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AGENDA  
 

A REGULAR MEETING OF THE AUDIT, COMPLIANCE, RISK, AND ETHICS 

(ACRE) COMMITTEE AND  

BOARD OF RETIREMENT AND BOARD OF INVESTMENTS 

LOS ANGELES COUNTY EMPLOYEES RETIREMENT ASSOCIATION 
 

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

9:00 A.M., WEDNESDAY, NOVEMBER 18, 2026 
 

This meeting will be conducted by the Audit, Compliance, Risk, and Ethics (ACRE) 
Committee and Board of Retirement and Board of Investments both in person and 

by teleconference under California Government Code Section 54953.8.3. 
 

Any person may view the meeting in person at LACERA’s offices or online at 
https://LACERA.gov/leadership/board-meetings 

 
The Committee may take action on any item on the agenda, 

and agenda items may be taken out of order. 
 

 
ACRE COMMITTEE TRUSTEES: 

Debbie Martin (BOI), Chair 
Nicole Mi (BOI), Vice Chair 
Aleen Langton (BOR), Secretary 
Trevor Fay (BOI), Trustee 
Bobbie Fesler (BOR), Trustee 
Shawn R. Kehoe (BOR), Trustee 
Elizabeth Ginsberg, Ex-Officio 

 
ACRE COMMITTEE CONSULTANT 

Larry Jensen 
 

I. CALL TO ORDER 
 
II. PLEDGE OF ALLEGIANCE 
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III. PROCEDURE FOR TELECONFERENCE MEETING ATTENDANCE 

UNDER SB707 
 
A. Just Cause (Section 54953.8.3) 
B. Statement of Persons Present at SB707 Teleconference Locations 

 
IV. APPROVAL OF THE MINUTES  
 

A. Approval of the Minutes of the Regular Meeting of August 19, 2026  
 

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

If you select oral comment, we will contact you via email with information and 
instruction as to how to access the meeting as a speaker. You will have up 
to 3 minutes to address the Committee. Oral comment requests will be 
accepted up to the close of the Public Comment item on the agenda. 

If you select written comment, please input your written public comment or 
documentation on the above link as soon as possible and up to the close of 
the meeting. Written comment will be made part of the official record of the 
meeting. If you would like to remain anonymous at the meeting without 
stating your name, please leave the name field blank in the request form. If 
you have any questions, you may email PublicComment@lacera.gov.) 
 

VI. NON-CONSENT ITEMS  
 

A. LACERA Pension and OPEB Trust Financial Statement Audit – 
Fiscal Year 2026 Results 
Recommendation as submitted by Kristina Sun, Interim Principal 
Internal Auditor: That the ACRE Committee accept and file the Fiscal 
Year (FY) 2026 financial statement audit reports and related 
communications and provide further direction to staff. 
(Presentation) (Memo dated November 2, 2026) 
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VI. NON-CONSENT ITEMS (Continued) 
 

B. Human Resources Needs Assessment Advisory Engagement 
Recommendation as submitted by Kristina Sun, Interim Principal 
Internal Auditor: That the ACRE Committee review and discuss the 
following memo to take the following action(s): 
 
1. Accept and file, 

2. Instruct staff to forward memo to Boards or Committees, 

3. Make recommendations to the Boards or Committees regarding 
actions as may be required based on the memo, and/or 

4. Provide further instruction to staff.  
(Memo dated October 27, 2026) 

 
C. Unclaimed Accounts Audit 

Recommendation as submitted by Delfino Aguilar, Interim Principal 
Internal Auditor: That the ACRE Committee review and discuss the 
following engagement report to take the following action(s): 
 
1. Accept and file, 

2. Instruct staff to forward report to Boards or Committees, 

3. Make recommendations to the Boards or Committees regarding 
actions as may be required based on the audit findings, and/or 

4. Provide further instruction to staff.  
(Presentation) (Memo dated October 21, 2026) 
 

D. Member Appointment System Audit 
Recommendation as submitted by Delfino Aguilar, Interim Principal 
Internal Auditor and Alex Ochoa, Internal Auditor: That the ACRE 
Committee review and discuss the following engagement report to take 
the following action(s): 
 
