100.0 100.0
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Asset Class Benchmark
Growth Custom Blend
Global Equity MSCI ACWI IMI Net

Private Equity

MSCI ACWI IMI + 200 bps (3-Month lagged)

Non-Core Real Estate

NFI ODCE + 225 bps (3-Month lagged)

Credit Custom Blend
40% BBg Barc U.S. Corporate High Yield; 40% Credit
Liquid Credit Suisse Leveraged Loans; 10% JP Morgan EMBI GD; 5% JP
Morgan GBI-EM GD; 5% JP Morgan CEMBI BD
lliquid Credit Custom Liquid Credit Benchmark + 150 bps

(1-Month lagged)

Real Assets and Inflation Hedges

Custom Blend

Core Real Estate

NFI ODCE (3-Month lagged)

Natural Resources & Commodities

33% Bloomberg Commodity; 66% S&P Global
Natural Resources TR

Infrastructure

Dow Jones Brookfield Global Composite Infrastructure TR

TIPS

BBg Barc U.S. TIPS

Risk Reduction and Mitigation

Custom Blend

Investment Grade Bonds

BBg Barc U.S. Aggregate TR

Diversified Hedge Funds

FTSE 3-Month US Treasury Bill + 250 bps
(1-Month lagged)

Long-term Government Bonds

BBg Barc U.S. Long Treasury Bond

Cash FTSE 3-Month U.S. Treasury Bill
Overlays and Hedges N/A

Cash Overlay _

Currency Hedge _
TOTAL FUND Custom Blended Policy Benchmark
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INVESTMENT POLICY STATEMENT

B. Chief Investment Officer Delegated Authorities

The Board has delegated to the CIO the following authorities in accordance with Board-approved asset
class specific program parameters. CIO actions will be reported to Trustees consistent with the reporting
provisions below, or in a timely manner

Total Fund

General Authorities Authority to limit or freeze manager trading activity pending discussion and action by the
Board. Such actions shall be reported as an informational item as reasonably practicable to
the Board, and no later than the next scheduled meeting of the Board.

Authority to take actions not otherwise specifically delegated, in concurrence with the CEO
and the Chair of the Board, when deemed necessary in the best interest of the Fund and
when there is not enough time to take the action to the full Board. Such actions shall be
reported as an informational item as soon as reasonably practicable to the full Board, and no
later than the next scheduled meeting of the Board.

Authority to rebalance the Fund in order to raise cash for benefit payments, adjust investment
exposures, or pay operational expenses while adhering to investment policy targets.
Rebalancing may include increasing or decreasing all Board-approved mandates.

Authority to take actions as specified in LACERA’s Procurement Policy.

Approval Authority to approve temporary variances from asset-level program and investment manager
of Variances guidelines.

Contract Authority to sign, or delegate authority to sign, all investment-related contracts and
Authorities agreements necessary to implement Board-approved action. Thereafter, during the original

term, authority to sign all amendments and modifications with respect to such contracts
and agreements and make all decisions with respect to their day-to-day operation and
implementation where the investment mandate remains substantially unchanged. Upon
expiration of a contract or agreement for Board-approved mandates, an extension or
modification may only be made with Board approval or as outlined in LACERA’s Procurement
Policy.

Authority to approve reductions to investment manager fee schedules and service provider
costs.

Authority to negotiate and execute investment agreements that, in the judgment of the
CIO and Chief Counsel, provide adequate protection for LACERA’s interests, including an
appropriate standard of care on the part of each manager.
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INVESTMENT POLICY STATEMENT

Asset Class Specific

Private Equity Authority to approve the purchase or sale of any existing fund investment within the Private
Equity portfolio.

Authority to approve co-investments, secondary transactions, re-ups, and advisory board
seats.

Real Estate Authority to approve the purchase or sale of any existing fund investment within the Real
Estate portfolio.

Authority to authorize the formation, dissolution of, and designate officers for Title Holding
Companies.

Authority to approve co-investments, secondary transactions, re-ups, and advisory board

seats.
Real Assets Authority to approve the purchase or sale of any existing fund investment within the Real
(ex-Real Estate) Assets portfolio.

Authority to approve co-investments, secondary transactions, re-ups, and advisory board
seats.

Credit Authority to approve the purchase or sale of any existing fund investment within the Credit
portfolio.

Authority to approve co-investments, secondary transactions, re-ups, and advisory board
seats.

Hedge Funds Authority to approve the purchase or sale of any existing fund investment.
(Including Equity)
Authority to approve co-investments, secondary transactions, re-ups, and advisory board
seats.

Authority to terminate a hedge fund manager.

In the event the CIO is not available, and time is of the essence in making a decision, LACERA will
follow the Board-approved Crisis Response Plan. The Board will receive written notification of all
such actions.
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INVESTMENT POLICY STATEMENT

List of Attachments

Corporate Governance and Stewardship Principles
Responsible Contractor Policy

Emerging Manager Policy

Placement Agent Policy

Private Equity Privatization Policy

Procurement Policy for Investment-Related Services
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About LACERA

The Los Angeles County Employees Retirement Association (“LACERA") administers defined benefit retirement plans and
other post-employment benefits for employees of Los Angeles County and certain other districts.

The Los Angeles County Board of Supervisors established LACERA in 1937
under the terms of California’s County Employees Retirement Law. LACERA LACERA MISSION STATEMENT:
is governed by the California Constitution (Article XVI, Section 17), the We Produce, Protect, and Provide
California County Employees Retirement Act of 1937, and the California the Promised Benefits

Public Employees’ Pension Reform Act of 2013. Today, LACERA serves over

160,000 active and retired members.

LACERA’s mission is to “produce, protect, and provide the promised benefits” LACERA aims to fulfill its mission through
prudent investment and conservation of plan assets, in accordance with the Investment Beliefs that frame its Investment Policy
Statement and in consideration of actuarial analysis.

LACERA’s Board of Investments is responsible for establishing LACERA’s investment policy and objectives, as well as exercising
oversight of the investment management of the fund.
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CORPORATE GOVERNANCE AND STEWARDSHIP PRINCIPLES

Statement of Purpose

LACERA seeks to responsibly steward its investments in a manner that promotes and safeguards the economic interests of
LACERA and its members, consistent with LACERA’s mission to “produce, protect, and provide the promised benefits.’ LACERA
believes that robust investor rights, strong corporate governance practices and policies at the firms in which it invests, and
sound public policies governing financial markets help generate long-term economic performance. LACERA prudently
exercises its rights as an investor to support corporate governance practices and financial market policies that promote
sustainable, long-term value and enhance LACERA's ability to fulfill its mission.

The fundamental objective of LACERA's Corporate Governance and Stewardship Principles (the “Principles”) is to safequard and
promote the economic interests of the trust. The Principles identify LACERA's core principles of corporate governance and the
key stewardship strategies LACERA pursues to advance them. They are intended to further the Investment Beliefs that frame
LACERA's Investment Policy Statement by articulating LACERA's view on sound governance and broader environmental, social,
and governance (also known as“ESG”) issues.

LACERA seeks to exercise the legal rights it has as an investor and to steward its assets by applying these Principles. The
Principles guide LACERA's proxy votes, engagements with policymakers and portfolio companies, and collaboration with other
institutional investors when it shares common objectives (such as actively participating in investor associations). The Principles
help inform LACERA’s investment process, including the evaluation and monitoring of portfolio investments, consistent with
the rights and legal obligations of each asset. And the Principles outline the legal authority, roles, and responsibilities guiding
LACERA’s application of the Principles and initiatives.

In advocating practices in line with these Corporate Governance and Stewardship Principles, LACERA aims to maximize the
long-term value of plan holdings.
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CORPORATE GOVERNANCE AND STEWARDSHIP PRINCIPLES

Legal Authority

The LACERA Board of Investments has “the sole and exclusive fiduciary responsibility over the assets of” the system,
as provided by the California Constitution (Article XVI, Section 17(a)). LACERA exercises its legal rights on corporate
governance matters in furtherance of its fiduciary duty under Article XVI, Section 17 of the California Constitution,
the County Employees Retirement Law of 1937 (CERL), and other governing laws, regulations, and case authority. The
Board's fiduciary duty has two components:

A. Duty of Loyalty

Under the duty of loyalty, Board members have the sole and 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. (Article XVI, Section 17(a).) Board members shall 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. (CERL Section 31595(a).) The Board’s duty to participants and their beneficiaries
shall take precedence over any other duty. (Article XVI, Section 17(b).)

B. Duty of Prudence

Under the duty of prudence, Board members shall discharge their duties with respect to the system with the
care, skill, prudence, and diligence under the circumstances then prevailing that a prudent person actingina
like capacity and familiar with these matters would use in the conduct of an enterprise of a like character and
with like aims. (Article XVI, Section 17(c); CERL Section 31595(b).) “[T]he Board may, in its discretion, invest or
delegate the authority to invest, the assets of the fund through the purchase, holding, or sale of any form or
type of investment, financial instrument, or financial transaction when prudent in the informed opinion of
the Board.” (CERL Section 31595.) Further, the Board “[s]hall diversify the investments of the system so as to
minimize risk of loss and to maximize the rate of return, unless under the circumstances it is clearly prudent
not to do so.” (CERL Section 31595(c).)

The fiduciary obligations of prudence and loyalty to plan participants and beneficiaries compel and guide LACERA's
corporate governance activities and consideration of financially material environmental, social, and governance factors
in its investment process. LACERA's fiduciary duties extend to, but are not limited to, prudently managing its proxy votes,
vigilantly monitoring and diligently mitigating risks to the value of its investments, and judiciously determining action
in order to assist in the effective administration of the fund and promote the interest of members and their beneficiaries.
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CORPORATE GOVERNANCE AND STEWARDSHIP PRINCIPLES

Stewardship Strategies

LACERA's corporate governance and stewardship efforts may include the following strategies:
A. Proxy Voting

Proxy votes are plan assets, have value, and should be managed in a manner consistent with fiduciary
duty and LACERA's interest in long-term value. LACERA exercises its voting rights for the exclusive benefit
of LACERA’s members and votes proxies in accordance with its Corporate Governance and Stewardship
Principles.

LACERA seeks to vote all proxies for which it has proxy voting authority. LACERA coordinates with its
custodian bank and investment service vendors to maximize its opportunities to responsibly cast proxy
votes in line with its fiduciary duty, while recognizing that administrative requirements and practices in
certain local markets may affect LACERA's ability to cast proxy votes, such as delayed notification of proxies
subsequent to vote deadlines and required powers of attorney in subcustodial chains. At meetings that
require share blocking, LACERA evaluates the economic value of casting a proxy vote compared to the
risk of limiting trading in the designated security and may opt to refrain from voting in order to preserve
LACERA's ability to act in its best economic interests.

LACERA participates in securities lending to earn incremental income, per LACERA’s Securities Lending
Program Policy. In securities lending, the legal rights accorded those shares, including proxy voting, are
transferred to the borrower of the securities during the period that the securities are on loan. As a result,
LACERA forfeits its right to vote proxies on loaned securities unless those shares have been recalled from
the borrower no later than the share’s record date.

B. Corporate Engagement

LACERA advocates its Investment Beliefs, Corporate Governance and Stewardship Principles, and mission
through dialogue and engagement strategies with portfolio companies and external asset managers,
which may include exercising legal rights associated with LACERA’s investments, such as sponsoring
shareowner resolutions.

C. Public Policy

LACERA represents its interests to policymakers, such as legislators, regulatory agencies, and standards-
setting agencies, in line with its Corporate Governance and Stewardship Principles.

D. Investor Collaboration

LACERA collaborates with other public pension funds, asset owners and asset managers, both informally
and formally through investor associations such as the Council of Institutional Investors, in order to
enhance LACERA's ability to achieve its objectives and advance its Corporate Governance and Stewardship
Principles.
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CORPORATE GOVERNANCE AND STEWARDSHIP PRINCIPLES

Principles

The Corporate Governance and Stewardship Principles are organized into five sections. Each section addresses common
corporate governance, proxy voting, and broader environmental, social, and governance (“ESG") issues relevant
to LACERA's investment portfolio and investment partners. The five sections address issues pertaining to boards of
directors, investor rights and capital structure, executive compensation and incentives, performance reporting, and
environmental and social factors.

The Corporate Governance and Stewardship Principles are guided by five core concepts that collectively provide a
framework by which LACERA aims to promote sustainable investment returns and responsible stewardship of fund
assets:

Accountability: Governance structures and practices should be designed to promote accountability to the
investors who provide the firm with capital. This extends to both board directors overseeing portfolio companies
on investors’behalf, and external managers entrusted with LACERA's capital. Accountability helps to ensure that
investments are managed in the best interests of investors.

Integrity: Integrity and trust are the cornerstone of financial markets and essential for economic stability. Core
investor rights and protections are crucial to promoting integrity in financial markets.

Aligned Interests: Compensation and incentives should align the interests of the managers of capital and
the investors who provide capital. This extends to senior executives at portfolio companies and external asset
managers managing capital on LACERA’s behalf.

Transparency: Firms should provide investors with clear, comprehensive, and timely disclosures about
fundamental elements of the firm’s business, financial activities, and performance.

Prudence: Firms should prudently identify, assess, and manage environmental and social factors that may
impact the firm’s ability to generate sustainable economic value.

Fiduciary duty guides LACERA’s Corporate Governance and Stewardship Principles. LACERA recognizes that sound
governance balances the rights of investors providing a firm with capital with the role and responsibility of portfolio
company boards to direct and manage the firm.

LACERA recognizes that the application of the Principles may vary depending on the specific terms, constraints, and
nature of LACERA's investments in different asset classes. In public markets where LACERA retains voting authority to
vote in line with these Principles, LACERA evaluates the financial impact of each issue presented on corporate proxies
and votes proxies for the exclusive benefit of plan participants and beneficiaries in all instances. LACERA may oppose
overly prescriptive or unduly burdensome measures proposed on corporate proxies, or resolutions that may otherwise
restrict a firm’s board of directors from acting in the best economic interests of investors.

LACERA also recognizes that the laws, regulations, and customs guiding corporate governance practices vary by market.
LACERA seeks to apply its Corporate Governance and Stewardship Principles in a universal and consistent manner, while
observing and taking into consideration — as applicable and appropriate — local laws, regulations, and customs.
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CORPORATE GOVERNANCE AND STEWARDSHIP PRINCIPLES

Directors

The board of directors drives the strategic direction and oversight of the firm and its management. LACERA relies
upon the directors of portfolio companies to exercise effective oversight and ensure that the firm is managed in
the best interests of investors. Directors should understand the firm’s long-term business strategy as well as risks
that may impact the firm’s value, and demonstrate a record of sound stewardship and performance. LACERA
advocates policies and practices that encourage directors to be accountable to investors. Accountability ensures
that a firm's operations and reporting are managed in the best interests of investors.

A.Independent Oversight

1. Board Independence: At least two-thirds of the board should be composed of independent directors
in order to oversee management on behalf of investors, promote accountability to investors, and avoid
potential conflicts of interest.

An independent director is defined as someone who has no material affiliation to the company, its chief
executive officer, chairperson, or other executive officers, other than the board seat.

Materiality is defined as any financial, personal, or other relationship that a reasonable person might
conclude could potentially influence one’s objectivity in a manner that would have a meaningful impact
on the individual’s ability to satisfy requisite fiduciary standards on behalf of investors. Directors may not
be considered independent if they, or a family member, are or have been an employee of the company
(or a subsidiary or affiliate thereof) in the last five years; have a 20 percent or greater economic interest in
the company; are or have been part of an interlocking director relationship with the CEO; receive direct
payments for professional services unrelated to their service as a director in excess of $10,000 per year; or
engage in any related party transaction in excess of $10,000 per year.

2. Board Leadership: The board should be chaired by an independent director.

3. Board Committees: Each board should establish an audit committee, a nominating and governance
committee, and a compensation committee, each composed exclusively of independent directors.

Deference generally should be afforded to boards in determining appropriate oversight structures, such
as the establishment and role of additional board committees. LACERA may support proposals to appoint
an additional board committee in limited circumstances where a firm’s performance, oversight structures,
and peer comparisons demonstrate that inadequate board consideration and focus has been accorded to
a compelling issue related to firm value.

LACERA may oppose or withhold support from non-independent board nominees or key board leadership
positions where the board or key committees lack adequate independence.

PAGE 6



CORPORATE GOVERNANCE AND STEWARDSHIP PRINCIPLES

B. Board Quality and Composition

1. Composition: The board should be composed of highly talented individuals who are best positioned to
oversee the company’s strategy for creating and sustaining value. Boards should give consideration to
ensuring that directors collectively possess a diverse set of relevant skills, competencies, and attributes
to exercise oversight on investors’ behalf, including expertise, geographic familiarity, and professional
backgrounds relevant to the company’s strategic objectives. The board should strive for a suitable mix
of tenures to ensure both institutional familiarity and fresh perspectives on the board, as a firm’s market
environment and business strategies evolve.

The board should establish and disclose policies and processes for ensuring that it identifies and
nominates suitable directors from a wide pool of candidates relevant to its business strategy, inclusive
of including, but not limited to, diverse gender, racial, and ethnic backgrounds, gender identities, sexual
orientations, and disability status. A diverse and inclusive board is better positioned to effectively
deliberate and oversee business strategy in investors'interests.

Firms should disclose how the board defines and reflects a relevant and diverse mix of skills and
backgrounds in its composition. In assessing board composition, LACERA generally expects to see a
compelling link between requisite skill sets and a firm'’s corporate strategy and a credible track record of
inclusivity, consistent with the diverse attributes and backgrounds defined above.

2. Board Size: The board should define and disclose in governance documents an appropriate size or
range of directors that ensures the board is composed of adequately diverse viewpoints and experience
to effectively oversee the firm’s business strategy, while not being so large as to diminish the board’s
operational effectiveness. Modifications to governing documents defining board size and structure
should be submitted for investor approval and not be proposed for the purpose of impeding a change in
firm control.

3. Excessive Commitments: Directors should have adequate time to dedicate to their board service, fulfill
their responsibilities, and represent investors’ interests. Accordingly, directors should not serve on more
than four public company boards. Currently serving chief executive officers should not serve on more
than three public boards (including their own).

4. Tenure and Age Restrictions: LACERA does not support arbitrary restrictions on director qualifications,
such as tenure limits or mandatory retirement ages. Such limitations may impede a firm from benefiting
from the expertise of an otherwise highly qualified director.

C. Director Selection and Elections

1. Annual Elections: Each director should be elected annually. Directors should not be elected by classes,
or to“staggered” terms.

2. Vote Standard for Director Elections: Director nominees in uncontested elections should be elected by
a majority of votes cast. In contested director elections, a plurality of votes should determine the election.
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3. Universal Proxy Card: In the event of a contested director election, investors should have the right to
select and vote for individual director nominees on a consolidated, or “universal,” proxy ballot, regardless
of whether the director nominee is put forward by management or a dissident investor.

4, Cumulative Voting: LACERA supports cumulative voting in director elections, in compliance with
California Government Code Section 6900.'

5. Proxy Access: Long-term investors who have held a significant ownership interest for a reasonable amount
of time should have the right to nominate alternative directors for consideration on a firm’s proxy, otherwise
known as “proxy access.” Proxy access procedures should have sound safeguards in place to ensure an
orderly nominating process and prevent proxy access from being used to effectuate a change in control.

6. Ability to Remove Directors: Investors should have the right to remove directors with or without cause,
in order to allow investors to take action when a director is not serving investors’ best interests.

D. Board Roles and Responsibilities

1. Governance Guidance: The board should develop, adopt, disclose, and periodically review clearly
defined governance guidelines that govern the board’s operations.

2. Resources: The board should have adequate resources and access to information to enable it to execute
its responsibilities and duties. Directors should be provided information in advance of meetings. Directors
should have full access to senior management and information concerning the firm's operations.
Directors should be familiar with a firm's operations independent of the chief executive officer and
senior management. Directors should have the authority and adequate budget to hire outside experts,
if necessary.

3. Independent Proceedings: Directors should work with the chief executive officer to establish board
agendas. Independent directors should meet at least annually without management or non-independent
directors’ participation.

4.Board Communication and Engagement: Firms should establish reasonable policies that permit
effective communication between investors and directors regarding business strategy and corporate
governance matters.

5. Management Succession Planning: The board should conduct a regular evaluation of the chief executive
officer and plan for business continuity, including establishing and disclosing a succession plan for the
chief executive officer and key senior executives.

! Section 6900. Cumulative Voting. “Government Body”” Whenever any government body is a shareholder of any corporation, and a resolution is
before the shareholders which will permit or authorize cumulative voting for directors, such government body shall vote its shares to permit or
authorize cumulative voting. As used in this section, the term “government body” means the state, and any office, department, division, bureau,
board, commission or agency thereof, and all counties, cities, districts, public authorities, public agencies and other political subdivisions or public
corporations in the state.
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6.Board Self-Evaluation and Refreshment: Boards should adopt and disclose a process for regular,
rigorous, and earnest self-assessment and evaluation. The evaluation process should be conducted under
the direction of independent directors and ensure candor, confidentiality, trust, and effective interaction
among directors. Board self-evaluation should be tailored to meet the firm's and board’s strategic
objectives and requirements. In order to promote long-term planning aligned with business needs, the
board’s self-evaluation process should assess the board’s size and operational effectiveness, identify
emerging business risks and relevant skills gaps among its composition, and prudently anticipate and
proactively plan for board vacancies and refreshment. It should appraise the alignment and adequacy of
director education and development, as well as the delineation of management and board powers, while
positioning the board to efficaciously exercise oversight in investors’interests.

7. Charitable and Political Contributions: Corporate charitable contributions may accrue direct and indirect
benefits to a firm and its investors, including goodwill in communities in which it operates and favorable tax
treatment. Charitable contributions should not be directed, eliminated, or otherwise restricted by investors.

The board should monitor, assess, and approve all charitable and political contributions (including trade
association contributions) made by the firm. Political and charitable contributions should be consistent
with the interests of the firm and its investors. The board should clearly define and approve the terms
and conditions by which corporate assets may be provided to charitable and political activities, including
developing and publicly disclosing guidelines for the approval of such contributions. The board should
disclose on an annual basis the amounts and recipients of all monetary and non-monetary contributions
made by the firm during the previous fiscal year, including any expenditures earmarked for political or
charitable activities that were provided to or through a third party.

8. Indemnification: Directors may be provided reasonableand limited protections,includingindemnification
and limited personal liability for damages resulting from violating duty of care, where the director is
found to have acted in good faith and in a manner the director believed to be in the best interests of the
firm. Reasonable limitations may ensure the board is positioned to recruit qualified directors.

