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Date: April 20, 2015

To: The Honorable Members of the
Budget and Finance Committee

From: Thomas Moutes, General Manager AI\i`
SUBJECT: FISCAL YEAR 2015-16 BUDGET HEARINGS

Thank you for the opportunity to submit a memorandum in advance of the budget hearings.
Our Board is in the process of reviewing our Fiscal Year 2015-16 budget. Pursuant to your
request, our memorandum focuses on LACERS use of best practices and departmental
metrics.

LACERS Use of Best Practices

Our use of Best Practices includes:

Investments 
• Commissioning an investment program benchmarking report — which resulted in

findings that included:
o Our 5-year net total return was above the U.S. public median;
o Our 5-year net value added was above the U.S. public median; and
o Our fund had slightly lower fees compared to our peers;

• Terminating underperforming investment managers (which was lauded in the recent
management audit of LACERS);

Retiree Health Benefits
• Utilizing data analytics to better understand our retirees' health plan utilization and

related costs to affect plan design changes and work with carriers to minimize costs;
• Negotiating medical cost increases well below the actuarially-assumed medical increase

rate (4.9% increases versus a 9.4% trend rate over the last ten years);
• Conducting a Request for Proposal and contracting with new retiree dental and vision

providers to minimize cost increases;

Benefit AdministrationfTechnoloqy
• Replacing our Pension Administration System (PAS) WRCIStraSKP pookaber information

during their careers, then uses that information along with programed`riles and
formulas to calculate and pay benefits. When completed in 2017, the,.new PAS will
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create significant efficiencies in our benefit administration, especially when combined
with our process reengineering project which aims to optimize and automate our
processes to the greatest possible extent. The process reengineering will include front-
end scanning, automated workflows, a relatively paper-free environment, and enhanced
customer service. In addition to creating efficiencies in our benefit administration, the
PAS will provide useful and timely management metrics;

• Continued expansion of an internally-developed interactive computer-based knowledge
support system used to help staff respond to member questions and ensure consistent
and efficient responses;

• Implementation of a departmental budget tracking tool;
• Successful implementation of Voice over Internet Protocol (VoIP) services throughout

our office. The return on investment is very quick for this technology and other benefits,
such as call statistics dashboards and automatic call roll to cell phones have been
implemented.

Risk Management 
• Making submissions through the Internal Revenue Service's Voluntary Compliance

Program to insure continued tax advantages for our Members and the City;
• Completion of a departmental risk assessment;
• Continuous updating and enhancement of our Business Continuity Plan by

implementing an emergency notification system for staff and conducting a table top
exercise. (Because of the resources in place for our BCP, LACERS was able to assist
one of the City agencies displaced from the Figueroa Plaza complex.)

Departmental Metrics

LACERS uses metrics to ensure timely completion of projects and the maximization of
program efficiency and effectiveness.

Our metrics include:
• Measuring the progress of our multi-year Pension Administration System replacement

project;
• Ensuring excellence in customer service through customer satisfaction surveys. The

surveys measure satisfaction with counseling, seminars, and workshops with a goal of
at least 90% member satisfaction;

• Ensuring ongoing compliance with regulatory requirements;
• Using medical plan utilization data analytics to identify cost drivers that can be changed

and working with medical plan carriers to mitigate the impacts of those cost drivers;
• Ensuring continuing education of our staff and Board; and
• Measuring the effectiveness of the active managers in our investment portfolio.

We will continue to grow our performance metrics, especially as our PAS comes on-line in
2017.



As always, we would be glad to answer any questions you may have on the issues contained
in this memorandum or any other aspect of our administration of LACERS.

c: LACERS Board of Administration
Rick Cole, Deputy Mayor