1. Accept and file, 

2. Instruct staff to forward report to Boards or Committees, 

3. Make recommendations to the Boards or Committees regarding 
actions as may be required based on the audit findings, and/or 
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VI. NON-CONSENT ITEMS (Continued) 

4. Provide further instruction to staff.  
(Presentation) (Memo dated November 6, 2026) 

 
E. Felony Forfeiture Process Audit 

Recommendation as submitted by Gabriel Tafoya, Senior Internal 
Auditor and Alex Ochoa, Internal Auditor: That the ACRE Committee 
review and discuss the following engagement report to take the 
following action(s): 
 
1. Accept and file, 

2. Instruct staff to forward report to Boards or Committees, 

3. Make recommendations to the Boards or Committees regarding 
actions as may be required based on the audit findings, and/or 

4. Provide further instruction to staff.  
(Presentation) (Memo dated October 30, 2026) 

  
F. Centralized Vendor Management Advisory Engagement 

Recommendation as submitted by Christian Velasco, Senior Internal 
Auditor: That the ACRE Committee review and discuss the following 
memo to take the following action(s): 
 
1. Accept and file, 

2. Instruct staff to forward memo to Boards or Committees, 

3. Make recommendations to the Boards or Committees regarding 
actions as may be required based on the memo, and/or 

4. Provide further instruction to staff.  
(Presentation) (Memo dated October 22, 2026) 
 

VII.    REPORTS   
 

A. Chief Audit Executive Report  
Leisha E. Collins, Chief Audit Executive 
(Presentation) (Memo dated November 10, 2026) 
 
 
 



November 18, 2026 
Page 5 

 
VII.    REPORTS (Continued) 

 
B. Ethics and Compliance Program Transition, Initial Observations, 

and Plan for the First Six Months 
Harper Wells, Chief Ethics and Compliance Officer 
(Presentation) (Memo dated November 10, 2026) 
 

C. LACERA GASB 68 Pension and GASB 75 OPEB Trust Reporting 
Audits – Fiscal Year 2025 Results 
Kristina Sun, Interim Principal Internal Auditor  
(For Information Only) (Memo dated November 2, 2026) 
 

D. Ethics Hotline Status Report 
Leisha E. Collins, Chief Audit Executive 
(For Information Only) (Memo dated November 10, 2026) 

 
VIII. 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.) 
 

IX. 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.) 
 

X. GOOD OF THE ORDER 
(For Information Purposes Only) 
 

XI. EXECUTIVE SESSION 
 
A. Potential Threats to Public Services or Facilities  

(Pursuant to Subdivision (a) of California Government Code Section 
54957) Consultation with: Priya V. Kumar, Senior Manager and Rita Boyle 
from Baker Tilly, Luis A. Lugo, Chief Executive Officer, Leisha E. Collins,  
Chief Audit Executive, Delfino Aguilar, Interim Principal Internal Auditor, 
Kristina Sun, Interim Principal Internal Auditor, Nathan K. Amick, Senior  
Internal Auditor, Kathy Delino, Chief Information Technology, Chaitanya 
Errande, Information Security Officer and other LACERA Staff. 
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XI. EXECUTIVE SESSION (Continued) 

 
B. Interim Performance Evaluation (Pursuant to Paragraph (1) of Subdivision 

(b) of California Government Code Section 54957) (FOR ACRE 
COMMITTEE ONLY PER COUNTY SALARY ORDINANCE 
6.127.040.S.1) 

Title: Chief, Internal Audit, LACERA  

XII. ADJOURNMENT 
 
 
 
 
 
 

 

The Board of Retirement and Board of Investments have adopted a policy permitting any 
member of the Boards to attend a standing committee meeting open to the public.  In the 
event five (5) or more members of either the Board of Retirement and/or the Board of 
Investments (including members appointed to the Committee) are in attendance, the 
meeting shall constitute a joint meeting of the Committee and the Board of Retirement 
and/or Board of Investments.  Members of the Board of Retirement and Board of 
Investments who are not members of the Committee may attend and participate in a 
meeting of a Board Committee but may not vote on any matter discussed at the meeting.  
Except as set forth in the Committee’s Charter, the only action the Committee may take 
at the meeting is approval of a recommendation to take further action at a subsequent 
meeting of the Board. 