E. Board Performance and Effectiveness

1. Performance Evaluation: The board’s performance, and that of individual directors, should be assessed
within the context of the board’s suitability for and track record of serving and protecting investors’
interests. LACERA may withhold support or oppose individual directors, members of a board committee,
or the entire board where the track record demonstrates directors’failure to serve investors’ best interests.
Director and board performance is evaluated in consideration of the following factors:

1.1. Stewardship and Risk Oversight: Directors should demonstrate a sound track record of stewardship
and risk oversight, including avoiding any material failures of governance, risk oversight, or fiduciary
responsibilities at the company. Risk is broadly understood to encompass financial, reputational, and
operational risks relevant to a firm's ability to generate sustainable financial returns. Material risks may
include, but are not limited to, internal controls related to legal compliance, cyber security, and data
privacy, as well as broader risks addressed throughout these Corporate Governance and Stewardship
Principles, such as risks associated with accounting practices, climate change, and human capital
management.
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1.2. Effective Oversight of Management: Directors should conduct effective oversight of management,
including avoiding any failure to replace management as appropriate.

1.3. Attendance: Each director should attend at least 75 percent of scheduled board meetings each year,
including attendance at assigned committees, absent a compelling, clearly disclosed justification.

1.4. Board Service: Directors’ track records and performance on other boards may be considered in
evaluating director nominees. In particular, a director’s failure to effectively exercise oversight on
other boards or any egregious actions that raise substantial doubt about the director’s ability to
fulfill a director’s obligations and serve the best interests of investors may prompt opposition to the
director’s nomination.

1.5. Ethics: Directors should demonstrate the utmost integrity and be free of any criminal wrongdoing,
breaches of fiduciary responsibilities, or questionable transactions with conflicts of interest.

1.6. Transparency in Reporting: Financial reports and material disclosures should be published in a
satisfactorily diligent and timely manner.

1.7. Investor Responsiveness: Directors should demonstrate accountability and responsiveness to investors.
Directors should not unilaterally amend a firm’s governing documents in a manner that materially
diminishes investor rights or otherwise adversely impacts investors without seeking investor approval.
Directors should not adopt a poison pill or make a material change to an existing poison pill without
submitting the plan for investor approval within the following 12 months. Directors should take reasonable
steps to implement resolutions approved within the previous 12 months by a majority of investors, within
the confines of legal and regulatory constraints. Directors should respond to tender offers where a majority
of shares have been tendered. There should be no record of abuse against minority investor interests.

2, Committee Performance: Each committee should demonstrably fulfill its core duties and the specific
responsibilities outlined in its committee charter. LACERA may oppose the committee chair or incumbent
directors who have served on committees that have failed to perform their duties in investors’best interests.
In cases where governance provisions, such as staggered board elections, impede LACERA from holding
designated directors accountable, LACERA may oppose board leadership or other incumbent directors.

Audit Committee members should ensure that non-audit fees are not excessive, no adverse opinion
has been rendered on the company’s audited financial statements, and the firm has not entered into an
inappropriate indemnification agreement that limits legal recourse against the external auditor.

Nominating and Governance Committee members should establish sound governance practices,
reasonable and timely responsiveness to investors on governance concerns, and effective board
nomination, evaluation, and refreshment practices.

Compensation Committee members should demonstrate a clear and proven track record of aligning
executive pay with the firm’s strategic objectives and performance, refrain from permitting problematic
pay practices, ensure clear disclosures of all key components of pay plan design and practices, and exhibit
reasonable and timely responsiveness to investors.

PAGE 10



CORPORATE GOVERNANCE AND STEWARDSHIP PRINCIPLES

3. Contested Director Elections: In assessing director nominees in contested elections, LACERA may
consider all relevant factors to identify and support the nominees best suited to enhance sustainable
firm value and serve investors’economic interests. Consideration may be given to the long-term financial
performance of the firm, its governance profile, and management’s track record; nominees’ proposed
strategies for value creation; the qualifications and suitability of director nominees, including their
alignment with LACERA's governance principles; and the dissidents’ ownership stake and history of
generating sustainable returns at other firms.

LACERA may support requests to reimburse dissident nominees for reasonable, incurred expenses when
dissident nominees have presented a compelling case and support for their nomination is warranted.
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Investor Rights and Capital Structure

Integrity and trust are the cornerstones of capital markets and essential for economic stability. Core investor
rights ensure fair and equitable treatment of investors and help instill investor confidence, thereby facilitating
capital formation and economic stability.

LACERA supports core rights and protections at portfolio companies and within financial market policies in
order to safeguard its investments and foster a stable investment climate within the broader financial markets
in which it invests. Financial rules and regulations should promote fair, orderly, and competitive markets and
provide for investor protections. Investor rights extend to key decisions that may fundamentally impact or
modify a firm'’s capital structure, such as share issuances, restructuring, and mergers and acquisitions.

A. Investor Rights

1. Rights Proportionate to Economic Interest: Investors should have voting rights proportionate to their
economic interests. Multiclass ownership structures may entrench certain investors and management,
insulating them from acting in the interests of all investors. LACERA therefore supports the principle of
“one share, one vote”

2.Voting Requirements and Procedures: Investors should have the right to act on fundamental corporate
matters by a simple majority of votes cast. Fundamental matters may include, but are not limited to,
amending a firm’s governing documents (such as its charter or bylaws) and effecting corporate
transactions, such as a merger or acquisition.

2.1 Simple Majority Voting: Companies should not adopt supermajority voting requirements except
when such provisions may protect outside or minority investors from unilateral action being taken by
an entity (or entities) with controlling interest or significant insider ownership.

2.2 Voting Procedures: Voting and tabulation of matters put before investors by proxy or otherwise
should be guided by transparent procedures, consistent application of rules, and fairness for all
eligible voters. Votes should be counted by an independent tabulator and kept confidential. Voting
results should be promptly disclosed once tabulation has been finalized.

2.3 Bundled Voting: Investors should be able to review and cast votes on unrelated matters as separate
and distinct ballot items. Disparate matters should not be presented for investor consideration as a
“bundled” voting item. LACERA may oppose bundled proposals that combine supportable voting
items with matters that LACERA opposes.

2.4 Broker Non-Votes: Uninstructed broker votes and abstentions should be counted for quorum
purposes only.
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3. Annual Meetings

3.1 Quorum Requirements: Quorum requirements should promote that a broad range of investors are
represented at meetings. Quorum requirements should not be unduly low, in either absolute terms
or relative to the economic interest of a controlling investor or significant investor, in order to protect
investors from unrepresentative action being conducted.

3.2 Technology: Investors should have the right to attend an annual meeting of a firmin person. Any use of
technology, such as audiocasts or webcasts, should expand and enhance, and not restrict or otherwise
impede, investors’ ability to participate in an annual meeting, and should afford opportunities for
meeting participation equal to those afforded investors attending the meeting in person.

3.3 Resolutions: Investors with a reasonable ownership interest in a firm should have the right to put
forward a resolution for investors’ consideration and vote at the firm’s annual meeting.

3.4 Advance Notice Requirements: Investors should be able to submit items for formal consideration at
an annual meeting, such as proposals or director nominees, as close to the meeting date as reasonably
possible and within the broadest timeframe possible, recognizing the need to allow sufficient notice
for company, regulatory, and investor review.

3.5 Transaction of Other Business: LACERA generally opposes requests for advance approval by proxy
of undisclosed business items that may come before an investor meeting for consideration.

4, Special Meetings: Investors should be able to call a special meeting to take action on certain matters that
may occur between regularly scheduled annual meetings. The right to call a special meeting should require
aggregating a minimum of 10 percent ownership interest and be subject to reasonable terms and conditions.

5. Action by Written Consent: Investors should have the right to act by written consent on key governance
matters under reasonable terms and conditions.

6. Access to Research: Investors should have access to competitive, timely, and independent market,
investment, and proxy research services of their choosing. Market regulation should support and not
impede a competitive market of service providers.

7. Ownership Disclosure: Significant ownership interests above 5 percent should be disclosed.

8. Incorporation: A firm's country or state of incorporation may significantly impact the firm’s financial
health, competitive position, governance profile, and the legal rights afforded to investors, as defined
by the jurisdiction of incorporation. When selecting a jurisdiction for incorporation (such as in relation
to a merger or acquisition or a proposed reincorporation), firms should give due consideration to
competitively positioning the firm for financial success while also ensuring sound governance practices
and strong legal rights and protections for investors. LACERA may oppose proposals for reincorporation
where the business and financial rationale for reincorporation do not outweigh the detrimental impact
of a reincorporation on investor rights and governance provisions.
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9. Litigation Rights: Robustand viablelitigation rights enable investors to protect firm value, deter misconduct,
and seek recourse in the event of egregious corporate malfeasance or fraud. Corporations should not curtail
orotherwise diminish investors’prospective legal recourse through governance provisions, such as exclusive
forum designations for legal disputes, mandatory arbitration clauses, or “fee-shifting” provisions by which
an investor who unsuccessfully brings legal action must bear the entirety of the corporation’s legal costs.

B. Capital Structure

Finding the optimal mix of equity, long-term debt, and short-term financing is critical to driving economic
returns. A firm’s capital structure should support the generation of long-term, sustainable returns. The board
should determine and drive a firm’s capital structure, in coordination with senior management. Capital structure
should coordinate and balance multiple factors, including the firm's business profile, strategy, and opportunities
for growth; access to and cost of capital; and capital distributions such as the firm's dividend policy.

Investors should be able to vote on matters that may fundamentally modify orimpact a firm’s capital structure,
such as common share issuances, and mergers and acquisitions.

1. Share Issuances and Authorizations: Share issuances enable firms to raise funds for financing purposes.

1.1 Authorization of Common Shares Issuance: Requests to authorize capital orapprove share issuances
should specify the quantity of shares for which approval is sought. Requests should be evaluated upon
careful consideration of the individual details and merits of each request and according to LACERA's
economic interests. Firms should present a compelling purpose for the share issuance, demonstrate
a track record of responsibly using authorized shares in investors’ interests, and provide for rights
and restrictions attached to proposed equity that are aligned with investors’ interests. In evaluating
requests, the availability of preemptive rights and any risks of authorizing the share issuance, including
the dilutive impact of the request, may also be considered. Capital authorization terms should not
facilitate an anti-takeover device or otherwise adversely impact investors’ interests.

1.2 Preemptive Rights: Preemptive rights provide current investors the right to maintain a proportionate
interest in a firm by exercising a right to purchase shares proportionate to what they already own in any
new issuances of equity. Requests to create or abolish preemptive rights should consider the size of
the firm, the characteristics of its investor base, and the liquidity of its equity to ensure that preemptive
rights may be pragmatically exercised and do not impose an onerous restriction on capital raising.

1.3 Preferred Shares Authorization: Preferred shares, which provide distinct features such as fixed
dividend payments or seniority of claims relative to common shares, may be supportable when
the purpose of such issuance is in connection with a proposed transaction appearing on the same
ballot that merits support. Otherwise, requests for authorization are evaluated in consideration of the
request’s stated purpose, the firm's past use of authorized preferred shares, and an assessment of the
risk of authorizing the share issuance, including the dilutive impact of the request, and should not
create or increase shares that carry superior voting rights to common shares. Any conversion rights
should define reasonable conversion ratios and not result in excessive dilution of common shares.
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1.4 Blank Check Preferred Shares: Firms generally should not create classes of shares providing the board
with broad discretion to define voting, conversion, dividend distribution, and other rights, absent a
compelling rationale and clearly stated restrictions in line with investors' interests. The voting rights of
unissued shares should be presented for investor approval and not be subject to board discretion.

1.5 Blank Check Preferred Share Placements: Investor approval should be required for the placement
of preferred shares with any person or group for other than general corporate purposes to enable
investor review of the business purpose, prospective impact on dilution and voting positions, and any
adverse impact on existing investors.

1.6 Reverse Stock Split: Reverse stock splits, by which multiple shares are exchanged for a lesser amount
to increase share price, generally should be accompanied by a proportionate reduction in authorized
shares.

2. Debt Issuance and Borrowing Powers: Debt issuances and restructuring, amendments to a firm’s
aggregate limit on the board’s ability to borrow money, and other debt-related items should serve a
compelling and clearly articulated business purpose, be in line with and supportive of generating
sustainable and viable financial returns, and take into reasonable consideration any detrimental impact on
existing investors. LACERA evaluates debt-related proposals upon careful consideration of the individual
terms and merits of the request.

3. Capital Allocation and Income Distributions: A firm should allocate capital, including distribution of
income through dividends or share repurchases, in a disciplined and balanced manner that supports the
generation of long-term value.

3.1 Allocation of Income: Firms should provide adequate justification when seeking investor approval
for the allocation of income when the payout ratio appears unbalanced or unsustainable (either
inordinately low, such as below 30 percent, or excessive, given the firm’s financial position).

3.2 Stock (Scrip) Dividend Policy: Firms may provide investors the option to receive dividend payments
in the form of common equity in lieu of cash. Such provisions enable a firm to retain cash and may
strengthen the position and commitment of long-term investors. In all circumstances, firms should
provide a cash option, absent a compelling justification that such an option may be harmful to investors.

3.3 Share Repurchase Programs: Open market share repurchase plans should enable investors to
participate on equal terms and support balanced and disciplined capital allocation. Requests to
authorize share repurchases should have a defined and limited duration, incorporate clear and
reasonable terms and conditions, and generally not exceed 10 percent for market repurchases within
any single authority, absent a compelling rationale in line with investors’interests and market practice.

4, Mergers, Acquisitions, and Other Corporate Restructuring: Mergers and corporate restructuring
(including spin-offs, leveraged buyouts, and reorganizations) have major financial implications for

investors.
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4.1 Evaluation: LACERA carefully examines all relevant facts and circumstances of each proposal to determine
whether the proposal, inits entirety, is in LACERA's best interests. Assessment of each proposed transaction
takesinto account multiple factors. The valuation should be reasonable. Market reaction may be considered.
The strategic rationale and expected benefits should be sensible, with any projected synergies or financial
impact reasonably achievable. Management should have a favorable track record of successful integration
of acquisitions or business combinations. The negotiation and deal process should be fair and equitable.
There should be no conflicts of interest, such as factors enabling insiders to disproportionately benefit
from the proposed transaction. The resulting entity should observe sound corporate governance practices.
The risks of not completing the transaction or corporate restructuring may be considered. Sufficient
information should be provided to enable investors to make an informed decision.

4.2 Appraisal Rights: Investors should be afforded appraisal rights by which they may seek a judicial
review of the terms of certain corporate transactions in order to determine fair market value.

5. Anti-Takeover Measures: Investors should be afforded the reasonable opportunity to deliberate and
decide on the merits of takeover bids and acquisitions. Practices and provisions, including corporate
bylaws, charters, laws, and statutes, that may impede or deter a corporate transaction that is otherwise
in investors' interests, may take a variety of forms and generally should be submitted for investor review
and approval.

5.1 Poison Pills: The board should not enact or amend a poison pill without investor approval. LACERA
generally supports the redemption of existing poison pills, except in unique circumstances where
a carefully designed, short-term plan may enable a firm to negotiate more favorable terms with a
potential bidder. Such plans should require a minimum 20 percent ownership threshold to trigger,
provide for limited and reasonable duration, exclude provisions by which only continuing directors
may remove the pill, and otherwise provide adequate investor protections so that the plan will not
unduly impede a bid that is otherwise in investors’ interests.

5.2 Net Operating Loss (NOL) Protective Amendments: Protective amendments with the stated
purpose of preserving a company’s net operating losses for a tax benefit, such as under the terms
of Section 382 of the Internal Revenue Code, should balance the anticipated benefit to investors
of preserving the tax value and the risk of potential abuse of such provisions as an anti-takeover
measure. Because NOL protective amendments may serve as a poison pill, the board should submit
related items for investor review and approval. Such provisions should only be used under limited,
clearly justified circumstances and include adequate protections, such as an appropriate ownership
threshold and clearly defined and reasonable duration limits.

5.3 Greenmail: Greenmail, by which a firm repurchases shares of a potential acquirer at an above-market
price to deter a takeover, should be prohibited.

5.4 Other Anti-Takeover Measures: LACERA generally opposes provisions that impose onerous restrictions
or impediments on prospectively beneficial takeover bids, taking into account the specific terms and
circumstances of such provisions to determine the provision’s alignment with LACERA's economic interests.
LACERA supports firms opting out of related anti-takeover laws and statutes, where legally permitted.
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Fair price provisions that require an investor seeking to purchase control of a firm to pay a defined fair
price should not impose onerous requirements that may deter a competitive bid from being considered
by investors.

Firms should opt out of control share acquisition statutes that void the voting rights of an investor
surpassing certain ownership thresholds; control share cash-out provisions requiring an investor
above a specified ownership threshold to purchase shares from remaining investors at the highest
acquiring price if remaining investors exercise their right to sell their shares; and freeze-out provisions
requiring an investor who meets a defined ownership threshold to wait a specified period of time
before gaining control of the firm.

Disgorgement provisions, by which an investor who acquires ownership interest above a specified
threshold must pay the firm any profits realized from the sale of the firm’s equity purchased within a
defined time period prior to exceeding the defined ownership threshold, should be avoided.

Firms should not provide designated investors (such as the government of a related, formerly state-
owned enterprise) “golden shares” that provide for exceptional veto power or voting rights regarding
specific corporate proposals.

6. Related-Party Transactions: Investors should have the right to approve significant related-party
transactions. Investor approval helps to protect investors against self-dealing. Firms should provide clear
information regarding such transactions — including all fees, a compelling rationale for the service or
services provided, and the assessment of independent directors and an independent financial advisor of
the transactions — in order to permit an informed assessment of prospective conflicts of interest.
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Compensation and Incentives

Compensation and incentives should align the interests of senior executives and investors. Executive
compensation and incentives serve a critical role in recruiting, motivating, and retaining talent. Pay plan design,
structure, and goals should be fundamentally derived from and relevant to a firm’s core business objectives and
collectively promote sustainable value creation. Accordingly, pay and incentives should incentivize and reward
executives for the achievement of outstanding performance, while encompassing prudent risk mitigation and
taking care to avoid excessive risks that may be detrimental to the firm’s long-term financial returns.

Boards should determine core components of executive pay design, including target pay levels and incentives.
Boards oversee compensation paid to senior executives, award bonuses, and establish incentive plans that
may include equity and performance-based grants and awards. The board may also review and approve
supplemental compensation plans for firm employees, including employee equity and retirement plans.
Firms should provide investors with transparent, clear, and comprehensive disclosure of senior executives’
total compensation package. This includes disclosure of salary, short and long-term incentive compensation,
and all benefits and perquisites. Selected performance metrics and targets upon which compensation is
contingent should be provided in a plain and clear format.

A. Advisory Vote on Executive Compensation

Executive compensation design and practices should be submitted for investor review and non-binding
approval on an annual basis (also known as “say on pay”). Advisory votes should consider the firm's pay
design and practices as a whole, taking into account the alignment of executive pay with long-term
firm performance, the absence of significant problematic pay practices and excessive risk in targets and
reward incentives, and the clarity of the firm’s pay disclosures.

B. Compensation Plan Design

Executive compensation and practices should link pay to firm performance. Compensation should be
commensurate with the firm’s long-term performance, appropriately aligned with firms with which the
firm competes for executive talent (such as industry peers and firms of comparable size and profile), and
properly consider the firm's long-term outlook for generating sustainable returns.

1. Performance Criteria: Incentive compensation should incorporate clearly defined, rigorous, and
disclosed performance criteria upon which incentive pay is contingent. Performance metrics, targets,
and hurdles should be consistent with and promote the firm’s strategy for generating sustainable value,
including key financial and operating objectives, and effective management of relevant business risks.

2. Peer Benchmarking: Peer groups used to benchmark compensation should be clearly disclosed and
relevant to the firm’s business profile and size.
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3. Compensation Consultants: Compensation consultants providing strategy, design, and implementation
services related to executive compensation to the board’s compensation committees should be at the
exclusive hire and service of the committee, unquestionably independent, and clearly disclosed.

4, EquityOwnership, Retention,and Holding Requirements: Equity ownershipamongseniorexecutives
may strengthen the alignment of interests between executives and investors and promote prudent risk
mitigation, and should be encouraged. Equity ownership guidelines providing that executives should
maintain reasonable equity in the firm, requirements for executives to retain a meaningful portion of
equity acquired through compensation plans, and equity grant holding requirements should strike
an appropriate balance to promote equity ownership while avoiding overly restrictive or onerous
provisions that may undermine talent motivation and retention to the detriment of investors’interests.

5. Prearranged Trading Plans: Prearranged trading plans, as provided under Securities and Exchange
Commission Rule 10b5-1, define parameters for executives’ predetermined securities transactions
in advance of an executive becoming aware of material non-public information regarding the firm's
securities and are intended to mitigate the risks of insider trading. The adoption, amendment, or
termination of prearranged trading plans for senior executives should be governed by the board,
promptly disclosed, and provide for timely disclosure of transactions made pursuant to the plan’s
provisions.

6. Hedging and Speculative Transactions: Senior executives should be prohibited from engaging in
derivative or speculative transactions involving equity of the firm, including hedging, holding equity in
a margin account, or pledging equity as collateral for a loan.

7. Internal Pay Disparity: Executive compensation should be considered in the context of how a firm
compensates its employees, including in relation to industry peers. Firms should disclose the ratio of
the chief executive officer’s total pay to that of the average firm employee.

8. Restrictions: Executive pay should not be subject to arbitrary restrictions or limitations on the
magnitude or form of compensation, such as linking executive pay to average employee compensation.
Arbitrary limits and restrictions may undermine a firm’s ability to attract and retain competent talent
and create a competitive disadvantage for the firm.

9. Recoupment Policies: Firms should adopt and disclose rigorous policies defining the terms and
conditions by which incentive compensation may be recouped, in order to align pay with performance,
promote accurate financial reporting, and deter misconduct. Robust clawback policies should
enable the board to review and recoup senior executive incentive compensation in the event that
compensation was calculated using inaccurate financial reports, or in the event of fraud or misconduct.
Application of the recoupment policy should be reasonably disclosed.

10. Perquisites: Firms should refrain from providing executives with extraordinary or excessive perquisites
that are not linked to firm performance, incongruent with prevailing best practices, and unjustified to
adequately attract and retain executive talent. Corporate assets should not be unduly expended on
personal expenses that are unrelated to an executive’s employment and that extend beyond those
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widely offered to a firm's employees. Firms should avoid, or otherwise adequately and cogently justify,
paying an executive’s personal income tax obligations (including excise tax gross-up’s), personal use of
corporate aircraft, and extensive personal and home security payments.

C. Equity Plans

Equity plans should motivate plan participants to focus on long-term firm value and returns, encourage
equity ownership, and advance the principle of aligning employee interests with those of investors.

Firms should submit equity plans for investor approval. Equity plans should be reviewed taking into
account plan features, impact on equity dilution, and prospects to align pay with performance.

1. Performance-Based: Equity plans should define robust and appropriate performance requirements
by which equity may be granted that are aligned with and justifiable by the firm’s business strategy and
strategic objectives. Such provisions may include terms and performance criteria permitting a plan to
qualify for favorable tax treatment.

2.Track Record: The firm should demonstrate a history of responsibly linking equity awards to
performance and avoiding grants of excessive awards.

3. Impact: The total cost and potential dilution of the plan should be reasonable.

4. Repricing: Equity granted under the terms of the plan, such as share options and stock appreciation
rights, should not be repriced without investor approval, as repricing may sever the link between pay
and performance. Requests to reprice underwater options should clearly define and compellingly justify
the rationale and intent, timing, defined participants, and terms, such as a value-for-value exchange,
exercise price, and vesting requirements.

D. Employee Equity Programs

1. Employee Stock Purchase Plans: Employee stock purchase plans encourage firm employees to acquire
an ownership stake in the firms for which they work by providing employees the right to purchase the
firm's equity at a set price within a certain period of time. Employee stock purchase plans should define
reasonable terms, such as designating exercise prices at no lower than 85 percent of fair market value,
fixing a justifiable offering period, and limiting voting power dilution to less than 10 percent.

2. Employee Stock Ownership Plans: Employee stock ownership plans (ESOPs) enable employees to
accumulate firm equity. ESOPs should balance encouraging employee equity ownership while avoiding
harm to existing investors. Shares allocated to ESOPs should not be excessive (generally no more than
5 percent of outstanding shares).
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E. Severance and Retirement Arrangements

Severance payments to executives in the event of an employment termination, separation, or change in
firm control should be justifiable by the executive's performance, serve the long-term interests of the firm
and its investors, and not be excessive.

1. Parachutes: Firms should submit for investor approval arrangements to provide executives with
extraordinary severance payments in certain circumstances, such as a change in firm control. Extraordinary
payments may be assessed in relation to market and peer practice and should not exceed payments greater
than three times base salary and bonus. Severance payments should not be so attractive as to influence
merger agreements that may not be in the best interests of investors and should have triggering mechanisms
beyond the control of senior executives. Any payments in the event of a change in control should be“double
triggered,’i.e,, contingent upon both an actual change in control and an employment separation related to
the change-in-control event. Unvested equity should not accelerate upon the change in control. Payments
should not trigger, and firms should not commit to paying, executives’excise taxes (“gross ups”). A changein
control should not be contingent upon investor approval of executives’ severance payments.

2, Supplemental Executive Retirement Plans: Retirement plans that provide extraordinary retirement
benefits exclusive to executives should be presented for investor approval and avoid excessive payouts,
such as excluding all incentive or bonus pay from covered compensation calculations.

3. Golden Coffins: Firms should refrain from providing extraordinary compensation upon an executive’s death.
Firms should submit for investor approval agreements and policies that oblige the firm to make payments or
awards following the death of a senior executive, including unearned salary or bonuses, accelerated vesting
or continuation in force of unvested equity grants, and other extraordinary payments or awards.

F. Director Compensation

Firms should disclose the philosophy and process used for determining compensation paid to directors
serving on the board and the value of all elements of director compensation.

1. Structure and Design of Director Compensation: Directors may be compensated in both cash and
equity. Fees and compensation paid to directors should be appropriate relevant to market norms,
the firm’s industry, and its financial performance. Equity should not constitute the entirety of director
compensation, as this may undermine directors’ incentive to monitor and exercise oversight of long-
term risks to firm value.

2. Equity Ownership: Equity ownership by directors promotes the alignment of directors’ interests
with those of investors. Firms should adopt and disclose equity ownership guidelines to encourage
directors to acquire and hold a meaningful amount of equity in the firm. Equity ownership should
not, however, be a qualification for board service, as such restrictions may impede otherwise highly
qualified individuals from serving as directors.

3. Retirement Benefits: Retirement benefits for director service are improper, as such benefits may
impede objectivity and sever the alignment of interest between directors and investors.
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Performance Reporting

Financial markets work most efficiently when investors have timely, reliable, and comparable information
about material aspects of a firm's performance. Transparency of a firm's key financial and operating
performance is critical for investors to assess the firm's financial viability and prospects. Independent
verification of a firm’s financial disclosures promotes investor confidence.

LACERA supports clear and comprehensive disclosure of relevant financial and operating performance
indicators (including environmental, social, and governance matters) that may provide valuable information
for investors to assess a firm’s prospects for delivering sustainable value.

A.Financial Reports

Financial statements and auditor reports are essential in evaluating a firm's performance. Financial reports
should present clear, reliable, and comprehensive data and information. A firm’s overall performance
reporting framework should conform with, and place primary prominence on, established accounting
standards. Additional reporting measures that do not adhere to generally accepted accounting principles
(either GAAP or International Financial Reporting Standards/ IFRS, depending on the reporting market)
should be clearly explained and justified, and should supplement, as opposed to replace or otherwise
obfuscate, performance reporting that is consistent with established accounting standards.

When presenting financial reports for investor review, there should be no unresolved concerns about the
accounts presented or audit procedures, inadequate disclosures, or unresponsiveness regarding investor
or regulatory questions on specific items.

B. Fiscal Term

Firms should define an appropriate fiscal term. The fiscal term should not be altered for the purpose of
postponing an annual meeting.

C. Auditors

Firms should ensure independent, high-quality, and timely provision of audited financial statements by a
clearly disclosed external auditing firm.

1. Ratification: Auditors should be clearly disclosed and presented to investors for ratification. LACERA
takes into consideration the following factors when evaluating auditor ratification:

1.1.Independence: The external auditor should be objective and free of conflicts of interest in
providing auditing services. Accordingly, non-audit fees paid to an external auditor should not be
excessive. Specifically, non-audit fees should not exceed the total of audit and audit-related (such
as permissible tax) fees, and the auditing firm should have no financial interest or association with
the company.
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1.2. Quality: There should be no question as to the accuracy of the external auditor’s opinion, the
financial report’s indication of the company’s financial position, and the accurate application
of established accounting standards. There should be no aggressive accounting practices or
significant audit-related issues at the company, such as a history of restated financial results or
material weaknesses in internal controls.

1.3. Timeliness: There should be no unjustified delaysin the publication of audited financial statements.

. Rotation: Requests to rotate auditors should be evaluated in consideration of the audit firm's tenure,
any proposed length of rotation, the presence of significant audit-related issues at the company, the
extent to which the company periodically assesses audit pricing and quality, and the robustness of the
audit committee’s functions, such as the presence of financial experts and how often the committee
meets.

. Indemnification: To avoid any impairment of the external auditor’s objectivity and independence,
companies should not enter into engagement letters that indemnify or otherwise limit the external
auditor’s liability.
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Environmental and Social Factors

Environmental and social factors — such as management of human capital, access to natural resources, and
environmental risks — may shape and impact a firm’s ability to generate and sustain value. Firms should
identify and prudently manage social and environmental factors relevant to the firm’s business strategy,
industry, and geographic markets. Social and environmental factors may present opportunities to drive value
or risks to a firm’s strategic objectives.

Firms should ensure diligent board oversight and provide reasonable disclosures of relevant environmental
and social factors and how they are managed. Reporting enables investors to make informed investment
decisions when evaluating companies and the long-term viability and sustainability of their business practices.

In addition to identifying, evaluating, and mitigating the risks presented by social and environmental factors,
firms should carefully consider the impact of their business activities. Promotion, adoption, and effective
implementation of guidelines for the responsible conduct of business and business relationships are consistent
with the fiduciary responsibility of protecting long-term investment interests.

A. Social Factors

1. Human Capital Management: Effective management of human capital — including the development,
incentives, and retention of the firm’s workforce — is key to accomplishing a firm's strategic objectives.
Companies should identify, ensure board oversight, and disclose information about significant human
capital value drivers that are related to the firm's ability to create and protect firm value. Central to
effective human capital management is the assurance of equal employment opportunity, including non-
bias in compensation and employment terms, and a workplace free of harassment in all forms.

2. Human Rights Risk: Firms should mitigate the risks of human rights abuses in global operations and
supply chains by adopting robust human rights policies and ensuring effective internal controls to
monitor compliance with stated human rights standards.

B. Environmental Factors

1. Natural Resource Stewardship: Firms should give consideration to efficient, sustainable use and
stewardship of natural resources, such as energy and water, to enhance operational efficiency and
safeguard firm value from the risks of resource scarcity.

2. Environmental Risk: Firms should ensure reasonable oversight mechanisms and mitigation of
environmental risks, such as hazardous waste disposal and pollution, to mitigate prospective legal,
regulatory, and operational risks to firm value.

3. Climate Risk: Climate change may present financial, operational, and regulatory risks to a firm’s ability to
generate sustainable value, as well as to the broader economy. Firms should assess and disclose material
climate-related risks and sufficient, non-proprietary information to enable investors to prudently and
adequately evaluate the prospective impact of climate risk on firm value.
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Responsibilities and Delegations

A.The Board of Investments:

(i.) Approves and promulgates policies addressing environmental, social, and governance issues, such as
corporate governance and proxy voting matters and including but not limited to the Corporate Governance
and Stewardship Principles, as recommended by the Corporate Governance Committee of the Board.

(ii.) Receives periodic reports concerning the program’s progress and priorities from the Corporate
Governance Committee.

(iii.) Approves LACERA representatives for nomination to governing bodies of the corporate governance
associations to which LACERA is affiliated, as recommended by the Corporate Governance Committee.

(iv.) Approves procedures to comply with legislated or other mandated divestment or investment exclusions,
such as LACERA's Guidelines for Evaluating ESG-Related Divestments (Appendix), as developed and
recommended by the Corporate Governance Committee.

B. The Corporate Governance Committee of the Board of Investments:

(i.) Recommends the Corporate Governance and Stewardship Principles and other items concerning
environmental, social, and governance matters to the Board of Investments for consideration and
approval.

(ii.) Exercises oversight and monitoring of the corporate governance program, including reviewing program
priorities and progress.

(iii.) Reviews reports regarding proxy voting results and trends and develops recommendations for Board
approval for any policy recommendations, as appropriate.

(iv.) Reviews and ensures alignment of strategic initiatives with the Corporate Governance and Stewardship Principles.
(v.) Provides periodic reports on the program to the Board of Investments.

(vi.) Delegates authority to the Committee Chair to determine LACERA's action on time-sensitive, investment-
or financial market-related legislative or regulatory matters that are not adequately addressed in the
Corporate Governance and Stewardship Principles or joint investor engagements affiliated with investor
associations to which LACERA has formally affiliated.

(vii.) Recommends for Board of Investment approval, LACERA representatives for nomination to governing
bodies of the corporate governance associations to which LACERA is affiliated. In event the Committee is
not scheduled to meet or lacks adequate time to recommend a nomination to the Board prior to a formal
deadline, the Committee delegates authority to the Committee Chair to recommend consideration of
the nomination by the Board.
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(viii.) Recommends for Board of Investment approval, time-permitting, LACERA’s votes in support or
opposition of candidates listed on a formal member ballot and nominated to a governing board of an
investor association to which LACERA has formally affiliated. In event the Committee is not scheduled
to meet or lacks adequate time to agendize under the Brown Act an informed recommendation to the
Board for vote determinations prior to a formal deadline, the Committee delegates authority to the
Committee Chair to recommend consideration by the Board, time-permitting, of the votes in support
or opposition of board candidates. In time-sensitive circumstances where vote deadlines do not permit
such vote considerations by the Committee or the Board, the Committee delegates authority to the
Committee Chair to consult with staff per Section V(C)(vi.) below on votes.

C. Staff

(i.) Develops and recommends Corporate Governance and Stewardship Principles and related policies for
review and consideration by the Corporate Governance Committee.

(ii.) Executes proxy votes in adherence to the Corporate Governance and Stewardship Principles. Staff consults
with and seeks the input of the Chief Investment Officer and Chief Counsel, when applicable, to apply
the Corporate Governance and Stewardship Principles, and the spirit thereof, to unique or new proxy
voting items in their best judgment and interpretation of the Corporate Governance and Stewardship
Principles. Staff recalls shares of loaned securities when doing so is in LACERA’s economic interests, such
as at portfolio companies where LACERA has sponsored a shareowner proposal.

(iii.) Communicates and represents the Corporate Governance and Stewardship Principles in dialogues and
communication with portfolio companies, external asset managers and investment partners, other
investors and stakeholders, related conferences, and other interested parties.

(iv.) Presents any strategic plans for engagement to the Corporate Governance Committee, per the
Committee’s review and oversight, to promote alignment with Board-approved Corporate Governance
and Stewardship Principles. In the event of time-sensitive strategic initiatives, staff consults with the
Chair of the Committee, who determines action or recommends consideration of the matter by the
Committee or Board, time-permitting.

(v.) Represents the Corporate Governance and Stewardship Principles in written communication to legislators
and regulatory agencies, in consultation with the Chief Executive Officer, Chief Investment Officer, and
Chief Counsel. Staff may participate in joint investor written communications that are organized as part
of formal investor associations to which LACERA has formally affiliated. In event that a time-sensitive,
investment- or financial market policy-related legislative or regulatory matter arises that is not adequately
considered by the Corporate Governance and Stewardship Principles or being addressed by an investor
association to which LACERA is affiliated, staff consults with the Chair of the Committee, who determines
whether to approve action or recommend consideration of the matter by the Board, time-permitting.
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(vi.) Represents LACERA and its Corporate Governance and Stewardship Principles at investor associations,
including managing membership surveys, business meeting votes (other than selecting which
candidates to a governing board to support or oppose), and other operational interactions, in adherence
to the Corporate Governance and Stewardship Principles and the spirit thereof, in its best judgment
and interpretation. In event that a time-sensitive vote arises on a unique item or an issue that is not
adequately considered by the Corporate Governance and Stewardship Principles, as well as for governance-
related investor associations’ formal business meeting ballot items pertaining to support or opposition
of candidates to a governing board, and time constraints prohibit such items from being presented to
the Committee or Board for consideration, staff may determine a vote in consultation with the Chair of
the Committee.

Policy Review and Reaffirmation

LACERA reviews and reaffirms this Policy at least every three years in order to ensure its alignment with LACERA's
mission and objectives and in light of evolving market practices on corporate governance; environmental, social, and
governance (“ESG”); and responsible investment matters.
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APPENDIX: Guidelines for Evaluating Prospective ESG-Related Divestments

As stated in LACERA's Investment Beliefs, “LACERA operates in a global financial marketplace, and as such, LACERA
believes that in order to diversify its risk broadly, it is vital that LACERA possess a global perspective. Diversification
across different risk factors is necessary for risk reduction.”

As a diversified, global investor, LACERA may periodically review its public markets investment exposures to certain
issues arising from environmental, social, or governance concerns. It is generally the preference of LACERA, in order to
promote diversification and minimize risk, to engage rather than divest investment holdings concerning risks to long-
term value. However, in order to address prospective divestment issues and identify LACERA’s exposure to exogenous
risks related to environmental, social, or governance issues and not addressed elsewhere in the Investment Policy
Statement, the following formal process has been adopted:

1. The issue will be directed to Committee for further direction to Staff.

2. If the Committee decides to review the issue, Staff will assess the potential economic and reputational
impact of the issue on LACERA.
a. Does the issue violate LACERA's Corporate Governance and Stewardship Principles?
b. Determine criteria for identification of investment(s).
c. Preliminary identification of the investment.
d. Preliminary estimate on size of the investment.
e. Seriousness of the issue/violation and whether it impacts the economics of the investment(s).
f. Consultation with LACERA's Chief Executive Officer, Chief Investment Officer, and legal counsel.

3. Staff will report its findings on the potential economic and reputational impact of the issue on LACERA to
the Committee.

4. The Committee may forward the issue and potential economic and reputational impact on LACERA to the
Board of Investments (Board) for further direction.

5.If the Board directs staff to continue the analysis, staff will calculate the anticipated resources involved in
analyzing the issue including, but not limited to:
a. Estimate of staff hours required for research and analysis.
b. Estimate of the resource impact on current staff initiatives and projects (for example the delay in an
RFP search).
c. Estimate of cost to obtain information (e.g.: company list) from external service provider.

6. Staff will report back to the Committee with its resource requirements analysis.
7. Committee may make recommendation to the Board to pursue additional analysis.

8. Upon receiving direction from the Board, Staff will contract with external data provider to identify
investment(s) impacted by the issue.
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9. Staff will identify investment exposures within the separate accounts of the public markets asset classes
(equities, fixed income and commodities).

10. Staff will contact external investment managers to solicit feedback from portfolio managers on reasoning
for the investment and potential return and risk trade-off of economic substitution.

11. Staff will present findings to the Board and any recommendation(s) as necessary. If further action is
warranted, such as engagement with companies, staff’s report to the Board will include the following:
a. An estimate of additional staff hours needed to execute engagement.
b. An estimate of the impact of diverting resources from current staff initiatives and projects (for example
the delay in an RFP search).
c. Cost of retaining external resources (3rd party consultant) to assist in the engagement process.
d. Feedback from portfolio managers on their investment in the company.
e. Discussion of criteria and terms for company engagement.

12.If further action, such as engagement, is recommended and approved by the Board, staff will seek to
engage with companies on the issue. Letters will be written to the company’s executive management
and their boards requesting responses within 60 days.

13. If company response is determined to be insufficient, staff will assess the need to place the company on
an economic substitution list*> and present recommendation(s) to the Board for approval. Included in the
recommendation(s) will be the following:

a. Updated company exposure within separate accounts of public markets asset classes.
b. Annual cost to procure company list.
c. Criteria by which company will be removed from the economic substitution list.

14. Staff will continuously monitor company status relative to criteria for removal from the economic
substitution list. Once criteria have been met, staff will recommend removal of the company to the Board.

15. Staff will provide an economic substitution list update to the Board annually which will include the
following:
a. All companies currently on the list.
b. Issue for which the company was placed on the list.
¢. Investment exposure within separate accounts of public markets asset classes.
d. Current status of mitigating factors.

2 Companies on the list will be covered by the following investment guideline policy language: “Investment managers should refrain from
purchasing securities on the economic substitution list when the same investment goals concerning risk, return, and diversification can be
achieved through the purchase of another security.”
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RESPONSIBLE CONTRACTOR POLICY

Purpose and Objective

The Los Angeles County Employees Retirement Association’s (LACERA) investment philosophy and strategy recognize
that careful consideration of financially relevant environmental, social, and governance (ESG) factors in the Fund’s
investment process may protect and enhance LACERA's risk-adjusted returns, as stated in the Fund'’s Investment Policy
Statement. LACERA's Corporate Governance and Stewardship Principles (Stewardship Principles) articulate LACERA's
position on key corporate governance and broader ESG factors that may impact the financial performance of LACERA's
portfolio holdings including, but not limited to:

= Effective legal and regulatory compliance

= Constructive human capital practices

= Inclusive and equitable management of diverse talent
*  Robust adherence to human rights standards

= Prudent natural resource stewardship

»  Careful mitigation of environmental risks and liabilities

LACERA seeks to steward its assets throughout its investment portfolio in a manner that promotes adherence to its
Stewardship Principles in furtherance of its mission, “to produce, protect, and provide the promised benefits!’ LACERA
encourages investment managers who manage capital on its behalf to enact effective and practical measures in their
investment processes and portfolio management that exemplify adherence to the principles referenced above.

In furtherance of its Investment Policy Statement and Stewardship Principles, LACERA has adopted this Responsible
Contractor Policy (Policy) to guide investment managers who manage real estate, infrastructure, and other real assets
investments on behalf of LACERA to select construction and operation services contractors that demonstrate practices
in line with LACERA's Stewardship Principles. LACERA expects investment managers to ensure effective practices and
internal controls are in place to select responsible contractors based upon their demonstrated ability to provide high
quality services as evidenced by experience, skill, reputation, responsiveness, fees, dependability, record of compliance
with applicable laws, regulations and statutes, and payment of fair compensation and benefits to employees.

By promoting responsible contracting, LACERA seeks to prudently optimize financial performance while mitigating
investment risks—including, but not limited to, compliance, legal, operational, and reputational liabilities—that may
be presented when business entities fail to meet responsible contracting standards.

Legal Authority and Fiduciary Duty

The LACERA Board of Investments has “the sole and exclusive fiduciary responsibility over the assets of” the
system, as provided by the California Constitution (Article XVI, Section 17(a)). LACERA exercises its legal rights in
defining responsible contracting provisions in furtherance of its fiduciary duty under Article XVI, Section 17 of
the California Constitution, the County Employees Retirement Law of 1937 (CERL), and other governing laws,
regulations, and case authority.

The Policy is guided in all aspects by LACERA’s fiduciary duties, including loyalty, care, skill, prudence, and
diligence, which require evaluation of expected investment returns and risk of loss.
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LACERA's assets are diligently and prudently invested and managed in accordance with the Fund’s fiduciary
duties in the sole interest of plan participants and their beneficiaries, and for the exclusive purpose of providing
benefits to its participants and their beneficiaries. LACERA seeks to have its real assets investments managed
and operated in a manner that is expected to prudently maximize the rate of return, while minimizing the risk
ofloss.LACERA's duties, and the duties of itsinvestment managers, to LACERA's participants and their beneficiaries
take precedence over any other duty.

Policy Application at Real Assets Investments

LACERA promotes prudent, responsible contracting provisions for construction and operation services
throughout its real assets investments. All investment managers who have been selected to manage LACERA’s
capital in real estate, infrastructure, and natural resources mandates should have in place effective policies,
procedures, and internal controls to ensure that contracting practices result in the selection of responsible
contractors that reflect the responsible contracting provisions outlined in this Policy.

LACERA recognizes that its control and influence on external investment managers varies by the degree of
ownershipitmaintainsininvestmentfunds managed onits behalf by externalinvestment managers. Accordingly,
LACERA has defined the application of the terms and provisions of this Policy as follows:

A. Controlled Investments: Where LACERA owns more than a 50 percent equity position either directly or
indirectly in areal estate, infrastructure, natural resources, or other real assets investment fund or partnership
(“Controlled Investments”), LACERA requires the investment manager to use their best efforts to comply
with the responsible contractor terms and provisions defined within this Policy when soliciting and selecting
contractors and subcontractors for construction and operation services.

At Controlled Investments, LACERA expects investment managers to apply this Policy to all contracts valued
at $100,000 or more. Contract value refers to the total project work to be contracted for, with desegregation
by trade or task. Desegregation designed to evade the requirements of this Policy is not permitted.

B. Non-Controlled Investments: Where LACERA does not have greater than 50 percent equity ownership
and/or control of a real estate, infrastructure, natural resources, or other real assets investment fund or
partnership (“Non-Controlled Investments”), LACERA strongly encourages its investment managers to
comply with the spirit and practice of responsible contracting, including—but not limited to—adhering to
the terms of this Policy and defining responsible contracting terms and policies of their own.

For the avoidance of any confusion, while LACERA encourages all real assets firms to practice responsible
contracting, the specific terms and requirements of this Policy do not apply to other real assets exposures in
LACERA's portfolio, including—but not limited to—publicly-listed REIT's, mezzanine debt, hybrid debt,
investments acquired through a secondaries fund acquisition transaction, and indirect, specialty, and mortgage
investments lacking equity features, and their respective investment managers.
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IV. Key Provisions of Responsible Contracting

A “Responsible Contractor,” as used in this Policy, is a contractor or subcontractor who: (1) has the appropriate
experience, skill, reputation, employee relations, responsiveness, fees, and dependability to perform the
required work, and (2) provides workers fair compensation and fair benefits for the required work as evidenced
by factors including—but not limited to—payroll and employee records, policies, and practices.

Responsible contracting practices include, but are not limited to, the following:

A.