Any documents subject to public disclosure that relate to an agenda item for an open 
session of the Committee, that are distributed to members of the Committee 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 Committee, at LACERA’s offices at 300 North Lake Avenue, 
Suite 820, Pasadena, California during normal business hours from 9:00 a.m. to 5:00 p.m. 
Monday through Friday and will also be posted on lacera.gov at the same time, Board 
Meetings | LACERA. 

 
Requests for reasonable modification or accommodation of the telephone public access 
and Public Comments procedures stated in this agenda from individuals with disabilities, 
consistent with the Americans with Disabilities Act of 1990, may call the Board Offices at 
(626) 564-6000 from 8:00 a.m. to 5:00 p.m. Monday through Friday or email 
PublicComment@lacera.gov, but no later than 48 hours prior to the time the meeting is 
to commence. 
 



 

MINUTES OF THE REGULAR MEETING OF THE AUDIT, COMPLIANCE, RISK, 

AND ETHICS (ACRE) COMMITTEE AND  

BOARD OF RETIREMENT AND BOARD OF INVESTMENTS  

LOS ANGELES COUNTY EMPLOYEES RETIREMENT ASSOCIATION 

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

9:00 A.M., WEDNESDAY, AUGUST 19, 2026 
 

This meeting was conducted by the Audit, Compliance, Risk, and Ethics (ACRE)  
Committee and Board of Retirement and Board of Investments both in person 

and by teleconference under  
California Government Code Section 54953.8.3. 

 
 
COMMITTEE TRUSTEES: 
 
PRESENT:   Debbie Martin (BOI), Chair  
 

Nicole Mi (BOI), Vice Chair  
 
Aleen Langton (BOR), Secretary 

 
Bobbie Fesler (BOR), Trustee 
 
Shawn R. Kehoe (BOR), Trustee 
 
Elizabeth Ginsberg, Ex-Officio 
 

ABSENT:   Trevor Fay (BOI), Trustee 
 
   
STAFF, ADVISORS AND PARTICIPANTS:  

 

Luis A. Lugo, Chief Executive Officer 

Jessica Baxter, Chief Administrative Officer  

JJ Popowich, Chief Benefits Officer 
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STAFF, ADVISORS AND PARTICIPANTS: (Continued) 
 

Jonathan Grabel, Chief Investment Officer  

Steven P. Rice, Chief Counsel 
 
Allison E. Barrett, Senior Staff Counsel 

 
Carly Ntoya, Ph. D., Director of Human Resources 

Leisha E. Collins, Chief Audit Executive 

Delfino Aguilar, Senior Internal Auditor 

Nathan K. Amick, Senior Internal Auditor 

Kristina Sun, Senior Internal Auditor 

Gabriel Tafoya, Senior Internal Auditor 

Christian Velasco, Senior Internal Auditor 

Alex Ochoa, Internal Auditor 

Larry Jensen, ACRE Committee Consultant 

I. CALL TO ORDER 
 

This meeting was called to order by Chair Martin at 9:02 a.m. in the Board 
Room of Gateway Plaza. 
 

II. PLEDGE OF ALLEGIANCE 
 

Ms. Martin led the Trustees and staff in reciting the Pledge of Allegiance. 
 
III. PROCEDURE FOR TELECONFERENCE MEETING ATTENDANCE 

UNDER SB707 
 

A. Just Cause (Section 54953.8.3) 
B. Statement of Persons Present at SB707 Teleconference Locations 
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III. PROCEDURE FOR TELECONFERENCE MEETING ATTENDANCE 

UNDER SB707 (Continued) 
 

There was nothing to report. No trustees participated under Section 
54953.8.3 
 

IV. APPROVAL OF THE MINUTES  
 

A. Approval of the Minutes of the Regular Meeting of June 24, 2026  
 

Trustee Langton made a motion, Trustee Kehoe seconded, to approve 
the Minutes of the Regular meeting of June 24, 2026. The motion 
passed by the following roll call vote: 
 
Yes: Fesler, Ginsberg, Kehoe, Langton, Martin, Mi 
 

V. PUBLIC COMMENT  
 

There were no requests from the public to speak.  
 