Fair Wages and Benefits: In determining fair wages and fair benefits concerning a specific contract in a
specific market, items that may be considered include—but are not limited to—Ilocal wage practices, prevailing
wages, and labor market conditions. This Policy does not mandate a specific wage level or benefits, but instead
recognizes and considers that local market practices may vary across LACERA’s investment exposures. How
investment managers and their respective contractors evaluate what constitutes “fair wages”and “fair benefits”
should be informed by relevant market factors that include the nature and location of the project, comparable
job or trade classifications, and the scope and complexity of services provided. “Fair benefits” may include—
but are not limited to—employer-supported family health care coverage, pension benefits, employee safety
training, and apprenticeship training programs.

Legal Compliance: All contractors should demonstrate a compelling track record of compliance with all
applicable federal, state, and local laws, regulations, and ordinances, including (but not limited to) those
related to insurance, withholding taxes, minimum wage, health and safety, and environmental matters.
Responsible Contractors exclude any contractor who has been debarred—or whose principal has been
debarred—by a municipal, state, or federal government. Responsible Contractors also respect the right of
all workers to freedom of association in the workplace, as protected under local, state, and federal law, and
as recognized by the United Nations International Labor Organization (ILO) core labor standards.

Diversity, Equity, and Inclusion: As outlined in LACERA's Investment Policy Statement, LACERA values diversity,
equity, and inclusion, and believes that effectively accessing and managing diverse talent leads to improved
outcomes. LACERA considers diversity broadly, inclusive of—but not limited to—professional backgrounds,
age, experience, race, sexual orientation, gender, gender identity, disability status, military service, ethnicity,
national origin, and culture. LACERA expects real assets investment managers to ensure equal opportunity
and non-discrimination in contracting provisions for construction and operation services. Effective assurance
of equal opportunity and non-discrimination includes effective policies and practices to prohibit and deter
retaliation against any individual or entity who reports incidents of prospective non-compliance.

Competitive Bidding: Investment managers should ensure that all requests for proposals and invitations
to bid applicable contracts covered by this Policy are made in accordance with the terms of this Policy.
LACERA encourages adequate advance notice of bidding opportunities to promote competitive bidding, as
practical and appropriate. Investment managers and their associated property managers and contractors
should use reasonable methods to provide adequate notice to potential contractors of bidding opportunities
for contracted services. Adequate notification may include, but is not limited to, maintaining lists of eligible,
qualified Responsible Contractors for inclusion in the bidding process.
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Neutrality: Where there is a legitimate attempt by a labor organization to organize workers employed in
contracted construction, maintenance, operation, and services, LACERA encourages investment managers,
property managers, and contractors to maintain a position of neutrality. To remain “neutral” means not
taking any action or making any statement that will directly or indirectly state or imply any support for or
opposition to the selection by employees of a collective bargaining agent, or preference or opposition to
any particular union as a bargaining agent.

For the avoidance of any confusion, nothing in this Policy obligates or prohibits an investment manager,
property or asset manager, or contractor from entering into project labor agreements, labor peace or other
lawful agreements with a labor organization seeking to represent or that currently represents workers, or
take actions to address violations of applicable law.

It is also not the intent of this Policy to call for any involvement by investment managers, property or asset
managers, or contractors in resolving any jurisdiction disputes that may arise between or among building
trades and other labor organizations and unions.

V. Policy Implementation

A.

Notification: All current and prospective real assets investment managers shall be provided a copy of this
Policy (both at Controlled Investments and Non-Controlled Investments).

Contracts and Contract Renewals: All contracts and contract renewals at Controlled Investments entered
into after the effective date of this Policy shall incorporate expectations of adherence to all applicable provisions
of this Policy.

Investment Manager Administration and Reporting: All investment managers of Controlled Investments
are expected to communicate the terms and provisions of this Policy to property and asset managers and
ensure effective practices are in place to implement them. Investment managers of Controlled Investments
are further expected to collect, provide, and retain adequate data documenting their compliance with this
Policy on no less than an annual basis in reporting to LACERA in a format acceptable to and approved by
LACERA. Effective monitoring and enforcement by investment managers includes reasonable investigation
of allegations of non-compliance with the terms and provisions of the Policy, as well as cooperative and
timely communication with LACERA regarding the status of any such investigations.

Investment managers of Non-Controlled Investments are encouraged to report to LACERA on the administration,
monitoring,and compliance with the responsible contracting provisions and terms stated above and any responsible
contracting policies or provisions of their own, as well as to be responsive to any inquiries from LACERA related to
the same.

LACERA Monitoring: LACERA actively monitors all external investment managers, including those
managing Controlled Investments and Non-Controlled Investments. All investment managers should
demonstrate a compelling track record of adhering to responsible contracting practices. Any investment
decisions to renew, increase, or decrease allocations may be informed, in part, by the investment managers
track record of adherence to responsible contracting practices.
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LACERA's regular review of Controlled Investments includes an assessment of the investment manager’s
track record in adhering to the terms and provisions of this Policy. LACERA reviews reports from investment
managers of Controlled Investments regarding implementation and compliance with the terms and
provisions of this Policy and furnishes reports, including an annual publicly-available report on investment
manager compliance with the Policy, as part of LACERA’s overall compliance reporting practices to the
Board of Investments for its oversight.

LACERA's review of all investment managers (both Controlled Investments and Non-Controlled Investments)
focuses on the overall pattern of conduct and compliance and not particularly a single incident, depending
on the severity and impact of incidents of non-compliance.

Document History
Revised and restated July 13, 2022
Revised November 19, 2014
Reviewed November 20, 2013
Revised November 13,2012
Adopted December 11, 2002
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l. Introduction

LACERA’s mission is to “Produce, Protect, and Provide the Promised Benefit” for all its members. In order to achieve this
mission, LACERA has developed various policies to guide its investments. These policies are governed by the California
constitution and by various statutes, and embedded within the regulations are fundamental concepts of loyalty and prudence.
The duty of loyalty means that Board members and staff must act in the sole interest of LACERA’s members and beneficiaries;
the duty of prudence requires that we discharge our responsibilities with skill, care, and diligence—and that we diversify the
portfolio in order to minimize the risk of loss and maximize the expected rate of return.

The Emerging Manager Policy (“Policy”) furthers the investment beliefs, philosophy, and strategies outlined in LACERA’s
Investment Policy Statement (“IPS”), adheres in all respects to the Code of Ethical Conduct and the Conflict of Interest Code,
and complies with all applicable governing regulations.

LACERA values diversity and inclusion. These values permeate the entire LACERA portfolio and extend beyond the emerging
manager program. As stated in the IPS, LACERA believes that effectively accessing and managing diverse talent—inclusive
of varied backgrounds, age, experience, race, sexual orientation, gender, ethnicity, and culture—leads to improved outcomes.
LACERA expects all its external asset managers and third party providers to respect LACERA’s values of diversity and
inclusion and to reflect them in their own organizations.

Il. Purpose and Objective

The objective of LACERA’'s Emerging Manager Policy is to enhance the total Fund’s risk-adjusted return. The Policy seeks a
proper balance between the potential for higher returns available to select emerging managers, and the higher risks—both
investment-related and operational—associated with less established firms.

The Policy provides LACERA an opportunity to invest in promising investment management organizations early in their
development. Investing with managers that have fewer clients, smaller assets, or a short track record may provide LACERA
access to investment strategies that larger, more established managers might overlook. Smaller investment management
firms may generate attractive performance, net-of-fees, because of increased market flexibility associated with smaller asset
bases. In addition, first- or second-time funds may outperform later funds in private markets. Furthermore, investing early in
the lifecycle of select emerging managers may carry benefits that include lower fees (founder’s terms), future capacity rights,
and preferred economics such as a share of future revenues.

Counterbalancing the attractive returns from investing with emerging managers is a greater return dispersion and the
possibility of greater investment and operational risk—particularly in areas such as compliance, portfolio administration,
cybersecurity, business continuity, and succession planning.

Emerging managers are highly motivated to perform well for early investors because doing so can be crucial to their firm's

growth. As a result, institutional investors such as LACERA may have a greater alignment of interests with emerging managers
than with more established ones.
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lll. Emerging Manager Definition

Emerging investment managers are independent firms that have less substantial assets under management or may lack
a long-term investment performance record. LACERA is interested in emerging managers that have strong alignment of
interest with their investors and expects principals of the firm to hold a substantial majority of the ownership interest of the
company. Specific requirements for assets under management (“AUM”) and length of track record are tailored for each asset
class and updated for each mandate to take into account the composition of the manager universe prevailing at the time a
search is conducted.

Emerging managers are held to the same high performance standards that apply to all of LACERA’s external managers. In
addition, LACERA conducts an ongoing assessment of all external managers’ commitment to, adherence with, and track
record of accessing and retaining diverse and inclusive workforces. Emerging managers may include, but are not limited to,
investment managers that are owned by individuals of diverse backgrounds that have traditionally been underrepresented in
the financial services industry. More broadly, all else equal, LACERA prefers firms that are committed to and have established
a demonstrated track record of diversity and inclusion throughout the firm’s workforce, inclusive of investment professionals.

IV. Structure

LACERA may hire emerging managers either directly or by employing a fund-of-funds manager skilled at sourcing emerging
managers. Either type of mandate must adhere to LACERA’s defined procurement procedures and requires approval by the
Board of Investments. Investment strategies managed by emerging managers must be suitable for LACERA’s portfolio and fit
within the approved strategic asset allocation and asset class structure, as well as the portfolio’s risk and liquidity constraints.

For each asset class, LACERA conducts periodic structure reviews that incorporate specific criteria and recommended
allocation ranges for emerging managers (see “Attachment” for current BOIl-approved ranges). The structure reviews take
into consideration the opportunities and risks of the asset class and are conducted in consultation with LACERA’s applicable
investment consultants. The implementation of any emerging manager program must advance the principles, objectives, and
initiatives established within the asset class structure review.
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V. Graduation

Selected emerging managers will be reviewed in accordance with their respective asset class policies to determine if they
continue to meet the requirements of the emerging manager program or if they qualify for graduation from emerging status.
Graduation recommendations will be included in the biennial asset class structure reviews.

VI. Monitoring and Reporting

LACERA staff will monitor the emerging managers on an ongoing basis and report annually to the Board on potential issues,
performance, and significant developments.
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Attachment

Emerging Manager Allocation Ranges’

Minimum Maximum

Global Equities 0% 5%
Fixed Income 0% 4%
Real Estate 0% 20%
Private Equity 0% 7%
Hedge Funds? 0% 10%
Total Fund 0% 6%

Document History

Revised February 12, 2020
Revised August 8, 2016
Revised November 19, 2014
Revised November 20, 2013
Revised November 13, 2012
Revised October 31, 2012
Revised July 8, 2009
Revised March 11, 2009
Revised September 13, 2006
Adopted June 13, 2001

'"The allocation ranges shown are the most recent numbers approved by the BOI.

>The BOI approved a $200 million allocation in September of 2019, and $200 million is approximately 10% of the target Hedge Fund

allocation. PAGE 4
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PLACEMENT AGENT POLICY

Investment managers in both the public and private markets use placement agents to help them raise capital. The purpose of
this Policy is to bring transparency to placement agent activity in connection with LACERA’s investments and to help ensure
that all investment decisions are made solely on their merits and in a manner consistent with the fiduciary duties of LACERA’s
Board of Investments (the “Board”).

Prior to LACERA investing with any External Manager', investment staff shall obtain a written representation from the External
Manager, in a form acceptable to the Legal Office, stating that the External Manager has not used a Placement Agent? in
connection with LACERA’s investment (and that a Placement Agent will not receive compensation from the External Manager
if LACERA invests in the investment), or if the External Manager has used a Placement Agent (or if a Placement Agent will
receive compensation from the External Manager if LACERA invests in the investment), it will disclose the following in writing,
on a form prepared by staff:

The name of the Placement Agent and the relationship between the External Manager and the Placement Agent

A resume for each officer, partner, or principal of the Placement Agent detailing the individual’'s education, professional
designations, regulatory licenses, and investment and work experience

A description of any and all compensation of any kind provided, or agreed to be provided, to the Placement Agent
A description of the services to be performed by the Placement Agent

Representation that the fee is the sole obligation of the External Manager and not of LACERA, the Investment Vehicle,
the Investment Fund, or any investor(s) in the Investment Vehicle or in the Investment Fund

The name(s) of current or former LACERA board members, employees, or consultants or member(s) of the immediate
family of any such individuals that are either employed or receiving compensation of any kind provided, or agreed
to be provided, directly or indirectly from the Placement Agent

The name(s) of any current or former LACERA Board members, employees, or consultants who suggested the
retention of the Placement Agent

A statement whether the Placement Agent, or any of its affiliates, are registered with the Securities and Exchange
Commission or the Financial Industry Regulatory Association or any similar state regulatory agency, or any similar
regulatory agency in a country other than the United States, and the details of that registration or explanation as
to why no registration is required

A statement whether the Placement Agent, or any of its affiliates, is registered (or is required to be registered as of
a date certain) as a lobbyist with any state or national government

Any External Manager or Placement Agent that violates the Policy shall not solicit new investments from LACERA for five
years after the violation was committed. However, this prohibition may be reduced by a majority vote of the Board at a public
session upon a showing of good cause.

Document History

Reviewed November 19, 2014
Revised November 9, 2011

Effective retroactively to October 9, 2011
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'As defined in California Government Code section 7513.8, “External Manager” means either of the following: (1) a Person who is seeking to be, or is, retained by a
board or an Investment Vehicle to manage a portfolio of securities or other assets for compensation; or (2) a Person who manages an Investment Fund and who
offers or sells, or has offered or sold, an ownership interest in the Investment Fund to a board or an Investment Vehicle. (All code section references are to the
Government Code, unless otherwise noted.)

As defined in section 7513.8, “Person” means an individual, corporation, partnership, limited partnership, limited liability company, or association, either domestic or
foreign.

As defined in section 7513.8, “Investment Vehicle” means a corporation, partnership, limited partnership, limited liability company, association, or other entity, either
domestic or foreign, managed by an External Manager in which a board is the majority investor and that is organized in order to invest with, or retain the investment
management services of, other External Managers.

As defined in section 7513.8, “Investment Fund” means a private equity fund, public equity fund, venture capital fund, hedge fund, fixed income fund, real estate
fund, infrastructure fund, or similar pooled investment entity that is, or holds itself out as being, engaged primarily, or proposes to engage primarily, in the business
of investing, reinvesting, owning, holding, or trading securities or other assets. Notwithstanding the preceding sentence, an investment company that is registered
with the Securities and Exchange Commission pursuant to the Investment Company Act of 1940 (15 U.S.C. Sec. 80a-1 et seq.) and that makes a public offering of
its securities is not an Investment Fund.

2As defined in section 7513.8, “Placement Agent” means any Person directly or indirectly hired, engaged, or retained by, or serving for the benefit of or on behalf
of, an External Manager or an Investment Fund managed by an External Manager, and who acts or has acted for compensation as a finder, solicitor, marketer,
consultant, broker, or other intermediary in connection with the offer or sale to a board or an Investment Vehicle either of the following: in the case of an External
Manager as defined in subpart (1) of the definition of an External Manager, the investment management services of the External Manager; in the case of an Ex-
ternal Manager as defined in subpart (2) of the definition of an External Manager, an ownership interest in an Investment Fund managed by the External Manager.
Notwithstanding the preceding sentence, an individual who is an employee, officer, director, equityholder, partner, member, or trustee of an External Manager
and who spends one-third or more of his or her time during a calendar year managing the securities or assets owned, controlled, invested, or held by the External
Manager is not a Placement Agent.
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ATTACHMENT C (1)

PRIVATE EQUITY PRIVATIZATION POLICY

LACERA does not aim to promote privatization of public jobs through its private equity
investment program. It is highly unlikely that LACERA private equity investments would be in
domestic partnerships or similar pooled investment vehicles ("partnerships") that are dependent
on privatization strategies.

When performing due diligence prior to making the initial investment in a domestic partnership,
staff and/or Consultant, as applicable, will use their reasonable efforts to ascertain:

(1) Whether the partnership's current investment strategy includes the
privatization of jobs held by LACERA members.

(2) Whether previous partnerships operated by the general partners, if any,
have invested in companies dependent upon privatization of jobs held by

LACERA members.

Staff and/or Consultant will seek guidance from the Board of Investments before investing in a
domestic partnership if the due diligence establishes a positive answer to either (1) or (2) above.

Adopted on May 21, 2003.
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Statement of Purpose

LACERA’s Procurement Policy for Investment-Related Services (the “Procurement
Policy”) sets forth the procedures and guidelines by which LACERA shall procure
investment-related services. Investment-related services include, but are not limited
to, external investment management, general and specialty consulting, custodial,
securities lending, and analytics/database service providers. Procurement of
services and products not related to investments are governed by LACERA’s

General Policy Guidelines for Purchasing Goods and Services.



Legal Authority

The California Constitution and LACERA’s governing statutes create a legal
framework within which the Procurement Policy must be interpreted and
implemented by LACERA’s Board of Investments (the “Board”) in approaching its
decisions. The Board is independent and has sole and exclusive legal responsibility

over investment of the Fund’s assets.

A. Fiduciary Duty

The Board, its members, and staff are fiduciaries, making decisions for the
benefit of the Fund as a whole without other concerns or outside influence.
All Board members, whether they are elected, appointed, or ex officio,

have the same fiduciary duty under the law.
B. Ethics and Code of Conflicts

The Board and staff must refrain from personal activity that could conflict
with the proper management of the investment program, or that could
impair their ability to make decisions in compliance with fiduciary duty.
Further details are defined in LACERA’s Code of Ethical Conduct,
Conflict of Interest Code, the Political Reform Act, Fair Political Practices

Commission regulations, and other applicable law.



C. Process

Because the Board is a governing body of a public agency, the Board and its
members must conduct business according to the State of California Ralph M.
Brown Act, which provides that Board meetings, deliberations, and actions
must be public unless subject to a specific closed session exception. The
Board may go into closed session to discuss the purchase and sale of

particular, specific investments under the Brown Act.



Introduction

The Procurement Policy supplements LACERA’s Investment Policy Statement
(the “IPS”). The IPS defines the framework by which LACERA manages the
assets of the Fund in order to fulfill its mission. The Procurement Policy is
designed to comply with and follow all guidance included within the IPS. To the
extent a conflict exists between the IPS and the Procurement Policy, the IPS shall

prevail.

The Board has adopted investment beliefs (“Investment Beliefs”) to describe its
core beliefs and underlying assumptions about how capital markets operate.
Collectively, the Investment Beliefs provide a framework to guide LACERA’s
investment decisions in a manner consistent with the Fund’s position as an
institutional investor with a long-term investment horizon in order to achieve the

Fund’s objectives.

Consistent with the Investment Beliefs, the Procurement Policy is designed to

adhere to the following guiding principles.

e Fiduciary. The Board and staff are fiduciaries to LACERA. Procurement
decisions are made for the benefit of the Fund as a whole without other
concerns or outside influence.

e Inclusive. Opportunity to provide investment-related services to
LACERA will be as inclusive as possible, providing all qualified service
providers a chance to participate in procurement efforts.

e Fair. Procurement efforts will be conducted in a fair and impartial
manner. Selections of service providers will be made free from any conflict

of interest or bias.



e Transparent. Records of procurement efforts will be subject to public
disclosure unless subject to a specific exception pursuant to the Ralph M.
Brown Act.

e Timely. Procurement efforts will be conducted in as efficient and timely
manner as practical.

e Rule-Based. Procurement efforts will be conducted in a consistent manner

e Market Aware. Procurement efforts will be tailored to the specifics of a
mandate or service need.

e Informed. Procurement efforts will utilize available databases, tools and
advances in underwriting to inform the process. Databases may be used to
identify a comprehensive list of qualified service providers to optimize

submissions/responses to RFPs.

Searches for service providers completed under the Procurement Policy do not
have a pre-ordained outcome. Searches could result in the selection and retention
of one or multiple service providers. Alternatively, no service provider may be

selected.

Scope

Investment-Related Services covered by this Procurement Policy include
investment consulting services, investment management services, and
specialized services that support investment functions, such as, but not limited
to, attorneys, appraisers, auditors, custodians, data and analytics providers,

securities lending providers, and independent fiduciaries.



Term

The term for engagements with service providers selected via the Procurement

Policy vary.

1. Investment Managers. Terms for agreements with separate account
investment managers may be evergreen. Investment managers engaged
via separate accounts and open-end comingled funds are monitored closely
relative to return objectives, benchmarks, and alternative options. All
contracts between LACERA and separate account managers must contain
reasonable termination rights for LACERA.

ii.  Custody Services. Engagements with custody service providers may be
for terms of up to ten years and may provide for two one-year extensions
at the discretion of the Chief Investment Officer. The Board will be
notified of any extensions. Agreements with custody providers shall
contain reasonable termination provisions.

iii.  Other Service Providers. Other services procured using the Procurement
Policy will have a term of no longer than five years, with two one-year
extensions at the discretion of the Chief Investment Officer with respect to
investment-related matters, or Chief Legal Counsel for the procurement of
services for legal-related matters. The Board will be notified of any

extensions.



Definitions

a)

b)
c)

d)

g)

Active Management refers to investment managers whose investment
strategy and process allow them to make investments that attempt to exceed
their benchmarks.

Board means the LACERA Board of Investments

Evaluation Team means the group of individuals that have been assigned
responsibility to review the search respondents relative to the criteria set forth
in the search as well as to each other, as appropriate. Each phase of evaluation
must be completed by the same participating members of the Evaluation
Team. The Evaluation Team will include staff as appropriate and possibly a
third-party advisor.

Fund or Funds means both the Los Angeles County Employees Retirement
Association (LACERA), and the Other Post-Employment Benefits Master
Trust (OPEB).

Iliquid Investment means securities or other assets that cannot easily be sold
or exchanged for cash within one month without a substantial loss in value.
These investments include private equities, private credit, private real assets
(including real estate), and hedge fund strategy products. These assets are
intended to provide the portfolio with higher risk-adjusted returns and/or
enhanced diversification. They are not intended to be a source of short-term
liquidity.

Legal Services Procurements means the procurement of investment-related
legal services to assist in transactions or other investment matters.

Liquid Investments means securities and other assets that can be converted
into cash quickly without material impact on fair value and where there is

typically a transactional price available on a daily basis. These assets include



h)

i)

k)

D

global equities, investment-grade bonds, publicly-traded real estate and real
assets, and overlays implemented via exchange-traded instruments.
Miscellaneous Small Purchases means the procurement of investment-
related services for flat-fee or hourly compensation that may not exceed a total
of $150,000 per provider for any single transaction or assignment, even if the
services are provided over a five-year period. Small Purchases may be
approved, and later renewed or extended every five years subject to a new
$150,000 cap, jointly by the Chief Executive Officer and Chief Investment
Officer. Small Purchases do not include any services for on-going investment
management.

Passive Management refers to investment managers whose investment
strategy and process are designed to replicate a benchmark.