VI.     NON-CONSENT ITEMS  

 

A. Salary Placement for Chief Ethics and Compliance Officer, 
LACERA 
Recommendation as submitted by Carly Ntoya, Ph.D., Director of 
Human Resources: That the ACRE Committee, on the 
recommendation of the Chief Executive Officer, approve the salary 
placement for the Chief Ethics and Compliance Officer (CECO), 
LACERA at a starting base salary of $17,625.80 per month 
($211,509.60 annually) or Step 16 of the Chief Ethics and Compliance 
Officer, LACERA MAPP Tier II LS 12 salary range. (Memo dated 
August 11, 2026)  
 
Dr. Ntoya was present and answered questions from the Committee.  
 
Trustee Kehoe made a motion, Trustee Fesler seconded, to approve 
staff’s recommendation. The motion passed by the following roll call: 
 
Yes: Fesler, Ginsberg, Kehoe, Langton, Martin, Mi 
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VI.     NON-CONSENT ITEMS (Continued) 

 
B. Internal Audit Fiscal Year Ended (FYE) 2026-2027 Proposed Audit 

Plan 
Recommendation as submitted by Leisha E. Collins, Chief Audit 
Executive: That the ACRE Committee review and approve the 
Proposed Internal Audit FYE 2026-2027 Audit Plan. 
(Presentation) (Memo dated August 12, 2026) 
 
Ms. Collins and Mr. Lugo provided a presentation and answered 
questions from the Committee.  
 
Trustee Ginsberg made a motion, Trustee Mi seconded, to approve 
the Proposed Internal Audit FYE 2026-2027 Audit Plan. The motion 
passed by the following roll call vote: 
 
Yes: Fesler, Ginsberg, Kehoe, Langton, Martin, Mi 
 

C. ACRE Consultant Agreement Extension 
Recommendation as submitted by Kristina Sun, Senior Internal 
Auditor: That the ACRE Committee approve an extension of the ACRE 
Committee Consultant Agreement for an additional two one-year 
period and authorize staff to execute the contract extension with Audit 
& Risk Management Services, LLC. (Memo dated August 6, 2026). 
 
Mses. Sun and Collins were present and answered questions from the 
Committee.  
 
Trustee Ginsberg made a motion, Trustee Fesler seconded, to 
approve the extension of the ACRE Committee Consultant Agreement 
for two additional one-year periods and authorize staff to execute the 
contract extension with Audit & Risk Management Services, LLC. The 
motion passed by the following roll call vote: 
 
Yes: Fesler, Ginsberg, Kehoe, Langton, Martin, Mi 
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VI.     NON-CONSENT ITEMS (Continued) 
 

D. Recommendation for Appointment of External Quality 
Assessment Vendor 
Recommendation as submitted by Alex Ochoa, Internal Auditor: That 
the ACRE Committee approve the appointment and compensation of 
IIA Quality Services, LLC and authorize staff to finalize contract 
negotiations and proceed with the External Quality Assessment (EQA) 
of LACERA's Internal Audit Division. 
(Presentation) (Memo dated August 11, 2026) 

 
 
Mr. Ochoa provided a presentation and answered questions from the 
Committee. 
 
Trustee Fesler made a motion, Trustee Kehoe seconded, to approve 
the appointment and compensation of IIA Quality Services, LLC and 
authorize staff to finalize contract negotiations and proceed with the 
External Quality Assessment (EQA) of LACERA's Internal Audit 
Division. The motion passed by the following roll call vote: 
 
Yes: Fesler, Ginsberg, Kehoe, Langton, Martin, Mi 

 
VII.    REPORTS   

 
A. Ethics and Compliance Program Foundational Work Plan Status 

Report 
Steven P. Rice, Chief Counsel  
Allison E. Barrett, Senior Staff Counsel  
(Presentation) (Memo dated August 6, 2026) 
 
Ms. Barrett provided a presentation and answered questions from the 
Committee. This item was received and filed.   
 