RFP means open Requests for Proposals. An RFP is a public solicitation
posted on LACERA’s website inviting all qualified bidders to respond.
Recommendations to initiate an RFP will be presented to the Board and will
identify the recommended: (i.) Scope of Services; (ii.) Minimum
Qualifications; (iii.) Search timing; (iv.) Structure of the Evaluation Team;
(v.) Evaluation Criteria; and (vi.) Selection Authority.

Selection Authority refers to the body, group or individual that has authority
to select the service provider that will be retained. This may be the Board, the
Evaluation Team, the Chief Investment Officer, Chief Legal Counsel, or some
combination of the above. A Selection Authority will be recommended to the
Board for its approval for each procurement effort unless otherwise delegated
in existing LACERA policy.

Staff means employees of LACERA.

m) Trustee means a member of the Board of Investments.
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3. Service Being Procured and Selection Method

The types of investment-related services being procured can be characterized as:

e Investment Management

e Consulting

e Other Investment Related Services
o [egal

e Miscellaneous Small Assignments

The method or process utilized to procure services is dependent upon the type of
service being procured. Regardless of the selection method utilized, a high level
of scrutiny and rigor is applied for whatever length of time is needed to ensure

that the successful service provider(s) are most appropriate for the Fund.

The selection method for the different types of services covered by the
Procurement Policy is described below. Upon selection of service providers, the
Legal Division and Investment Office are responsible for completing engagement

agreements and/or contracts.

a) Investment Management Services
e Active Management

o Liquid Investments

Investment Managers utilizing Active Investment strategies to

invest in Liquid Investments shall be selected using an RFP.
o Illiquid Investments

[liquid Investments are identified and underwritten on a one-off
basis and, if deemed appropriate, advanced to the Board for

consideration, unless delegated within the IPS. Individual

11



Actively Managed Illiquid Investments do not lend themselves
to selection via an RFP. Rather, illiquid investments are
discussed in periodic asset class structure reviews and individual
recommendations include independent third-party assessments.
Exceptions to this are fund-of-fund mandates. In those

circumstances, an RFP will be utilized for selection efforts.

e Passive Management
o Liquid Investment managers shall be selected using an RFP.

o Illiquid Investments (N/A)

Staff will obtain Board authorization on a mandate-by-mandate basis

prior to initiating an RFP.

The Evaluation Team is responsible for making an affirmative
recommendation of the most qualified candidate manager(s) to the

Selection Authority.

b) Consulting Services

LACERA will select general and/or specialist consultants using an
RFP. Staff will recommend an Evaluation Team and obtain Board

authorization prior to initiating a search effort.

The Evaluation Team is responsible for presenting the most qualified

candidate consultants to the Selection Authority.
Other Investment Related Services

Numerous specialized investment related service providers that do not
directly manage money are utilized to support Fund investment

activities. Some specialized providers are on retainer or under an open

12



contract for services as needed and are utilized repetitively to deliver
expert services, such as legal counsel negotiating and documenting
transactions. Other specialized providers may be retained to deliver
ongoing operational support services, such as a master custodian or
securities lending service provider. Still other specialized providers
may be retained to deliver frequently needed services, such as private

equity fee verifications or real estate appraisals.

The selection process utilized for Other Investment Related Service
providers will be an RFP. The selection process utilized will be

authorized by the Board on a case-by-case basis.
d) Legal Services Procurements

The Chief Legal Counsel may initiate an RFP without Board approval
to select a panel of outside counsel to assist on investment-related
matters on an individual asset class basis. The Chief Legal Counsel
will report the selected panelists to the Board after the panel selection.
The Chief Legal Counsel or their designee, in consultation with the
Investment Division, may thereafter select outside counsel from the
panel to represent LACERA in individual transactions or provide other

necessary legal services.

The Chief Legal Counsel also has the authority, without the need to
conduct an RFP, to (1) retain specialized counsel based on expertise or
geographical location when necessary to complete a transaction or
fulfill a Board-approved initiative or programmatic priority, or (2)
retain litigation counsel when necessary to protect LACERA’s interests

before a Board meeting seeking approval can be held, with the selected

13



litigation counsel presented to the Board for ratification at the next

meeting.

Any selection of legal counsel covered by this Policy will be reported
to the Board no later than the meeting of the Board immediately

following the selection.

e) Miscellaneous Small Purchases

Miscellaneous Small Purchases shall be made after seeking multiple
bids. The Board shall be notified of the selected specialized service

providers within the monthly Chief Investment Officer report.
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Proposal Evaluation

An Evaluation Team will be identified by Staff prior to the commencement of a
search effort. The Evaluation Team will be responsible for evaluating and
scoring written responses to the RFP, interviewing respondents, conducting due
diligence, and deliberating and determining which of the respondents would best

meet the needs of the Fund.

Each member of the Evaluation Team is responsible for evaluating and scoring
each search response meeting the minimum qualifications. The Evaluation Team
subsequently meets to discuss and justify scores to avoid inconsistencies and

jointly determine a score for each respondent.

Further evaluation of the top ranked respondents may consist of in-house
interviews at LACERA’s offices, requests for and evaluation of additional

information, and, if deemed appropriate, on-site interviews.

When a template agreement exists, top ranked respondents will be provided and
asked to review and comment on the LACERA template agreement. The template
agreement has key legal terms that the respondent must mark up with any
proposed modifications. The RFP requires that respondents be bound to
LACERA'’s terms, unless the respondent identifies an objection or addition, sets
forth the basis for the objection or addition, and provides substitute language to

make the clause acceptable to the respondent.

The Evaluation Team relies upon the Legal Division to determine the
acceptability of any proposed language affecting legal issues or terms in the
agreement. The respondent’s proposed language is a significant consideration in

the evaluation and scoring of proposals.
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Upon completion of the process, the Evaluation Team assigns final scores to the
respondents based on all information gathered during the entire evaluation

Pproccess.

The Evaluation Team will prepare and submit a summary of its findings along
with an affirmative recommendation for which respondent(s) should be hired to

the Selection Authority.

16



S.

Observance of a Quiet Period

LACERA requires a quiet period to ensure that the process of selecting a
contractor is efficient, diligent and fair. The Quiet Period is a “no contact
period” during the procurement process to prevent Trustees and staff
communication with prospective vendors. Questions concerning the quiet

period should be directed to the Legal Office.

A. The quiet period shall be maintained after the issuance of a
solicitation and continue until a final selection is made or the process

1s otherwise terminated.

B. Initiation, continuation, and conclusion of the quiet period shall be

publicly communicated to prevent inadvertent violations.

C. During the quiet period, all Trustees and staff, except for designated
LACERA contact persons, shall refrain from communicating with
contractor candidates regarding any product or service offered by the

candidate, except as permitted by Subsection G below.

D. During the quiet period, no Trustee or staff member shall accept
meals, travel, lodging, entertainment, or any other good or service of

value from the candidates.

E. All authority related to the search process shall be exercised, when
the Board has authority under this policy, solely by the Board, or by
delegated staff, and not by individual Board members. With respect

17



to procurements within the authority of Staff, authority related to the
search process shall be exercised solely by the authorized staff

member with contracting authority for the search.

F. If any Trustee or staff member is contacted by a candidate during the
quiet period about a matter relating to the pending selection, the
Trustee or staff member shall refer the candidate to the designated

LACERA contact person and report the contact to the Chief Counsel.

G. The quiet period does not prevent Board-approved meetings or
communications by staff with an incumbent contractor that is also a
candidate provided that their communication is strictly limited to
matters necessary in connection with the contractor's existing scope
of work. Other than due diligence, discussion related to the pending

selection is not permitted during these activities.

H. A contractor candidate may be disqualified from a search process for

a willful violation of this policy.
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Attachment 5

5796 Armada Drive 760.795.3450
Suite 110 Meketa.com
Carlsbad, CA 92008

—

INVESTMENT GROUP

MEMORANDUM

TO: LACERA Board of Investments

FROM: Tim Filla, Aysun Kilic, Leo Festino, and Imran Zahid
DATE: December 14,2022

RE: LACERA Investment Beliefs

The purpose of thismemo is for Meketa Investment Group to review and support LACERA's updated Investment
Beliefs.

Background

In August of 2016, LACERA's Board of Investments (“BOI") adopted a set of Investment Beliefs. The
purpose of developing and adopting Investment Beliefs is to provide a framework in which investment
decisions are made for LACERA's assets. Specifically, they explicitly define the core beliefs that the
Board of Investments uses as a foundation for its decision making as an institutional investor with a
long-term investment horizon. Meketa believes it is important for the BOI to review and reaffirm or
refine its Investment Beliefs every few years.

Staff performed a survey of both the BOI and the Investment Division ahead of the September Offsite
as a first step in the review process. Staff then used the survey results to identify areas of opportunities
for enhancement of the Investment Beliefs. At the September BOI Offsite meeting, LACERA staff
conducted a session designed to gather additional feedback and facilitate discussion with the Trustees
around the Investment Beliefs. The discussion facilitated by staff helped shape the language in the
updated Investment Beliefs. Staff and Meketa collaborated on integrating the takeaways from the
Offsite discussion into LACERA's Investment Beliefs.

Evaluation

The overall nature of the proposed changes is to add greater clarity and provide better alignment with
LACERA's strategic plan of evolving from allocator to best-in-class investor. The main pillars and overall
structure of LACERA's current Investment Beliefs remain intact.

A few key areas worth highlighting are as follows:

i.  Strategic Asset Allocation remains the first section of the Investment Beliefs with additional
language to highlight diversification and describe the inputs into setting the Strategic Asset
Allocation.

E
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i.  The section regarding Market Efficiency has been renamed Market Dynamics and changed
to reflect broader considerations and more concrete linkage to investment implementation
decisions.

iii. The Active Versus Passive Management and Private Markets and Liquidity Beliefs were
merged into a single Belief named Return.

iv.  The proposed Belief about Risk is more succinct and explicit about the types of risks LACERA
faces and is focused on mitigating.

v. ESG hasbeenrenamed to Stewardship to reflect LACERA's strong capabilities as an investor
and the importance of Stewardship in protecting and providing the promised benefits.

vi.  The name of the Costs and Fees Belief was changed to Terms to encompass all types of
terms and to formally recognize LACERA's ability as an investor to influence those terms.

vii.  The Belief regarding education was expanded to include multiple areas of both human
capital and organizational resources and was renamed Productivity.

A thorough process was conducted as detailed above, and Meketa believes that the proposed changes
put forth by staff incorporate the views expressed at the Offsite while also recognizing the durable
nature of the Investment Beliefs.

While LACERA staff and Meketa worked together on developing the refinements to LACERA's
Investment Beliefs, ultimately the Investment Beliefs are meant to represent the views and beliefs of
the Trustees. If further refinements are required to align with the voice of the Board, we will continue
to work with staff on any desired changes.

If you have any questions, please feel free to reach us at 760-795-3450. We look forward to speaking
with you soon.

TF/AK/LF/1Z/sf

|
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LZCERA 4.

December 5, 2022

TO: Each Trustee,
Board of Investments
FROM: Santos H. Kreimar?rﬁ’t
Chief Executive Officer
Ted Granger’é
Interim Chief Financial Officer

FOR: December 14, 2022 Board of Investments Meeting

SUBJECT: 2022 INVESTIGATION OF EXPERIENCE FOR RETIREMENT BENEFIT
ASSUMPTIONS

RECOMMENDATION

It is recommended that the Board of Investments:

1. Adopt the economic assumptions identified in Appendix A on pages 61-82 of the draft
2022 Investigation of Experience for Retirement Benefit Assumption Report (2022
Experience Study), as recommended by the plan actuary (Milliman). There were no
changes recommended to the economic assumptions. The economic assumptions
recommended for adoption by LACERA staff and Milliman include:

7.00% investment return,

3.25% wage growth,

3.25% payroll growth,

2.75% national price inflation,

2.75% local price inflation, and

2.0-2.75% future Cost of Living Adjustment (COLA).

"0 00T

2. Adopt the economic actuarial methods recommended by LACERA staff and Milliman
including:
a. Entry age for the actuarial cost method (no change),
b. Five-year smoothing with offsets for the actuarial asset method,
c. UAAL amortization method:
i. 20-year layered as a level percent of pay for assumption changes and
actuarial gains / losses (no change),
i. 10-year layered as a level percent of pay for benefit changes that increase
the UAAL,
d. Implicit approach for the administrative expense treatment (no change), and
e. Exclusion of STAR Reserve from Valuation Assets.

3. Adopt the demographic assumptions recommended by LACERA staff and Milliman
including:
a. Retain the base mortality tables and scaling factors for actives and retirees,
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Update the mortality improvement scale to the newest version (MP-2021)
released by the Society of Actuaries,

Update to merit salary increases for both General and Safety members. Use
higher rates at longer service durations for both and lower rates at shorter
service durations for Safety members. Ultimate proposed rates are 0.40% of
pay for General members and 0.90% of pay for Safety members,

Update to both General and Safety members expected service retirement rates
to reflect both age and years of service,

Update rates of termination from active status for both General and Safety
members applying higher termination rates during lower years of service (all)
and lower termination rates during higher years of service (General Plans D &
G members),

Small reductions in the probability of refunds,

No changes to the disability retirement rates,

No changes to the assumed retirement rate for deferred members,

No changes to the beneficiary age difference of 2 years older for female
retirees,

Decrease the beneficiary age difference to 3 years younger for male retirees,
Decrease the probability of eligible survivor to 48% for female retirees,

No change to the probability of eligible survivor of 77% for male retirees, and

. Change the probability of future deferred vested members to establish

reciprocity with another employer which increases to 17% for General members
and 36% for Safety members.

The recommended changes are more fully described in Miliman’s draft 2022
Experience Study report included as Attachment |I.

4. Delegate authority to the Chief Executive Officer working in concert with LACERA'’s
Interim Chief Financial Officer, Chief Investment Officer, and General Counsel to
ensure the actuarial assumptions adopted by the BOI, as stated above and as more
fully detailed in Appendix A of the 2022 Experience Study report, are incorporated in
Milliman’s calculation of plan liabilities presented in the upcoming 2022 Actuarial
Valuation of Retirement Benefits report.

EXECUTIVE SUMMARY

The Board of Investments' Retirement Benefit Funding Policy requires annual valuations
to monitor the LACERA pension plan (Plan) funding status and to calculate employer and
employee contribution rates for the coming year. The California Government Code
requires the Board to conduct a plan experience study at least once every three years to
measure the effectiveness of the plan assumptions and valuation methodology.
Attachment | for the Board's consideration is the draft 2022 Experience Study conducted
by Milliman.

At the August, October and November 2022 BOI meetings, LACERA’s consulting
actuaries, Nick Collier and Craig Glyde from Milliman, provided educational sessions and
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discussed potential assumption changes with the BOI Trustees. At the November
meeting, fiduciary counsel Ashley Dunning of Nossaman LLP also provided education.
The consulting actuary primarily recommended the Board make changes to the actuarial
methods and demographic assumptions used in projecting benefit liabilities. Milliman
believes the current economic assumptions remain appropriate and recommended no
changes. As a supplement to this discussion, Milliman estimated the likely funding impact
on the Plan.

LACERA’s audit actuary, Cavanaugh Macdonald Consulting, LLC (CMC) completed their
review of the draft 2022 Investigation of Experience report and the processes Milliman
used to develop the recommendations, and will provide and oral presentation at the
December 14, 2022 Board meeting. CMC’s draft Actuarial Review on the 2022
Investigation of Experience draft report is included as Attachment II.

LEGAL AUTHORITY

Provisions contained in the County Employees Retirement Law (California Government
Code, Sections 31450-31899.1) and the California Constitution (Article XVI, Section 17)
govern the actuarial process at LACERA.

Section 31453 of the County Employees Retirement Law requires LACERA to obtain an
actuarial valuation at least once every three years. The valuation shall be conducted
under the supervision of an actuary, shall cover the mortality, service, and compensation
experience of the members and beneficiaries, and shall evaluate the assets and liabilities
of the retirement fund. The Board is required to act based on the recommendation of the
actuary. Government Code Section 7504(a) additionally provides, for all California public
pension systems, not less than every three years, the fund actuary “shall perform a
valuation of the system utilizing actuarial assumptions and techniques established by the
agency that are, in the aggregate, reasonably related to the experience and the actuary’s
best estimate of anticipated experience under the system. Any differences between the
actuarial assumptions and techniques used by the actuary that differ significantly from
those established by the agency shall be disclosed in the actuary’s report and the effect
of the differences on the actuary’s statement of costs and obligations shall be shown.”

The California Constitution, Article XVI, Section 17(a) of the Constitution provides that
public pension trustees “shall 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 to its participants and
their beneficiaries shall take precedence over any other duty.” To comply with their
fiduciary duty with respect to actuarial decisions, the Constitution requires that each of
these three elements be considered and evaluated with the interests of members and
beneficiaries being paramount.

Article XVI, Section 17(e), assigns “the sole and exclusive power to provide for actuarial
services” to the governing body of the public employees’ retirement system. Such power
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is given by the Constitution in order to “assure the competency of the assets of the public
pension or retirement system.”

LACERA’s RETIREMENT BENEFIT FUNDING POLICY

LACERA'’s Retirement Benefit Funding Policy requires annual actuarial valuations to
review the retirement system’s funding progress. These annual valuations are used to set
the employer contribution rates and member contribution rates for the General Plan G
and Safety Plan C tiers.

In addition to the annual valuations, LACERA requires its actuary to review the
reasonableness of the economic and non-economic (demographic) actuarial
assumptions every three years. This review, commonly referred to as the investigation of
experience or experience study, is accomplished by comparing actual experience during
the preceding three years to what was expected to happen according to the actuarial
assumptions. Based on this analysis, the actuary recommends whether any changes in
the assumptions or methodologies would allow a more accurate projection of total benefit
liabilities and asset growth.

Milliman completes the triennial investigation of experience and uses the assumptions to
prepare the upcoming annual actuarial valuation. Then the consulting actuary will
evaluate the actuarial valuation results for reasonableness and recommend adjustments
as need to all employer contribution rates and employee contribution rates for legacy plan
(General Plans A-E and Safety Plans A-B) and PEPRA plan (General G and Safety C
Plans).

INVESTIGATIVE PROCESS

The plan actuary, Milliman, prefers to discuss the results of the investigation of plan
experience with the Board of Investments Trustees prior to performing the valuation. This
enables the Trustees to discuss the reasonableness of the actuarial assumptions and
actuarial methods with Milliman and provides the opportunity for the Trustees to give input
to the actuary prior to completing the annual valuation of plan liabilities. A significant part
of the investigation process is to evaluate LACERA’s plan experience over the last three
years and consider prior experience. The actuary completed this process and presents
their recommendations in the attached draft report titled ‘2022 Investigation of Experience
for Retirement Benefit Assumptions’.

The Investigation of Experience report is the basis for completing the next step in the
investigative process which is for the Trustees to review the reasonableness of actuarial
assumptions and methods to be used in the upcoming calculation of plan liabilities.
Milliman includes a summary of their recommendations in their draft report on page 8.
LACERA staff concur with Milliman’s recommendations.

LACERA engaged CMC, our reviewing actuary, to prepare an independent ‘Actuarial
Review Report of the 2022 Investigation of Experience for LACERA’ (Actuarial Review
Report). The scope of CMC’s work included an independent verification of the results and
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evaluation of the recommendations in Milliman’s Report, the preparation of a report, and
a presentation of any findings to the Board of Investments. We have received CMC'’s draft
report (Attachment Il), and CMC will be present at the December 14, 2022 Board of
Investments meeting to summarize the results of their actuarial review and address any
questions the Board may have.

In the opinion of CMC, the assumptions and methods proposed by Milliman are reflective
of sound professional judgement and are appropriate for the systematic funding of the
pension obligations of LACERA. Furthermore, CMC has determined that the actuarial
methods, assumptions, processes, and Milliman’s report as written are consistent with
the applicable Actuarial Standards of Practice. CMC noted a few minor items and stylistic
preferences for consideration that may present opportunities for improvement, but none
are believed to have a material impact on the proposed assumptions.

SUMMARY OF RECOMMENDATIONS

At the December Board of Investments meeting, LACERA’s consulting actuary Milliman
will present the 2022 Investigation of Experience draft report to the Board for
consideration and adoption. A complete list of proposed actuarial procedures and
assumptions can be found in Appendix A of the report beginning on Page 61.

The table below summarizes Milliman’s recommendations.

Assumption Recommendation

Actuarial Methods Exclude STAR Reserve from Valuation Assets.
Amortize benefit changes / improvements that increase UAAL over 10 years.

Modify the asset valuation method to include an offsetting of gains and losses prior
to applying asset smoothing.

Other Actuarial Update operating tables used in the calculation of optional forms of payment to
Methods include recommended changes.
Economic Assumption Current = Proposed
Investment Return 7.00%
National Price Inflation 2.75%
Local Price Inflation 2.75%
Wage Growth 3.25%
Payroll Growth 3.25%
COLAs for Retirees (Plan A / Other Plans) 2.75% [ 2.00%
Merit Salary Increase Increases, particularly at longer service durations.
Death While Active Update mortality improvement scale to ultimate rates of MP-2021.
Service Retirement Change to reflect the impact of a member’s service on retirement probabilities.

Disability Retirement No change.

Termination Increases in rates at lower levels of service, primarily for General members.
Probability of Refund Small reductions.

Retiree Mortality Update mortality improvement scale to ultimate rates of MP-2021.
Miscellaneous Minor changes.
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ESTIMATED FINANCIAL IMPACT

Milliman also provided an estimated financial impact on the Plan due to these assumption
and method changes recommended in their draft report. A summary of these impacts is
highlighted below.

Funded Status and Employer Contributions (estimated)

The table below includes estimated results when applying all recommended economic
and demographic assumption and actuarial method changes:
e The June 30, 2022 funded ratio with all changes is estimated to be 0.4 percent
higher than the estimated June 30, 2022 funded ratio before the changes.
e The June 30, 2022 employer contribution rate with all changes is estimated to be
1.7 percent of payroll, or $155 million, more than the estimated June 30, 2022
employer contribution rate before the changes.

Projected Results of June 30, 2022 Valuation
With Proposed Assumptions

Funded Total Employer Contribution
Ratio % of Payroll $ millions

June 30, 2021 Valuation 79.3% 24.5% $ 2,205

Estimated June 30, 2022 Valuation 81.0% 24.2% $ 2,178
(before changes)

Recommended Actuarial Method Changes

Alternate Asset Smoothing 0.0% 0.2% $ 18
Exclude STAR Reserve from Funding Assets -0.5% 0.5% 44
Total Method Changes -0.5% 0.7% $ 62

Recommended Economic Assumption Changes
Economic Assumptions 0.0% 0.0% $ -

Recommended Demographic Assumption Changes

Merit Salary Increases -0.5% 0.7% $ 62
Service Retirement -0.9% 1.1% 98
Mortality 0.5% -0.6% (52)
Other 0.1% -0.2% (15)
Demographic Assumption Changes -0.8% 1.0% $ 93

Recommended Changes
Total Recommended Changes -1.3% 1.7% $ 155

Estimated June 30, 2022 Valuation 79.7% 25.9% $ 2,333
(with all changes)
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Member Contributions (estimated)

The table includes estimated results for both legacy plan and PEPRA plan member
contribution rates when applying all recommended economic and demographic
assumption and actuarial method changes:

e Projected increase in member contribution rates for most members.

e Amount of increase dependent on plan and entry age (where applicable).