B. Internal Audit Annual Performance Report – Fiscal Year Ended 
2026 
Nathan A. Amick, Senior Internal Auditor 
(Presentation) (Memo dated August 11, 2026) 
 
Mr. Amick provided a presentation answered questions from the 
Committee. This item was received and filed.   
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VII.  REPORTS (Continued) 

 
C. Continuous Auditing Program (CAP) – Fiscal Year 2026 Testing 

Summary 
Gabriel Tafoya, Senior Internal Auditor 
(For Information Only) (Memo dated June 30, 2026) 
 
This item was received and filed.   
 

D. Centralized Vendor Management Advisory Engagement - Phased 
Engagement Approach and Completion of Phase 1  
Christian Velasco, Senior Internal Auditor 
(For Information Only) (Memo dated August 7, 2026) 
 
This item was received and filed.   
 

E. Information Technology Coordinating Council (ITCC) Project 
Prioritization Advisory Engagement Report 
Alex Ochoa, Internal Auditor 
(For Information Only) (Memo dated August 11, 2026) 
 
This item was received and filed.   
 

F. Member Appointment System Audit - Phased Engagement 
Approach and Completion of Phase 1  
Delfino Aguilar, Senior Internal Auditor 
Alex Ochoa, Internal Auditor 
(For Information Only) (Memo dated August 11, 2026) 
 
This item was received and filed.   
 

G. Recommendation Follow-Up Report – Operational 
Delfino Aguilar, Senior Internal Auditor 
(For Information Only) (Memo dated August 12, 2026) 
 
This item was received and filed.   
 

H. Annual Recommendation Follow-Up Report - Strategic 
Delfino Aguilar, Senior Internal Auditor 
(For Information Only) (Memo dated August 12, 2026) 
 
This item was received and filed.   
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VII.  REPORTS (Continued) 

 
I. Recommendation Follow-Up - Sensitive Information Technology 

Areas 
Delfino Aguilar, Senior Internal Auditor 
(For Information Only) (Memo dated August 11, 2026) 
 
This item was received and filed. 

 
J. Observation Follow-Up Report - Advisory Engagements 

Delfino Aguilar, Senior Internal Auditor 
(For Information Only) (Memo dated August 7, 2026) 
 
This item was received and filed. 

 
K. Ethics Hotline Status Report 

Leisha E. Collins, Chief Audit Executive 
(For Information Only) (Memo dated August 11, 2026) 
 
This item was received and filed. 
 

L. Internal Audit Staffing Activity Report Update 
Leisha E. Collins, Chief Audit Executive 
(Verbal Update) 
 
Ms. Collins introduced the Interim Principal Internal Auditors: Kristina 
Sun and Delfino Aguilar. 
 

M. Status of Other External Audits Not Conducted at the Discretion 
of Internal Audit  
Leisha E. Collins, Chief Audit Executive 
(Verbal Update) 
 
Ms. Collins was present to answer questions from the Committee. 
 

VIII. CONSULTANT COMMENTS 
Larry Jensen, ACRE Committee Consultant 
(Verbal Presentation) 
 
Mr. Jensen thanked the Internal Audit Division for its work and support. 
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IX. ITEMS FOR STAFF REVIEW 

 
Mr. Ochoa provided the Trustees with an update on the audit pool firm’s 
contract extensions, including the status of the firms whose contracts were 
extended. 
 

X. ITEMS FOR FUTURE AGENDAS 
 
 There was nothing to report. 
 

XI. GOOD OF THE ORDER 
(For Information Purposes Only) 

 
There was nothing to report. 
 

XII. EXECUTIVE SESSION 
(For ACRE Committee Members Only Pursuant to ACRE Committee 
Charter, Section VII.B.1.A, and Ethics and Compliance Program Charter, 
Section III to Consider a Recommendation to the Board of Retirement and 
Board of Investments)  
 
A. PUBLIC EMPLOYEE APPOINTMENT  

(Pursuant to California Government Code Section 54957)  
 

Title: Chief Ethics and Compliance Officer, LACERA 
 
There was nothing to report. 