Projected Results of June 30, 2022 Valuation
With Proposed Assumptions

Member Contribution Rates'"

Estimated Estimated Monthly Increase
T o of Pav Averaae &
Current New % of Pay Average $
General D
25 6.95% 7.18% 0.23% $ 19
35 8.56% 8.77% 0.21% 17
45 10.49% 10.63% 0.14% 11
General G|
All Ages 9.08% 9.18% 0.10% 6
Safety B
25 12.61% 13.00% 0.39% 45
35 14 .99% 15.13% 0.14% 16
45 17.83% 17.83% 0.00% 0
Safety C
All Ages 14.33% 14.33% 0.00% 0

1. Final member contribution rates will not be determined until the June 30, 2022 actuarial valuation is completed.

2. Average increases are based on the estimated percent of pay increase and the average monthly compensation for
active members of the specified plan.

Letter from County of Los Angeles — Chief Executive Office

Staff received the attached letter (Attachment I1l) dated December 2, 2022 from the Los
Angeles County Chief Executive Officer, Fesia Davenport regarding Milliman’s
recommended changes to the economic and demographic assumptions. Ms. Davenport
indicates in her letter that the County supports the recommendation to adopt the
economic and demographic assumptions presented at the Board of Investment’s October
and November 2022 meetings that are contained in Milliman’s draft 2022 Experience
Study Report.
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CONCLUSION

During the last few BOI meetings, LACERA’s actuary Milliman presented recommended
economic and demographic assumptions, and actuarial methods for the Board to
consider. Milliman will present the 2022 Investigation of Experience for Retirement Benefit
Assumptions draft report and answer any questions you may have regarding experience
study results at the Board’s December 14, 2022 meeting. Milliman’s presentation slides
are included as Attachment IV. This discussion enables the Board of Investment Trustees
to provide the actuary with input prior to completing the annual valuation as well as adopt
actuarial assumptions and methods based on the actuary’s recommendation to be used
in upcoming 2022 Actuarial Valuation of Retirement Benefits. As soon as the 2022
Actuarial Valuation of Retirement Benefits report has been completed and approved by
the Board of Investments at the upcoming March 2023 BOIl meeting, LACERA will
communicate contribution rate changes that will become effective July1, 2023 for all
active members impacted by the rate changes.

Attachments

|. Draft 2022 Investment of Experience for Retirement Benefit Assumptions
(Experience Study Report)

II. Draft Cavanaugh MacDonald’s Actuarial Review report

[ll. County of Los Angeles Letter dated December 2, 2022
IV. Milliman’s Presentation Slides dated December 14, 2022

V. Actuarial Projects 2022 - Roadmap

SHK:tg
2022ExpStudy.BOI.Dec2022_Final.docx

c: Luis A. Lugo, LACERA Laura Guglielmo, LACERA JJ Popowich, LACERA
Jonathan Grabel, LACERA Steven P. Rice, LACERA Richard Bendall, LACERA
Fesia Davenport, CEO, Los Angeles County
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Board of Investments

Los Angeles County Employees Retirement Association
300 North Lake Avenue, Suite 820

Pasadena, CA 91101-4199

Re: Los Angeles County Employees Retirement Association

Dear Trustees of the Board:

It is a pleasure to submit this report of our investigation of the experience of the Los Angeles County Employees
Retirement Association (LACERA) for the three-year period ending June 30, 2022. The results of this
investigation are the basis for recommended changes in actuarial assumptions for the actuarial valuation of
retirement benefits to be performed as of June 30, 2022.

The purpose of this report is to communicate the results of our review of the actuarial methods and the economic
and demographic assumptions to be used in the completion of the upcoming valuation. Several of our
recommendations represent changes from the prior methods or assumptions and are designed to better
anticipate the emerging experience of LACERA.

We have provided financial information showing the estimated hypothetical impact of the recommended
assumptions if they had been used in the June 30, 2021 actuarial valuation. We believe the recommended
assumptions provide a reasonable estimate of anticipated experience affecting LACERA. Nevertheless, the
emerging costs will vary from those presented in this report to the extent that actual experience differs from that
projected by the actuarial assumptions. Future actuarial measurements may differ significantly from the current
measurements presented in this report due to factors such as the following:

= Plan experience differing from the actuarial assumptions,
= Future changes in the actuarial assumptions,

= Increases or decreases expected as part of the natural operation of the methodology used for these
measurements (such as potential additional contribution requirements due to changes in the plan’s
funded status), and

= Changes in the plan provisions or accounting standards.

Due to the scope of this assignment, we did not perform an analysis of the potential range of such measurements.

In preparing this report, we relied without audit on information (some oral and some in writing) supplied by
LACERA’s staff. This information includes, but is not limited to, statutory provisions, employee data, and financial
information. We used LACERA'’s benefit provisions as stated in our June 30, 2021 actuarial valuation report. In
our examination, after discussion with LACERA and making certain adjustments, we have found the data to be
reasonably consistent and comparable with data used for other purposes. The experience study results are
dependent on the integrity of this information. If any of this information is inaccurate or incomplete, our
determinations may need to be revised.

This work product was prepared solely for LACERA for the purposes described herein and may not be appropriate to use for other purposes. Milliman does not intend to benefit and assumes
no duty or liability to other parties who receive this work. Milliman recommends that third parties be aided by their own actuary or other qualified professional when reviewing the Milliman
work product.

laca1838d2 (Experience Study)
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We certify that the assumptions developed in this report satisfy ASB Standards of Practice, in particular, No. 27
(Selection of Economic Assumptions for Measuring Pension Obligations) and No. 35 (Selection of Demographic
and Other Non-Economic Assumptions for Measuring Pension Obligations).

This investigation of experience report recommends assumptions to be used in the valuation to provide an
estimate of the System’s financial condition as of a single date. The valuation can neither predict the System’s
future condition nor guarantee future financial soundness. Actuarial valuations do not affect the ultimate cost of
System benefits, only the timing of System contributions. While the valuation is based on an array of individually
reasonable assumptions, other assumption sets may also be reasonable and valuation results based on those
assumptions would be different. No one set of assumptions is uniquely correct. Determining results using
alternative assumptions is outside the scope of our engagement.

The results for the estimated financial impact were developed using models employing standard actuarial
techniques. We have reviewed the models, including their inputs, calculations, and outputs for consistency,
reasonableness, and appropriateness to the intended purpose and in compliance with generally accepted
actuarial practice and relevant actuarial standards of practice. Reliance on other experts is reflected in Milliman’s
capital market assumptions, and in Milliman’s expected return model maintained by Milliman investment
consultants.

Milliman’s work is prepared solely for the internal business use of LACERA. To the extent that Milliman's work is
not subject to disclosure under applicable public records laws, Milliman’s work may not be provided to third
parties without Milliman's prior written consent. Milliman does not intend to benefit or create a legal duty to any
third party recipient of its work product. Milliman’s consent to release its work product to any third party may be
conditioned on the third party signing a Release, subject to the following exception(s):

(a) The System may provide a copy of Milliman’s work, in its entirety, to the System's professional service
advisors who are subject to a duty of confidentiality and who agree to not use Milliman’s work for any
purpose other than to benefit the System.

(b) The System may provide a copy of Milliman’s work, in its entirety, to other governmental entities, as
required by law.

No third party recipient of Milliman's work product should rely upon Milliman's work product. Such recipients
should engage qualified professionals for advice appropriate to their own specific needs.

The consultants who worked on this assignment are retirement actuaries. Milliman’s advice is not intended to be a
substitute for qualified legal, investment, or accounting counsel.

The signing actuaries are independent of the plan sponsor. We are not aware of any relationship that would
impair the objectivity of our work.

On the basis of the foregoing, we hereby certify that, to the best of our knowledge and belief, this report is
complete and accurate and has been prepared in accordance with generally recognized and accepted actuarial
principles and practices which are consistent with the principles prescribed by the Actuarial Standards Board and
the Code of Professional Conduct and Qualification Standards for Actuaries Issuing Statements of Actuarial
Opinion in the United States, published by the American Academy of Actuaries. We are members of the American
Academy of Actuaries and meet the Qualification Standards to render the actuarial opinion contained herein.

This work product was prepared solely for LACERA for the purposes described herein and may not be appropriate to use for other purposes. Milliman does not intend to benefit and assumes
no duty or liability to other parties who receive this work. Milliman recommends that third parties be aided by their own actuary or other qualified professional when reviewing the Milliman
work product.

laca1838d2 (Experience Study)
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We would like to acknowledge the help in the preparation of the data for this investigation given by the LACERA
staff. We look forward to our discussions and the opportunity to respond to your questions and comments at your
next meeting.

Sincerely,
Nick Collier, ASA, EA, MAAA Craig Glyde, ASA, EA, MAAA
Consulting Actuary Consulting Actuary

This work product was prepared solely for LACERA for the purposes described herein and may not be appropriate to use for other purposes. Milliman does not intend to benefit and assumes
no duty or liability to other parties who receive this work. Milliman recommends that third parties be aided by their own actuary or other qualified professional when reviewing the Milliman
work product.

laca1838d2 (Experience Study)
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1. Executive Summary and Recommendations

Milliman has performed the triennial investigation of experience for the period July 1, 2019 through June 30, 2022.
Although new information is added to our investigation based on the study period, the analysis and accompanying
recommendations encompass a longer period by reflecting results from prior investigations. This report contains
the findings of this investigation and includes several recommended changes in assumptions.

Calculating appropriate contribution rates is dependent on the assumptions used to project the future benefit
payments and then to discount the value of future benefits to determine the present values. Therefore, the
assumptions are critical in assisting the System in adequately funding future retirement benefits.

Summary

This section describes the key findings of this investigation of experience. We have recommended several
changes to the demographic assumptions and actuarial methods. If adopted, these changes would have an effect
on the member and employer contribution rates effective July 1, 2023. The potential impact to the members is
discussed on the next page. The potential impact to employers is discussed at the end of this section.

We will refer to our recommended assumptions as the “recommended” or “proposed” assumptions throughout this
report. We have provided a summary of the proposed changes to the assumptions later in this section. The Board
of Investments has the ultimate decision on the assumptions to be used in the actuarial valuation.

The triennial study period of July 1, 2019 to June 30, 2022 overlapped with the COVID pandemic which impacted
the results for that three-year period. In particular, we observed more retiree deaths than predicted by the
assumptions, and there were more terminations and service retirements than predicted by the assumptions. We
believe both of these were related to the pandemic and are not indicative of long-term trends. Results for the
triennial period were reviewed, but changes were only made if they were also supported by experience from prior
studies or reflective of emerging best practice in assumption setting.

Introduction
Section 2 discusses the following:

= How the investigation of experience study was performed.
= Actuarial Standards of Practice No. 27 and No. 35.
=  The presentation of results you will see in this report.

Actuarial Methods (Includes Amortization Periods and Member Contribution Rates)

Section 3 describes the actuarial methods used in performing our valuation and in assisting LACERA to
administer the plan. We are recommending three changes in the actuarial methods used in the valuation.

1. Under LACERA'’s current amortization policy, annual changes in the Unfunded Actuarial Accrued Liability
(UAAL) are funded over separate 20-year periods as a level percentage of payroll. These annual
payments are referred to as “layers.” This approach of amortizing the changes in the UAAL due to
assumption changes and actuarial gains and losses over 20 years is consistent with actuarial guidance
and is similar to other California retirement systems. We are recommending one modification to better
comply with actuarial guidance. If there is an increase in the UAAL due to changes in the benefit
provisions, we recommend the impact of that increase be amortized over a 10-year period.

2. Under LACERA’s funding policy, the reserve value for STAR benefits is included in the Valuation Assets;
however, the liability for any STAR benefits that may be granted in the future is not included in the liability

This work product was prepared solely for LACERA for the purposes described herein and may not be appropriate to use for other purposes. Milliman does
not intend to benefit and assumes no duty or liability to other parties who receive this work. Milliman recommends that third parties be aided by their own 1
actuary or other qualified professional when reviewing the Milliman work product.
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portion of valuation. We recommend the funding policy be changed to exclude the STAR reserve from the
Valuation Assets for consistency with the treatment of STAR benefits.

3. We believe that the current asset valuation method where actuarial asset gains and losses are smoothed
over five years is appropriate for LACERA'’s valuation. A five-year period is used by a majority of large
public retirement systems. We are recommending one modification which should result in slightly
smoother employer contribution rates in the future. The modified method would still smooth asset gains
and losses over 5 years; however, before smoothing is applied, the current year gain (or loss) is offset
against prior losses (or gains), if any. In addition to smoother employer contribution rates, the offsetting
method is expected to reduce the likelihood and magnitude of spikes or dips in employer contribution
rates in most cases.

An update to the operating tables LACERA uses in the calculation of optional forms of payment will be needed to
reflect any changes in the COLA, mortality, and investment return assumptions. Based on the recommended
changes, the only change would be due to the update to the mortality projection scale.

New member contribution rates will be calculated based on the 2022 triennial valuation using the assumptions
adopted. We have estimated the new member rates based on the proposed assumptions, as shown in Section 3.
These estimates show that there is expected to be increases in member rates in most cases under the proposed
assumptions. Note that the actual member contribution rates cannot be determined until completion of the

June 30, 2022 valuation.

Sample member contribution rates are shown in the following table. Note that all estimated member contribution
rates also include the proposed demographic assumption changes and are the total member contribution rate
(i.e., Normal + COLA).

Member Contribution Rates'"

Estimated Estimated Monthly Increase
T o of Pav __ Average $©@
Current New % of Pay Average $
General D
25 6.95% 7.18% 0.23% $ 19
35 8.56% 8.77% 0.21% 17
45 10.49% 10.63% 0.14% 11
General G
All Ages 9.08% 9.18% 0.10% 6
Safety B
25 12.61% 13.00% 0.39% 45
35 14.99% 15.13% 0.14% 16
45 17.83% 17.83% 0.00% 0
Safety C
All Ages 14.33% 14.33% 0.00% 0

1. Final member contribution rates will not be determined until the June 30, 2022 actuarial valuation is completed.

2. Average increases are based on the estimated percent of pay increase and the average monthly compensation
for active members of the specified plan.

This work product was prepared solely for LACERA for the purposes described herein and may not be appropriate to use for other purposes. Milliman does
not intend to benefit and assumes no duty or liability to other parties who receive this work. Milliman recommends that third parties be aided by their own 2
actuary or other qualified professional when reviewing the Milliman work product.
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Economic Assumptions

Section 4 discusses the economic assumptions: price inflation, general wage growth (which includes price
inflation and productivity), payroll growth, investment return, and future retiree COLA increases. There have been
significant changes in the economic environment since the last experience study; however, we believe the current
assumptions remain appropriate and we are recommending no change.

Balancing both the current high price inflation and forecasts that are somewhat lower than the current
assumption, we recommend the price inflation assumption remain at 2.75%. Related to the price inflation
assumption, we also recommend the following.

=  We recommend the 2.75% price inflation we applied both on a local basis (indirectly affecting general
wage growth, payroll and COLA assumptions) and a national basis (indirectly affecting the investment
return assumption).

=  We recommend the wage inflation assumption remain equal to the local price inflation plus 0.5%, for a
total of 3.25%, as there is a high correlation between price and wage inflation.

= We recommend no change in the assumed cost-of-living adjustment (COLA) for retiree benefits, which is
equal to the price inflation assumption subject to plan maximum increases and COLA accumulation bank
levels. Due to current COLA accumulation bank levels, the assumed COLA for Plan A retirees retired
before April 1, 2022 is 3.0%. For other Plan A retirees the assumed COLA is equal to local price inflation.
For all other plans the assumed COLA is 2.0% (with pro-rata adjustment based on pre-2002 service for
General Plan E).

Based on the January 2022 capital market assumptions, there was less than a 50% probability that the current
investment return of 7.0% would be met over the next 10 to 20 years; however, recent changes in the economic
environment have increased the expected return as of July 2022 to at or above the 7.0% return. Considering both
the January and July 2022 expected returns, we are recommending retaining the investment return assumption of
7.0%.

This work product was prepared solely for LACERA for the purposes described herein and may not be appropriate to use for other purposes. Milliman does
not intend to benefit and assumes no duty or liability to other parties who receive this work. Milliman recommends that third parties be aided by their own 3
actuary or other qualified professional when reviewing the Milliman work product.



Milliman 2022 Investigation of Experience
Los Angeles County Employees Retirement Association Executive Summary and Recommendations

The following table shows our recommended economic assumptions which are equal to the current assumption.

Assumption Current = Proposed

Investment Return" 7.00%
National Price Inflation 2.75%
Local Price Inflation 2.75%
Wage Growth 3.25%
Payroll Growth 3.25%
COLAs for Retirees (Plan A / Other Plans)? 2.75% / 2.00%

1. Net of both investment and administration expenses. For GASB financial reporting, the recommended
investment return assumption is 0.15% higher.

2. The first of the two numbers applies to Plan A; the second number applies to the remainder of the plans
(although the Plan E COLA is pro-rated percentage of 2.00% based on pre-2002 service). To account for
existing Plan A COLA accumulation balances, retirees and beneficiaries with a retirement date prior to April 1,
2022 are assumed to receive a 3.00% annual COLAs.

Analysis by Compensation Level

In our analysis of the active demographic assumptions (merit salary, active death, service retirement, disability,
and termination), we reflect the impact of compensation levels by weighting the results by compensation. That is,
a member with annual compensation of $80,000 has twice the impact on the observed rates in comparison to a
member with annual compensation of $40,000. We observed some differences in member behavior based on
compensation. For example, members with higher levels of compensation tended to have higher probabilities of
retiring at a given age. These compensation-weighted probabilities are shown as the “Actual” bars in the graphs in
Section 5 through Section 9. This approach is consistent with the previous experience study.

Merit Salary Increases

Section 5 discusses the individual salary increases due to promotion and longevity — the merit component of
salaries. Merit salary increases were generally higher than the assumed increases. We are recommending
increases in the assumption for both General and Safety members at most service levels to reflect actual
experience.

Death from Active Status
Section 6 discusses the probability of a member dying while in active employment.

For nonservice-connected deaths, the actual rates were greater than what the current assumptions predicted.
This experience is likely at least partially related to the pandemic, and as a consequence we are recommending
no update to the base mortality tables, nor the plan and gender-specific adjustment factors applied to those base
rates. However, we are recommending an update to the mortality improvement scale from the ultimate rate of MP-
2014 to the ultimate rate of MP-2021. MP-2021 is the most recent mortality improvement scale published by the
Society of Actuaries (SOA) and we believe it is appropriate to use in the valuation of LACERA. This change will
result in lower mortality rates for most active members.

For the service-connected death assumption, we are not recommending a change given the limited data for this
assumption.
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Service Retirement

Section 7 discusses the probability of an eligible active member taking a service retirement at a specific age and
service level. The results of our study showed actual retirement rates, weighted by compensation, that were
approximately 25% higher than those expected by the assumptions. As noted above, we believe a portion of
these extra retirements is related to the pandemic and not necessarily indicative of a long-term trend. As such,
our recommendation will not reflect this experience to the extent it is not supported by the experience from earlier
study periods.

Historically, rates of retirement have been analyzed based on a members’s age and membership class. We have
observed that rates of retirement also vary based on a member’s years of service. That is, a member age 60 with
30 years of service is more likely to retire than a member age 60 with 10 years of service.

Based on the above, we are recommending modest adjustments to the age-based service retirement rates, and
the addition of service-based adjustment factors to reflect different rates of retirement for similarly aged members
with a different number of years of service. These revisions are projected to provide a better estimate of liabilities
and cashflows.

The following graph shows the actual experience for all members from the current experience study (light blue
bars). The proposed assumptions are shown as an orange line and compared to the current assumptions (green
line).
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Disability Retirement

Section 8 discusses the probability of an active member becoming disabled. We studied both service-connected
disability and nonservice-connected disability.

We have found that in many systems, including LACERA, there is generally at least a six-month lag between the
actual occurrence of a disability retirement and the subsequent approval and reporting of that same retirement,
which can lead to underreporting of disability retirements. After accounting for this reporting lag, the actual
number of disability retirements, specifically service-connected disability retirements, is higher than expected by
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the assumptions. As a portion of these disability retirements could be due to the pandemic, we are recommending
no change to the disability retirement assumptions. However, if this experience continues over the next study
period we will likely recommend changes to these assumptions.

Termination

Section 9 summarizes the results of our study of terminations of employment for reasons other than death,
service retirement, or disability. As used in the actuarial valuation, termination rates refer to both voluntary and
involuntary terminations of employment.

The results of our study showed actual termination rates, weighted by compensation, that were approximately
50% higher than those expected by the assumptions. As noted above, we believe a portion of these extra
terminations is related to the pandemic and not necessarily indicative of a long-term trend. As such, our
recommendation will not reflect this experience to the extent it is not supported by the experience from earlier
study periods.

The following graph shows the actual experience for all members from the current experience study (light blue
bars), as well as the actual experience from the prior experience study (dark gray bars). The proposed
assumptions are shown as an orange line and compared to the current assumptions (green line).
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For General Plan D and G members we are recommending increases to the termination rates at service less than
10 years, and small decreases between 10 and 20 years of service. We are also recommending minor changes
for Safety and General Plan E members.

Probability of Refund

In Section 10, we report the actual number of vested members electing a refund upon termination was 92% of the
expected number. We are recommending small reductions in this assumption for General members to reflect the
recent experience.
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Retiree Mortality

The mortality assumption is used to predict the life expectancy of both members currently in pay status and those
expected to receive a benefit in the future. The results of the study showed there were approximately 7% more
deaths than the assumptions predicted. Since retirees with larger-than-average benefits tend to have lower
mortality than those with smaller-than-average benefits we reflect the impact of benefit amounts by weighting the
results based on the benefit amount. This approach is consistent with the prior experience study.

Although we observed more deaths than expected, it can be assumed that a portion of these “excess deaths”
were related to the pandemic, and may not be expected to be part of a long-term trend. As a consequence we are
recommending no update to the base mortality tables, nor the plan and gender-specific adjustment factors applied
to those base rates. However, we are recommending an update to the mortality improvement scale from the
ultimate rate of MP-2014 to the ultimate rate of MP-2021. MP-2021 is the most recent mortality improvement
published by the Society of Actuaries (SOA) and we believe it is appropriate to use in the valuation of LACERA.
This change will result in higher mortality rates (and shorter life expectancy) for most retired members.

Additional details are provided in Section 11.

Miscellaneous Assumptions

Section 12 discusses some other assumptions that are made. We are recommending the following:

= Modifying the assumption that a female member will have an eligible survivor at retirement who is eligible
for the unreduced continuance benefit from a 50% probability to a 48% probability.

= Changing the assumption that an active male’s beneficiary is 4 years younger to 3 years younger.

= Updating the current assumption for the probability of a deferred vested member establishing reciprocity
and retiring with another system — from 16% to 17% for General members and from 35% to 36% for
Safety members.
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Summary of Recommendations

The following table summarizes our recommendations. The next section provides an overview of the financial
impact of these proposed changes.

Assumption Recommendation

Actuarial Methods Exclude STAR Reserve from Valuation Assets.
Amortize benefit changes / improvements that increase UAAL over 10 years.

Modify the asset valuation method to include an offsetting of gains and losses prior
to applying asset smoothing.

Other Actuarial Update operating tables used in the calculation of optional forms of payment to
Methods include recommended changes.
Economic Assumption Current = Proposed
Investment Return 7.00%
National Price Inflation 2.75%
Local Price Inflation 2.75%
Wage Growth 3.25%
Payroll Growth 3.25%
COLAs for Retirees (Plan A / Other Plans) 2.75% 1 2.00%
Merit Salary Increase Increases, particularly at longer service durations.
Death While Active Update mortality improvement scale to ultimate rates of MP-2021.
Service Retirement Change to reflect the impact of a member’s service on retirement probabilities.

Disability Retirement No change.

Termination Increases in rates at lower levels of service, primarily for General members.
Probability of Refund Small reductions.

Retiree Mortality Update mortality improvement scale to ultimate rates of MP-2021.
Miscellaneous Minor changes.

Estimated Financial Impact

The following exhibit is designed to give the reader an idea of how the proposed changes may affect LACERA as
a whole. Note that these estimates represent the immediate impact. Ultimately, the long-term cost of any
retirement system is based on the benefits provided by employers, and the actual experience of the system.

The financial impact was evaluated by performing additional valuations with the June 30, 2021 valuation data and
benefits, and reflecting the proposed assumption changes. This allows us to evaluate the relative financial impact
of the various proposed changes; however, it should be noted that these are just estimates and the actual impact
may vary when the June 30, 2022 valuation is completed. We have projected these results forward to June 30,
2022. Note that the impact of the various assumption changes by component is somewhat dependent on the
order in which they are evaluated.
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Projected Results of June 30, 2022 Valuation
With Proposed Assumptions

Funded Total Employer Contribution

Ratio % of Payroll $ millions
June 30, 2021 Valuation 79.3% 24.5% $ 2,205
|
Estimated June 30, 2022 Valuation 81.0% 24.2% $ 2,178

(before changes)

Recommended Actuarial Method Changes

Alternate Asset Smoothing 0.0% 0.2% $

Exclude STAR Reserve from Funding Assets -0.5% 0.5% 44
Total Method Changes -0.5% 0.7% $ 62

Recommended Economic Assumption Changes
Economic Assumptions 0.0% 0.0%
Recommended Demographic Assumption Changes

Merit Salary Increases -0.5% 0.7% $ 62
Service Retirement -0.9% 1.1% 98
Mortality 0.5% -0.6% (52)
Other 0.1% -0.2% (15)
Demographic Assumption Changes -0.8% 1.0% $ 93

Recommended Changes

Total Recommended Changes -1.3%

Estimated June 30, 2022 Valuation 79.7% 25.9% $ 2,333
(with all changes)

1. Impact estimated based on June 30, 2021 actuarial valuation. New assumptions will be implemented with the
June 30, 2022 actuarial valuation and affect contribution rates effective July 1, 2023, so actual results will vary.

2. Impact of proposed changes will vary by plan; however, relative increase for the combined General plans and
the combined Safety plans should be similar.

Conclusion

We recommend that the Board adopt the proposed actuarial assumptions and methods shown in Appendix A. We
believe these assumptions reasonably reflect future expectations.
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2. Introduction

Funding and Valuation Principles

While our goal is to make the best possible estimate of future experience, it is important for the Board to
recognize that the future will almost certainly differ from our current best efforts to forecast it. Routine scheduled
evaluations of the actuarial assumptions, such as through this experience investigation, are a sound methodology
to identify where assumptions differ from emerging experience and to fine-tune the actuarial estimates to keep
them as close as possible to emerging experience.

It is expected that there will be years in which the actual investment return will exceed the actuarial assumption,
and there will be years when the actual experience will not meet the assumed rate. It is the annualized expected
median long-term rate that is used to actuarially project and finance the retirement benefits.

A higher investment return assumption will tend to result in lower required contributions in the short term (and
higher required contributions in the long term), while a lower investment return assumption will tend to require
higher contributions in the short term (and lower required contributions in the long term). However, the actual
contributions will ultimately be determined by the actual experience, so in the long term, this should approximately
balance out.

The actuarial assumptions are usually divided into two groups: economic and demographic. The economic
assumptions must not only reflect LACERA’s actual experience but also consider the long-term expectation of
future economic growth for the nation as well as the global economy:.

The non-economic, or demographic assumptions, are based on LACERA’s actual experience, adjusted to reflect
trends and historical experience. Thus, the economic assumptions are more subjective than the demographic
assumptions, and the demographic assumptions are much more dependent on recent experience.

Overview

This report presents the results of an investigation of the recent actuarial experience of LACERA. We will refer to
this investigation as an experience study.

Throughout this report, we refer to "expected" and "proposed" actuarial assumptions. The "expected"
assumptions are those used for our actuarial valuation of LACERA as of June 30, 2021. They may also be
referred to as the "current" assumptions. The current assumptions and methods were adopted by the Board
based on Milliman’s 2019 experience study. The "proposed" or "recommended" assumptions are those we
recommend for use in the valuation as of June 30, 2022 and for subsequent valuations until further changes are
made.

The choice of economic assumptions (price inflation, investment return, general wage growth, payroll growth, and
retiree COLA increase) is discussed in Section 4 of this report. These assumptions are generally chosen on the
basis of expectations as to the effect of future economic conditions on the operation of LACERA.

Sections 5 through 12 of this report show the results of our study of demographic assumptions. These
assumptions tend to be more objective than the economic assumptions. The exhibits are detailed comparisons
between actual and expected decrements (members leaving active or retired status, for reasons such as
retirement or death) on both the current and proposed bases. Each exhibit is identified by two numbers
corresponding to the section of the report and the specific exhibit within that section. For example, Exhibit 7-1 is
referred to in Section 7, retirement rates.
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For each type of assumption, graphs show the actual, the expected and proposed rates, usually by some
combination of gender, plan, years of service, and age. Ratios larger than 100% on the current basis generally
indicate that the rates may need to be raised; ratios smaller than 100% generally indicate that rates may need to
be lowered.

For each exhibit, the actual decrement rates for the current and prior period are shown as bar graphs on either a
quinquennial-age basis, a years-of-service basis, or on an age-by-age basis. The current assumptions — the
"expected" rates — used in the June 30, 2021 actuarial valuation, are shown, as well as the new proposed
assumptions, as line graphs. Therefore, the assumption changes we are proposing are illustrated by the
difference between the two lines in each exhibit. Note that in cases where no change is being proposed, only the
proposed rate line is shown. On most graphs, we have also shown the actual results from the prior study period
for comparison.

Actuarial Standard of Practice No. 27

The Actuarial Standards Board has adopted Actuarial Standard of Practice (ASOP) No. 27, Selection of Economic
Assumptions for Measuring Pension Obligations. This standard provides guidance to actuaries giving advice on
selecting economic assumptions for measuring obligations under defined benefit plans such as LACERA.

Because no one knows what the future holds, the best an actuary can do is to use professional judgment to
estimate possible future economic outcomes. These estimates are based on a mixture of past experience, future
expectations, and professional judgment. The actuary should consider a number of factors, including the purpose
and nature of the measurement, and appropriate recent and long-term historical economic data. However, the
standard explicitly advises the actuary not to give undue weight to recent experience.

ASOP 27 states that each economic assumption selected by the actuary should be reasonable. The assumption
is reasonabile if it has the following characteristics:

= |tis appropriate for the purpose of the measurement.

= |t reflects the actuary’s professional judgment.

= |t takes into account relevant historical and current economic data.

= |t reflects the actuary’s estimate of future experience and observation of the estimates in market data.

= It has no significant bias (i.e., it is not significantly optimistic or pessimistic), but may specifically make
provision for adverse deviation.

Each economic assumption should individually satisfy this standard. Furthermore, with respect to any particular
valuation, each economic assumption should be consistent with every other economic assumption over the
measurement period.

In our opinion, the economic assumptions we recommend for Retirement Board consideration in this report have
been developed in accordance with ASOP No. 27.

Actuarial Standard of Practice No. 35: Selection of Demographic Assumptions

Actuarial Standard of Practice No. 35 (ASOP No. 35) governs the selection of demographic and other non-
economic assumptions for measuring pension obligations. ASOP No. 35 states that the actuary should use
professional judgment to estimate possible future outcomes based on past experience and future expectations,
and select assumptions based upon application of that professional judgment. The actuary should select
reasonable demographic assumptions in light of the particular characteristics of the defined benefit plan that is the
subject of the measurement.
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ASOP 35 Steps

The actuary should follow these steps in selecting the demographic assumptions:

1. Identify the types of assumptions. Types of demographic assumptions include but are not limited to:
retirement, mortality, termination of employment, disability, election of optional forms of payment,
administrative expenses, family composition, and treatment of missing or incomplete data. The actuary should
consider the purpose and nature of the measurement, the materiality of each assumption, and the
characteristics of the covered group in determining which types of assumptions should be incorporated into
the actuarial model.

2. Consider the relevant assumption universe. The relevant assumption universe includes experience
studies or published tables based on the experience of other representative populations, the experience of
the plan sponsor, the effects of plan design, general trends, and future expectations.

3. Consider the assumption format. The assumption format includes whether assumptions are based on
parameters such as gender, age, service, or calendar year. The actuary should consider the impact the
format may have on the results, the availability of relevant information, the potential to model anticipated plan
experience, and the size of the covered population.

4. Select the Specific Assumptions. In selecting an assumption the actuary should consider the potential
impact of future plan design as well as the factors listed above.

5. Select a Reasonable Assumption. The assumption should be expected to appropriately model the
contingency being measured. The assumption should not be anticipated to produce significant actuarial gains
or losses.

ASOP 35 General Considerations and Application

Each individual demographic assumption should satisfy the criteria of ASOP No. 35. In selecting demographic
assumptions, the actuary should also consider: the internal consistency between the assumptions, materiality,
cost effectiveness, and the combined effect of all assumptions. At each measurement date, the actuary should
consider whether the selected assumptions continue to be reasonable, but the actuary is not required to do a
complete assumption study at each measurement date. In our opinion, the demographic assumptions
recommended in this report have been developed in accordance with ASOP No. 35.

Actuarial Standard of Practice 44: Selection and Use of Asset Valuation Methods for Pension Valuations

Actuarial Standard of Practice No. 44 (ASOP No. 44) governs the selection of asset valuation methods. For plans
using an asset smoothing method, considerations include: 1) whether actuarial investment gains and losses are
recognized over a reasonable period of time; 2) whether there is any significant bias toward the smoothed value
overstating or understating compared to the market value; and 3) whether realized and unrealized actuarial
investment gains and losses are treated similarly. In our opinion, the asset valuation method recommended in this
report has been developed in accordance with ASOP No. 44.
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3. Actuarial Methods

As part of the triennial investigation, we have reviewed the valuation methods and other issues related to the
actuarial assumptions. Actuarial Standard of Practice (ASOP) No. 4, Measuring Pension Obligations and
Determining Pension Plan Costs and Contributions, provides guidance to actuaries giving advice on selecting
actuarial methods for defined benefit plans. Actuarial Standard of Practice (ASOP) No. 44, Selection and Use of
Asset Valuation Methods for Pension Valuations, provides guidance on methods for recognizing investment gains
and losses through the asset valuation method. As part of the current experience study, we reviewed the
valuation methods and other issues related to the actuarial assumptions in the context of these ASOPs. This
section contains a discussion of actuarial cost methods, the valuation of assets, and other miscellaneous
assumptions used in the valuation.

Actuarial Cost Method

The actuarial valuation is prepared using the entry age actuarial cost method. We believe that this cost method is
appropriate for LACERA’s valuation. It is also the cost method that is required for financial reporting under GASB
Statements 67 and 68. We recommend no change. Note that this is by far the most common method used for
public sector retirement systems (used by about 90% of large public retirement systems), as it results in more
stability in normal costs and provides a level allocation of costs as a percentage of pay over each individual's
working lifetime. The entry age actuarial cost method satisfies the requirements of ASOP No. 4 for cost methods.

Valuation Assets

We believe that the current asset valuation method where actuarial asset gains and losses are smoothed over
five years is appropriate for LACERA'’s valuation. A five-year period is used by a majority of large public
retirement systems. We are recommending one modification which should result in slightly smoother employer
contribution rates in the future:

To the extent that there is a loss for the year and there are unrecognized gains from previous years, or to the
extent that there is a gain for the year and there are unrecognized losses from previous years, the gain or loss
for the year shall be used to offset unrecognized gains or losses from previous years in the order of oldest to
most recent. Any remaining gain or loss for the year is recognized over a five-year period.
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Actuarial Methods

Based on our analysis, the addition of the offsetting should result in slightly smoother employer contribution rates.
As an example, if LACERA's returns for the last 25 years were to repeat over the next 25 years and all other
assumptions are met, we see a slightly smoother employer contribution rate pattern under the offsetting method
(green lines) than under the current method without offsetting (blue lines).
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The proposed asset valuation method satisfies the requirements of ASOP No. 44 that discusses the selection of

asset valuation methods.

It should be noted that the California Actuary Advisory Panel (CAAP) has published a paper on model actuarial
funding policies which include guidelines for asset smoothing. LACERA’s method of five-year smoothing without a
corridor falls in the “Acceptable Practices” category under these guidelines (categories described below for
reference). We do not believe the addition of the offsetting of asset gains and losses would change this.The main
difference between LACERA’s method and the method described in the “Model Practices” is that the model
practicel includes a corridor of no greater than 50% to 150%, and LACERA has no corridor for five-year
smoothing. We believe a five-year period is short enough that a corridor is not needed.

Categories Under CAAP Guidelines

Model Practices

Acceptable Practices

Acceptable Practices
with Conditions

Non-Recommended
Practices

Unacceptable
Practices

Those practices most consistent with the Level Cost
Acturial Model (LCAM) developed by CAAP.

Generally those which, while not consistent with the LCAM,
are well established in practice and typically do not require
additional analysis.

May be acceptable in some circumstances either to reflect
different policy objectives or on the basis of additional
analysis.

Systems using these practices should acknowledge the
policy concerns identified in the CAAP Guidelines.

No description provided by CAAP, but implication appears
to be clear.
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Amortization of UAAL

Under LACERA'’s current amortization policy, annual changes in the Unfunded Actuarial Accrued Liability (UAAL)
are funded over separate 20-year periods as a level percentage of payroll. These annual payments are referred to
as “layers.” This approach of amortizing the changes in the UAAL due to assumption changes and actuarial gains
and losses over 20 years is consistent with actuarial guidance and similar to other California retirement systems.

We are recommending one modification to better comply with actuarial guidance. If there is an increase in the
UAAL due to changes in the benefit provisions, we recommend the impact of the increase be amortized over a
10-year period.

Treatment of STAR Reserve

Under LACERA'’s funding policy, the reserve value for STAR benefits is included.in the Valuation Assets;
however, the liability for any STAR benefits that may be granted in the future is not included in the liability portion
of valuation. We recommend the valuation be changed to exclude the STAR reserve from the Valuation Assets for
consistency with the treatment of STAR benefits.

Administrative Expense Treatment

Expenses are reflected in the valuation either implicitly or explicitly. Under the implicit method, an adjustment is
made to the investment return assumption to reflect that administrative expenses are paid from investment
earnings. Under the explicit method, the member and/or employer contribution rates are loaded by a percentage
or amount to estimate the administrative expenses for the coming year. LACERA uses the implicit method. We
believe this method is appropriate for LACERA and recommend continued usage.

Operating Tables

We are recommending a change in mortality projection assumption. If this change is adopted, the operating tables
should be updated to reflect the change.

Blended Mortality Table
We have studied the following factors that apply to the blended mortality tables used in the operating factors:

= Gender Proportion: In the prior study, we found that males account for 33% of the total present value of
benefits for current General members and 86% for current Safety members.

We are recommending the General Unisex mortality table use a blending of 35% male and 65% female
(no change) and the Safety Unisex mortality table use a blending of 85% male and 15% female (no
change).

= Assumed Retirement Year: Since a generational mortality assumption is complex administratively to
apply for operating tables, we recommend a static projection of mortality rates be used instead. To
generate the static mortality table we recommend using the average retirement age of General (age 64)
and Safety members (age 56) and project the base mortality table rate to 2026 for that age. Mortality
rates at all other ages would then be projected to the corresponding year based on the average
retirement age in 2026. For example, age 64 is the average retirement age for General members, so the
mortality base table rate for age 64 is projected to 2026. The mortality rate at age 74 (10 years from age
64) would then be the base table rate for age 74 projected an additional 10 years to 2036. Note that we
recommend that the projected mortality rates be limited such that the rates not be greater than the
corresponding base mortality rate.
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= Retirement Type: LACERA uses healthy mortality (i.e., the mortality table used for service retirees) in
cases where a member retires as a disability, but the benefit is based on the service retirement formula.
We believe this continues to be a reasonable approach.

Reflecting the proposed assumptions in the optional monthly annuities would result in changes in the modified (or
Unmodified Plus) benefit amount for future retirees who elect optional forms of payment. It would not affect the
unmodified benefit.

Sample member contribution rates are shown in the following table. Note that all estimated member contribution
rates include the proposed demographic assumption changes and are the total member rate (i.e., Normal +
COLA).

Estimated Member Contribution Rates"

Estimated Estimated Monthly Increase
T o of Pav_____ Average ¢
Current New % of Pay Average $
General D
25 6.95% 7.18% 0.23% $ 19
35 8.56% 8.77% 0.21% 17
45 10.49% 10.63% 0.14% 11
General G
All Ages 9.08% 9.18% 0.10% 6
Safety B
25 12.61% 13.00% 0.39% 45
35 14.99% 15.13% 0.14% 16
45 17.83% 17.83% 0.00% 0
Safety C
All Ages 14.33% 14.33% 0.00% 0

1. Final member contribution rates will not be determined until the COLA portion is calculated in the June 30,
2022 actuarial valuation.

2. Average increases are based on the estimated percent of pay increase and the average monthly
compensation for active members of the specified plan.
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4. Economic Assumptions

Actuarial Standard of Practice (ASOP) No. 27, Selection of Economic Assumptions for Measuring Pension
Obligations, provides guidance to actuaries giving advice on selecting economic assumptions for measuring
obligations under defined benefit plans. As future events are unknown, the best an actuary can do is to use
professional judgment to estimate possible future economic outcomes. These estimates are based on a mixture
of past experience, future expectations, and professional judgment. The actuary should consider a number of
factors, including the purpose and nature of the measurement, and appropriate recent and long-term historical
economic data. However, the standard explicitly advises the actuary not to give undue weight to recent
experience. To meet the standard, the assumption should reflect “the actuary’s estimate of future experience” and
“it has no significant bias (i.e., it is not significantly optimistic or pessimistic)...”

Each economic assumption should individually satisfy this standard. Furthermore, with respect to any particular
valuation, each economic assumption should be consistent with every other economic assumption over the
measurement period.

This section will discuss the economic assumptions. We have recommended no changes in these assumptions.
We believe this set of assumptions satisfies ASOP No. 27.

The following table shows the current economic assumptions which is also our recommendation.

Assumption Current = Proposed

Investment Return!” 7.00%
National Price Inflation 2.75%
Local Price Inflation 2.75%
Wage Growth 3.25%
Payroll Growth 3.25%
COLAs for Retirees (Plan A / Other Plans)® 2.75% / 2.00%

1. Net of both investment and administration expenses. For GASB financial reporting, the recommended
investment return assumption is 0.15% higher.

2. The first of the two numbers applies to Plan A; the second number applies to the remainder of the plans
(although the Plan E COLA is pro-rated percentage of 2.00% based on pre-2002 service). To account for

existing Plan A COLA balances, retirees and beneficiaries with a retirement date prior to April 1, 2022 are

assumed to receive 3.00% annual COLAs.
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1. Price Inflation

Use in the Valuation

When we refer to inflation in this report, we are generally referring to price inflation, both on a local and national
basis. The national inflation assumption has an indirect impact on the results of the actuarial valuation through the
development of the investment return assumption. The local price inflation affects the general wage increases and
the payroll increase assumption. The price inflation assumptions do not have a direct impact on the valuation
results, except where it affects the assumed COLA to be paid (local inflation) and the assumed increase in the
PEPRA wage limit (national inflation).

The long-term relationship between inflation and investment return has long been recognized by economists. The
basic principle is that the investors demand a “real return” — the excess of actual investment returns over national
inflation. If inflation rates are expected to be high, investors will demand investment returns that are also expected
to be high enough to exceed inflation, while lower inflation rates will resultin lower expected investment returns,
at least in the long run.

The current valuation assumption for both local and national inflation is 2.75% per year. Our recommendation is to
retain the assumption.

Historical Perspective

The data for inflation shown below is based on the national Consumer Price Index, US City Average, All Urban
Consumers (CPI-U) as published by the Bureau of Labor Statistics.

Although economic activities in general and inflation in particular, do not lend themselves to prediction on the
basis of historical analysis, historical patterns and long term trends are a factor to be considered in developing the
inflation assumption.

There are numerous ways to review historical data, with significantly differing results. The table below shows the
compounded annual inflation rate for various 10-year periods, and for the 50-year period ended in December
2021. Note that the 50-year average is heavily influenced by the inflation of the late 1970s and early 1980s. The
last 30 years have averaged closer to 2.5% on both a local and national basis.

CPI Increase

Decade National Local
2012-2021 2.1% 2.6%
2002-2011 2.5% 2.7%
1992-2001 2.5% 2.2%
1982-1991 3.9% 4.1%
1972-1981 8.6% 8.9%

Prior 50 Years
1972-2021 3.9% 4.1%

The inflation assumption as it relates to the investment return assumption should be based more on national and
even global inflation; whereas, the inflation assumption used in the wage growth, payroll growth, and COLA
increase assumptions is tied to inflation in California. There have been differences between U.S. and Los
Angeles-area CPI changes over time. For the 50-year period from 1972 to 2021 the CPI increase for the Los
Angeles area has been on average 0.17% higher than national inflation.
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The following graph shows historical CPI increases since 1990. The national CPI increase has generally been
less than 2.75% over the last 10 years of the period, with 2021 being a notable exception. Also shown for
comparison are CPI increases specific to the Los Angeles area, which has exceeded national CPI by about
0.10% on average over the 30-year period shown.
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Forecasts of Inflation

Since 2020, national and local CPI has exceeded the assumed 2.75%, and most forecasts are for this to continue
in the near term. Over the longer term, CPI is expected to decline as the Federal Reserve has a stated goal of
inflation closer to 2.0%. However, it is uncertain over what time period that will occur and what inflation level will
be reached. Most long-term forecasts of national inflation are lower than 2.75% although they have increased in
response to economic conditions, and many investment consultant’s 10-year estimate of average annual inflation
is higher than their 20-year estimate.