 
XIII. ADJOURNMENT 

 
There being no further business to come before the Committee, the meeting was 
adjourned at 11:15 a.m. 



 

 
 
November 2, 2026 
  
TO: Audit, Compliance, Risk, and Ethics (ACRE) Committee  

Debbie Martin (BOI), Chair 
Nicole Mi (BOI), Vice Chair 
Aleen Langton (BOR), Secretary 
Bobbie Fesler (BOR), Trustee 
Shawn R. Kehoe (BOR), Trustee 
Trevor Fay (BOI), Trustee 
Elizabeth B. Ginsberg, Ex-Officio 
     

    ACRE Committee Consultant  
Larry Jensen 
    

FROM: Kristina Sun  
Interim Principal Internal Auditor 

   
FOR: November 18, 2026 Audit, Compliance, Risk, and Ethics (ACRE) Committee 
  
SUBJECT:   LACERA Pension and OPEB Trust Financial Statement Audit – Fiscal Year  
      2026 Results 
 
 
RECOMMENDATION 
Staff recommend that the Committee accept and file the Fiscal Year (FY) 2026 financial 
statement audit reports and related communications and provide further directions to staff.  
 
PURPOSE  
This memorandum presents the results of LACERA’s FY2026 financial statement audit 
conducted by CliftonLarsonAllen LLP (CLA), including the independent auditor’s opinion, 
internal-control matters, management’s response, and related matters previously identified 
through the FY2026 Internal Control over Financial Reporting (ICFR) Readiness Assessment. 
 
AUDIT RESULTS  
Unmodified (Clean) Audit Opinion for FY2026 Financial Statement 
LACERA’s external financial statement auditors, CLA, recently completed the audit for the fiscal 
year ended (FYE) June 30, 2026. LACERA received an unqualified audit opinion on its audited 
financial statements. An unmodified audit opinion means the independent auditors concluded 
that the financial statements are fairly presented, in all material respects, in accordance with 
generally accepted accounting principles, and that no material issues were identified with the 
amounts reported in the financial statements. It is the highest opinion designated by the 
American Institute of Certified Public Accountants (AICPA). The audit opinion was issued, and 
management signed the representation letter, on October 15, 2026.  
 
Internal Control Matters 
As part of the FY2026 financial statement audits, CLA reported internal control matters related 
to the classification of certain Other Post-Employment Benefits (OPEB) activity, as well as 
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related to controls over employer contributions. Upon identifying the OPEB activity classification 
matter, management, in consultation with CLA, promptly began evaluating and implementing 
corrective action to ensure the appropriate classification was reflected in the FY2026 financial 
statements. Management corrected the financial reporting impact associated with the OPEB 
classification for the FY2026 financial statements and identified additional control measures to 
support accurate and consistent financial reporting. The employer contribution matter remains 
subject to corrective action by management. Both internal control matters were related to areas 
identified earlier in the year through the ICFR Readiness Assessment. Neither matter resulted 
in a modification to CLA’s audit opinion. 
 
The matrix summarizes how each matter impacts LACERA financial reporting and the 
corresponding management’s response. 
 

 
Internal Control 

Matters 
 

Impact on LACERA Financial 
Reporting 

Management Response and 
Status 

Classification 
of OPEB 
Employer 
Activity  

 

 

The OPEB activity was reported 
in the OPEB Custodial Fund 
rather than the OPEB Trust Fund. 
A reporting correction was made 
to reclassify OPEB activity from 
the OPEB Custodial Fund to the 
OPEB Trust Fund. As a result, 
approximately $221 million of 
beginning fiduciary net position 
was shifted between the two 
funds, with no change to the total 
OPEB-related fiduciary net 
position. 

Status: Addressed  

Management had originally 
implemented the prior 
reporting model in 
consultation with professional 
advisors at that time. 
Management corrected the 
FY2026 reporting and 
enhanced review controls to 
promote accurate, consistent 
financial reporting going 
forward. 