Since the U.S. Treasury started issuing inflation indexed bonds (TIPS), it is possible to determine the approximate
rate of inflation anticipated by the financial markets by comparing the yields on inflation indexed bonds with
traditional fixed government bonds. Current market prices as of November 2022 suggest investors expect inflation
to be 2.74% over the next 20 years and 2.46% over the next 30 years. Most long-term forecasts of future price
inflation by economists and investment professionals are lower than 2.75%, although they are generally greater
than 2.0%.

Additionally, we reviewed the expected increase in the CPI by the Office of the Chief Actuary for the Social
Security Administration. In the 2022 Trustees Report, the projected average annual increase in the CPI over the
next 75 years under the intermediate cost assumptions was 2.40%.
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Recommendation

We considered both the current high inflationary environment and long-term forecasts that are generally lower
than the current 2.75% assumption. We recommend leaving the local and national inflation assumptions at
2.75%, which is consistent with the implied inflation from TIPS over the next 20 years.

Consumer Price Inflation (Local and National)

Current Assumption 2.75%

Recommended Assumption 2.75%
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2. Wage and Payroll Growth

Use in the Valuation

Estimates of future salaries are based on two types of assumptions: 1) general wage increase and 2) merit
increase. Rates of increase in the general wage level of the membership are directly related to inflation, while
individual salary increases due to promotion and longevity generally occur even in the absence of inflation. The
promotion and longevity assumptions, referred to as the merit scale, will be reviewed with the other demographic
assumptions (see Section 5).

The current assumption is for wage growth of 0.50% above the inflation assumption.

Historical Perspective
We have used statistics from the Social Security Administration on the National Average Wage back to 1972.

There are numerous ways to review this data. For consistency with our observations of other indices, the table
below shows the compounded annual rates of wage growth for various 10-year periods and for the 50-year period
ending in 2021. The excess of wage growth over price inflation represents “productivity” (or the increase in the
standard of living, also called the real wage inflation rate).

Wage CPI Real Wage

Period Growth Increase Inflation
2012-2021 3.2% 2.1% 1.1%
2002-2011 2.9% 2.3% 0.6%
1992-2001 3.4% 2.4% 1.0%
1982-1991 3.7% 2.8% 0.9%
1972-1981 4.5% 3.9% 0.6%

Prior 50 Years

1972-2021 4.5% 3.9% 0.6%

LACERA-Specific Experience

We reviewed the increase in the average compensation for LACERA members since 1989. Over that period, the
average compensation increased by 3.19% annually, compared to a 2.61% average annual increase in inflation.
Therefore, for LACERA members only, we estimate real wage inflation has averaged 0.58% (3.19% less 2.61%)
over the last three decades.

Forecasts of Future Wages

Wage inflation has been projected by the Office of the Chief Actuary of the Social Security Administration. In the
2022 Trustees Report, the ultimate long-term annual increase in the National Average Wage is estimated to be
1.15% higher than the Social Security intermediate inflation assumption of 2.4% per year.

Recommendation

Over the last 50 years, the actual experience, on a national basis, has been close to the current assumption,
although this has varied considerably by decade, with the last 10 year’s real wage inflation exceeding the
assumption. Actual experience for employees participating in LACERA has also been close to the assumption
over the last 30 years. We believe that wages will continue to grow at a greater rate than prices over the long
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term, although not to the extent projected by Social Security. We are recommending that the long-term assumed
real wage inflation rate remain at 0.50% per year.

Real Wage Inflation Rate

Current assumption 0.50%

Recommended assumption 0.50%

The wage growth assumption is the total of the local price inflation assumption and the real wage inflation rate. If
the real wage inflation assumption remains at 0.50% and the local price inflation assumption is set at 2.75%, this
would result in a total wage growth assumption 3.25%.

Payroll Increase Assumption

In addition to setting salary assumptions for individual members, the aggregate payroll of LACERA is expected to
increase, without accounting for the possibility of an increase (or decrease) in membership. See comments on
growth in membership discussed below.

The current payroll increase assumption is equal to the general wage growth assumption of 3.25%. It is our
general recommendation to set these two assumptions to be equal, unless the active population is projected to
decline or there is projected to be a material change in the make-up of the population. Over the past 20 years
LACERA has experienced an overall increase in its active population, and we believe it is reasonable to assume
the active population will remain at approximately the current level. We are not aware of any expected changes in
the make-up of the population (such as an increased proportion of lower paid employees) that would materially
affect the payroll. Therefore, we are recommending that the payroll increase assumption continue to be set equal
to total wage growth assumption.

Growth in Active Membership

We propose continuing the assumption that no future growth or decline in active membership will occur. This
assumption affects the Unfunded Actuarial Accrued Liability (UAAL) amortization payment rate. With no assumed
growth in membership, future salaries are assumed to grow due to wage growth increases only. If increases
should occur because of additional members, there will be a larger pool of salaries over which to spread the
UAAL, if any, resulting in an actuarial gain.
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3. Investment Return

Use in the Valuation

The investment return assumption is one of the primary determinants in the calculation of the expected cost of
LACERA’s benefits, providing a discount of the future benefit payments that reflects the time value of money. This
assumption has a direct impact on the calculation of liabilities, normal costs, member contribution rates, and the
factors for optional forms of benefits. The current investment return assumption for LACERA is 7.00% per year,
net of all administrative and investment-related expenses.

January 2022 Expected Long-Term Investment Return

To estimate the expected long-term return we have looked at capital market assumptions from three sources:
Milliman, Meketa (LACERA’s external investment consultant, and a survey of other investment consulting firms
(Horizon Survey of Capital Market Assumptions, 2022 edition). We have combined these capital market
assumptions with LACERA’s target asset allocation. The target asset allocation is summarized in the following
table:

Target
Class Allocation
Global Equity 32%
Private Equity 17%
Non-Core Private Real Estate 4%
Liquid Credit 4%
llliquid Credit 7%
Core / Value-Add Real Estate 6%
Natural Resources / Commodities 3%
Custom Infrastructure 5%
TIPs 3%
Investment Grade Bonds 7%
Custom Hedge Funds 6%
Long-Term Government Bonds 5%
Cash Equivalents 1%
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Combining the capital market assumptions with the target asset allocation policy, we calculated both the 10- and
20-year expected returns for each of the three sources. These expected returns have been reduced for
administrative and investment expenses, as discussed later, and are the median expected return on a geometric
basis for LACERA’s assets. Note that we have also indicated the associated inflation assumptions for the capital
market assumptions. A higher inflation assumption will generally lead to a higher expected return.

2022 Beginning of Year Meketa Milliman Horizon
Based on 10-Year Assumptions
Median Annualized Return 5.6% 5.8% 6.4%
Assumed Inflation 2.2% 2.4% 2.5%

Based on 20-Year Assumptions

Median Annualized Return 6.6% 6.6% 7.0%
Assumed Inflation 2.2% 2.3% 2.4%
Notes:

1. Returns are net of assumed expenses of 0.20% of assets.

2. The Horizon Survey reports a limited number of asset classes. In cases where there was not a
corresponding asset class in the survey, Milliman’s assumptions for the corresponding time horizon
were used.

3. Horizon 10-year assumptions include some consultants with less than 10 years. Horizon 20-year
assumptions include some consultants with- more than 20 years and are based on a subgroup of less
than half of the full group.

When actuaries recommend the investment return assumption, they generally consider a long-term time horizon.
As LACERA is a mature plan (over half the value of accrued liabilities are expected to be paid in the next 15
years), we have considered both the 10-year and 20-year time horizons in making our recommendation. This
reflects the time horizon over which the majority of LACERA’s acturial accrued liability is to be paid.
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July 2022 Expected Long-Term Investment Return

The capital market assumptions used in the previous calculation of the expected return were as of January 2022
(or the end of 2021). Subsequent to those capital market assumptions being determined, there has been a
significant increase in yields on fixed income and a decrease in the price-to-earnings ratio. Both Milliman and
Meketa issued mid-year updates to their capital market assumptions that reflected this changing environment.

Mid-Year Update 2022 Meketa Milliman Horizon
Based on 10-Year Assumptions
Median Annualized Return 7.3% 6.9% Not
Assumed Inflation 21% 2.5% Available

Based on 20-Year Assumptions

Median Annualized Return 7.8% 7.3% Not
Assumed Inflation 2.1% 2.4% Available
Notes:

1. Returns are net of assumed expenses of 0.20% of assets.
2. The Horizon Survey is annual, so no mid-year update is available.

The mid-year update reflects a significant increase in the expected return as compared to the beginning-of-year
forecasts.

Relationship Between Inflation and Investment Return Assumptions

The real return is the investment return that can be achieved above national price inflation. For example,
Milliman’s 10-year expected return reflecting the mid-year update of capital market assumptions is 6.9% with a
underlying price inflation assumed to be 2.5%. Therefore, using a building block approach, the real return is 4.4%
(6.9% less 2.5%). In theory, if actual inflation is consistent with the proposed assumption of 2.75%, the expected
return would by 0.25% higher at 7.15% (4.4% real return plus 2.75% inflation). However, if inflation is higher than
the underlying assumption there is generally an offsetting impact in the short-term as higher inflation generally
results in lower fixed income values. Therefore, we have considered the difference in the inflation assumptions in
our analysis, but our primary consideration is on the nominal investment return when making our
recommendations.

Administrative and Investment-Related Expenses

The investment return used for the valuation is assumed to be net of all administrative and investment-related
expenses. Most asset classes in the Milliman capital market assumptions are effectively net of investment
expenses. It is our understanding this is true for Meketa and the investment consultants included in the Horizon
survey. Asset classes that are readily marketable, such as global equity and fixed income, do not reflect expenses
in the expected return assumption. For those classes, we assume investment fees based on the cost of indexing,
as it is unlikely LACERA would pay active managers unless it was expected the net return could at least match
the index return. Additionally, we adjust for other investment-related expenses, such as custodian bank fees and
outside consultants. Our assumption is that investment expenses will be 0.05% of assets.
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The following table shows the ratio of administrative expenses to the LACERA Plan assets over the last 10 fiscal
years ending June 30. The expense ratio is calculated as the expense amount divided by the beginning asset
balance at fair market value.

($million) Beginning

Year Market Admin. Expense
Beginning Assets Amount Ratio
2012 $38,307 $54 0.14%
2013 41,774 59 0.14
2014 47,722 63 0.13
2015 48,818 67 0.14
2016 47,847 67 0.14
2017 52,743 78 0.15
2018 56,300 83 0.15
2019 58,295 85 0.15
2020 58,510 91 0.16
2021 73,012 100 0.14

For the administrative expenses, we have assumed a small increase in the assumption to 0.15% of market assets
(from 0.13%), as the actual ratio has averaged 0.15% over the last five years. Accounting for this, combined with
the 0.05% we have assumed for investment-related expenses, we have included a reduction of 0.20% in our
calculation of the expected return. For example, Meketa calculated a 7.5% 10-year expected return based on the
mid-year update; we have used 7.3% in our analysis, reflecting this 0.20% reduction.

The expense assumption does not have a direct impact on the actuarial valuation results, but it does provide a
measure of gross return on investments that will be needed to meet the actuarial assumption used for the
valuation. For example, our recommended investment return assumption is 7.0%, so LACERA would need to
earn a gross return on its assets of 7.2% in order to net the 7.0% for funding purposes.

We recommend the 0.15% adjustment for administrative expenses be added to the investment return assumption
adopted to determine the discount rate used in LACERA’s GASB 67 and 68 valuations, as GASB requires the
discount rate to be the long-term expected rate of return gross of administrative expenses, but net of investment
expenses.

Excess Earnings

Section 31592.2 of the 1937 Act provides the Retirement Board with the authority to set aside earnings of the
retirement fund during any year in excess of the total interest credited to contributions when such surplus exceeds
1.00% of the total assets of the retirement system.

Under LACERA’s Retirement Benefit Funding Policy, it is the intention of the Board of Investments to distribute no
excess earnings unless the plan is fully funded and then to only provide limited benefits on the basis of excess
earnings after the plan is fully funded. Since it is expected to be quite some time before LACERA once again
reaches full funding status, the likelihood of any excess earnings being distributed for discretionary benefits is
quite low in the foreseeable future. Further Section 7522.44 may further restrict the Board’s ability to distribute
excess earnings. Therefore, for purposes of the 2022 experience study, we do not propose to recognize any
additional excess earnings benefits for future years when setting the investment return assumption. This issue
should be addressed again in 2025 as part of the 2025 experience study.
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Economic Assumptions

If the Board of Investments determines that the fund should share excess earnings with members when times are
good, but the fund is not able to collect additional revenue when investment returns lag expectations, there is a
cost to LACERA over time. Thus, if the Board changes its policy toward excess earnings, it must find some way to
recognize an obligation for benefits attributable to excess earnings. An excess earnings policy would result in
increased payments made by LACERA to members over the long term. If these potential future benefits are not
recognized in setting the investment return assumption or in determining LACERA’s future benefit payments, the

total liabilities will be understated.

Peer System Comparison

According to the Public Fund Survey, the average investment return assumption for statewide systems has been
steadily declining. As of the most recent study, the median rate is 7.0%. The following chart shows a progression
of the distribution of the investment return assumptions. In 2001, very few systems had an assumption of 7.0% or
lower and over 80% had an assumption of 8.0% or greater. As of fiscal year 2022, over 70% have an assumption

of 7.0% or lower.
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Conclusion

Based on the January 2022 capital market assumptions, there was less than a 50% probability that the current
investment return of 7.0% would be met over the next 10 to 20 years; however, recent changes in the economic
environment have increased the expected return as of July 2022 to at or above the 7.0% return. Considering both
the January and July 2022 expected returns, we are recommending retaining the investment return assumption of
7.0%.

Investment Return (net of all expenses)

Current assumption 7.0%

Recommended Assumption 7.00%

Post-Retirement Cost-of-Living Adjustments (COLA)

The current assumption is that retiree COLAs will be equal to price inflation subject to plan maximum increases
and COLA accumulation bank levels. Due to current COLA accumulation bank levels, the assumed COLA for
Plan A retirees retired before April 1, 2022 is 3.0%. For other Plan A retirees the assumed COLA is equal to local
price inflation. For all other plans the assumed COLA is 2.0% (with pro-rata adjustment based on pre-2002
service for General Plan E). We recommend this assumption be continued.
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5. Salary Increases Due to Promotion and Longevity (Merit Increases)
As discussed in Section 4, estimates of future salaries are based on assumptions for two types of increases:

1. Increases in each individual's salary due to promotion or longevity, which occur even in the absence of
inflation; and

2. Increases in the general wage level of the membership, which are closely related to inflation and
increases in productivity.

In section 4, we reviewed the general wage growth assumption. In this section, we will study increases due to
promotion or longevity. We generally refer to these increases as merit increases.

Results

Merit increases are assumed to be related to two factors. We studied each of these factors to see if they were
significant, and, if so, what the impact was. Our findings were as follows:

= Service: Members in the early stages of their careers tend to get larger merit increases. In other studies,
we have found years of service to have the most significant impact on merit increases. We found this to
be true with LACERA.

=  Membership: The current rates assume that Safety members receive larger salary increases than
General members, particularly later in their career. Similar to prior experience studies, we observed that
Safety members received significantly larger merit increases at certain service levels (19, 24 and 29 years
of service), consistent with the 2018 contract for deputy sheriffs which includes longevity pay increases at
those service levels. Other than those service levels, we observed higher than assumed increases in
most service levels. We observed a similar trend for General members with the observed increases
exceeding the assumption, primarily at 9 or more years of service.

Methodology

In studying merit increases, we first calculated the increase in member salaries that was due to general wage
growth. We then remove this from the total salary increase actually observed for each individual in successive
years. The remaining portion of salary increase is the merit increase.

There can be significant year-to-year variations in the calculated general wage growth, and this can lead to
disparities in the observed merit salary increases. To reduce these variations, we use a 15-year period in our
studies of merit salary increases. We also reviewed the results for the prior two study periods (2016 to 2022) to
identify any trends. In general, the merit increases over the last six years have been higher than the 15-year
average; however, given the variations that can occur over shorter timeframes, we relied on the 15-year analysis
in making our recommendations.

Recommendation

For General members, merit salary increases were higher than assumed for members at all service intervals. We
recommend increases in the merit salary increase assumption for General members at service levels of 9 years
and higher to better reflect this experience. At shorter service levels we believe the current assumption remains
reasonable.

For Safety members, the main observation was that merit salary increases were higher than assumed for
members with longer service. At some shorter servihece levels we observed smaller merit salary increases than
assumed. We recommend decreases in the merit salary increase assumption at service years 2 to 5 and
increases at most service levels starting at 7 years of service. The recommended rates are shown numerically in
Appendix A.
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Exhibit 5-1
Salary Increases by Service — General Members
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Exhibit 5-2
Salary Increases by Service — Safety Members
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6. Death from Active Status

We studied rates of mortality among active members. At any given age, the current assumption is a lower
probability of death for an active member than for a retired member. We feel this is reasonable as a person who is
actively working tends to be healthier on average, and therefore less likely to die than the general population.

Results: Service-Connected Deaths

The current assumptions for service-connected deaths are zero for General members and 0.01% per year for
Safety members. Since the actual experience is extremely limited, we recommend retaining the current service-
connected death assumption for active members. The data is not a statistically significant enough size to merit
studying separately.

Results: Nonservice-Connected Deaths (Ordinary Deaths)

The table below shows a comparison of the actual-to-expected deaths of active members by plan and gender for
this study period, weighted by compensation. The study period of July 1, 2019 to June 30, 2022 significantly
overlaps with the COVID-19 pandemic and this likely at least partially explains the higher number of deaths
compared to expected, and the elevated levels of active mortality over this period may not reasonably be
expected to continue..

We are recommending no changes to the mortality base tables underlying the ordinary death assumption.
However, we recommend reflecting a more recent mortality improvement projection scale. A mortality
improvement scale projects the expected changes in mortality over time to reflect that a member aged 35, for
example, is expected to experience different rates of mortality, and have a different life expectancy, than a
member aged 35 in a future year. The recommended assumptions are discussed on the following page.

Active mortality (weighted by compensation)

Plan Gender Actual Expected E?(;t:catle/d Proposed P?:::;I‘: d

General A-D & G!" Male 18,591,084 15,063,572 123% 15,126,926 123%
General A-D & G Female 19,611,792 16,730,379 117% 16,573,807 118%
Safety Male 4,980,936 3,619,542 138% 3,531,029 141%
Safety Female 507,456 384,892 132% 371,072 137%
Total 43,691,268 35,798,385 122% 35,602,834 123%

1. Note that Plan E has been excluded from this study, as we believe that these deaths may be under-
reported because Plan E does not provide a death benefit for active members.

The results of the study are shown graphically in Exhibits 6-1 to 6-4. The proposed rates are also shown
numerically in Appendix A. The rates are currently based on three factors. We studied each of these factors to
see if they were significant, and, if so, what the impact was. Our findings were as follows:

= Age: Members at older ages tend to have a greater probability of dying than younger members. This is
almost universally true in mortality studies.

= Gender: Male members tend to have a greater probability of dying than females. This trend is generally
true for all mortality studies, and we found this to be true with LACERA.

= Membership: Safety members have comparatively lower rates of mortality while in active status than
General members. These lower rates of death while still in active employment are most likely a result of
the much earlier retirement ages available to Safety members and their higher rates of disability while
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active. That is, Safety members who are less healthy than the rest of the population will tend to leave
active employment sooner, and only the healthiest group remains in active Safety employment at ages 50
and above when there is a higher probability of active death.

Projection Scale for Mortality Improvement

The Society of Actuaries (SOA) publishes mortality improvement scales on a regular basis, typically annually.
These improvement scales are a complex matrix of rates that vary based on a member’s age and birth year. The
scales include projections for past and future years until reaching an “ultimate” rate of improvement for individual
ages at a future year.

In 2016 LACERA adopted the ultimate rates of the MP-2014 mortality improvement scale for the 2016 and future
valuations. In subsequent iterations of the mortality improvement scales the ultimate rate of improvement
remained unchanged, until the release of MP-2020 in the fall of 2020. An updated projection scale (MP-2021) was
issued last year with similar ultimate rates. MP-2021, like MP-2020, relies heavily on Social Security experience
for years 1958 through 2018. Compared to the ultimate rates of MP-2014, the ultimate rates of MP-2021 assume
larger mortality improvements at ages less than 83 (i.e fewer deaths at each year of age) and smaller mortality
improvements at ages 83 and higher (i.e. more deaths at each year of age).

Recommendation

Based on results of the study, we are recommending no change to the mortality base tables. To reflect future
increases in life expectancies and the most recently available published data, we are also recommending
updating the mortality improvement projection scale from MP-2014 ultimate to MP-2021 ultimate. A summary of
the active mortality assumption (current and proposed) is shown below:

Gender Current Table!" Proposed Table
General Male PubG-2010 (120%) Male with MP-2014 Ultimate projection scale PubG-2010 (120%) Male with MP-2021 Ultimate projection scale

General Female PubG-2010 (130%) Female with MP-2014 Ultimate projection scale  PubG-2010 (130%) Female with MP-2021 Ultimate projection scale
Safety  Male PubS-2010 (100%) Male with MP-2014 Ultimate projection scale PubS-2010 (100%) Male with MP-2021 Ultimate projection scale
Safety Female PubS-2010 (100%) Female with MP-2014 Ultimate projection scale ~ PubS-2010 (100%) Female with MP-2021 Ultimate projection scale

1. All tables are the Pub-2010 Employee mortality tables for General and Safety members.

See Section 11 (Retiree Mortality) for additional discussion about mortality improvement.
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Exhibit 6-1
Nonservice-Connected Death — General A-D & G Male Members
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Exhibit 6-2
Nonservice-Connected Death = General A-D'& G Female Members
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Exhibit 6-3
Nonservice-Connected Death — Safety Male Members
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Exhibit 6-4
Nonservice-Connected Death < Safety Female Members
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7. Service Retirements

Exhibits 7-1 through 7-3 show the actual and expected rates of service retirements during the study period. These
rates are weighted by compensation level. Overall, the actual rates of service retirements exceeded the expected
rates, although there were some differences by plan.

General Plan G and Safety Plan C have very few actual retirements since most members in those plans entered
LACERA within the last 10 years. General Plans A through C and Safety Plan A have less than 100 combined
active members as of June 30, 2022. There were not enough service retirements in any of these plans to perform
a meaningful statistical analysis of their experience. As such, our analysis relies primarily on the experience of
General Plans D and E, and Safety Plan B.

In prior studies retirement rates have been based primarily on two factors — age and class of membership. We
have also observed differences in decrements based upon compensation levels, and therefore we apply a
weighting based on compensation level. In addition, we have observed that rates of retirement differ based on
number of years of service as well as age;therefore, in this study we reviewed the rates of retirement based on
age, service and class of membership. We found that in general, members with more years of service have a
higher probability of retiring at a given age than those with less years of service.

For the three-year period, there was a significant increase in employees leaving their jobs, particularly in 2021, in
both the public and private sector. This was true of both employees who were eligible for retirement and those
who were not. Therefore, we believe that the high level of service retirements may be temporary. Accordingly, our
recommendations focus more on fitting retirement patterns better, and the adjustments in the expected number