Employer 
Contributions 
Data  

 

 

The control environment relied on 
employer-reported contribution 
information with limited data 
controls to ensure the accuracy of 
contributions remitted. The matter 
did not result in a modification to 
CLA’s audit opinion. 

Status: In Progress  

The matter remains subject to 
corrective action by 
management, including 
strengthening validation, 
reconciliation, and 
discrepancy-resolution 
controls over employer 
contributions. 

NEXT STEPS 
Internal Audit will monitor the status of applicable corrective actions through its established 
follow-up process and continue oversight of the external financial statement audit. Management 
remains responsible for LACERA’s financial statements, financial reporting decisions, and the 
design, implementation, and maintenance of internal controls. 
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CLA will be at the November 18, 2026, Committee meeting to present a summary of the work 
they performed for the FY2026 financial statement audit. Enclosed for your information are the 
deliverable reports completed by CLA. 
 
ATTACHMENTS 
A.  LACERA’s Fiscal Year 2026 Financial Statement Audit Presentation 

B. Independent Auditors’ Report on LACERA Fiscal Year 2026 Financial Statement Audit 

C.  Report on Internal Control over Financial Reporting and on Compliance and Other Matters 
for Fiscal Year 2026 Financial Statement Audit 

D.  Required Governance Communication for Fiscal Year 2026 Financial Statement Audit 

E.  LACERA’s Annual Comprehensive Financial Report for FYE June 30, 2026 with Audit 
Opinion 



CLAglobal.com/disclaimer

©2026 CliftonLarsonAllen LLP. CLA (CliftonLarsonAllen LLP) is an independent network member of CLA Global. See CLAglobal.com/disclaimer. 
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Top 3 Trustee Focus Areas: Auditor Communications

For every result, ask: What happened, why, and what is management doing about it – by when?

The Auditors’ Opinion

• Confirm the opinion type: 
unmodified (“clean”) vs. modified, 
adverse, or disclaimed

• Note any emphasis-of-matter 
paragraphs, such as this year’s 
restatement for correction of an 
error

• Know what is and is not audited

1

Internal Control Findings

• Understand severity: material 
weakness vs. significant deficiency 
(this year: 1 of each)

• Understand root cause and request 
the corrective action plan with 
owners and deadlines

• Track remediation so findings do not 
repeat next year

2

Governance Communications

• Review significant estimates and 
judgments, such as alternative 
investment valuations and actuarial 
disclosures

• Watch for audit adjustments, 
disagreements, or difficulties with 
management

• Ask how new GASB standards (e.g., 
103 and 105) change reporting

3

2
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Agenda 
• Audit scope and process

• Executive summary

• Governance communication

• Timeline update on GASB 68 and 75 
schedules audits
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Scope –Three Separate Engagements and 
Deliverables

Report on LACERA’s 
financial 

statements as of 
June 30, 2026

Required 
governance 

communications 
letter

Report on internal 
control over 

financial reporting 
and on compliance 
and other matters

Report on the 
OPEB Trust 
schedule of 
changes in 

fiduciary net 
position by 

employer as of 
June 30, 2026

Report on the 
Pension Trust 

allocation 
schedules and 

pension amounts 
by employer as of 

June 30, 2026

Financial Statement Audit GASB 75 Audit GASB 68 Audit
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Audit Process

5

Internal controls Investments

Significant estimates Contributions

Benefits Actuarial data

RISK-BASED APPROACH

Financial reporting and 
systems
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Management’s 
discussion and analysis, 
required supplementary 

information and the 
Introductory, Investment, 

Actuarial, and Statistical 
sections.

 

Limited procedures performed, 
and no opinion rendered.

deficiencies noted.

©2026 CliftonLarsonAllen LLP

Financial statement

Financial statement audit opinion is 
unmodified.

Supplemental schedules

Opinion in relation to the financial 
statements is unmodified.

AUDIT OPINION
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Executive Summary

7

Letter to ACRE providing required communications with those charged with governance.

Report on Internal Control over Financial Reporting and on Compliance and Other Matters Based on an 
Audit of Financial Statements Performed in Accordance with Government Auditing Standards.

One (1) material weakness

Classification of OPEB employer activity

One (1) significant deficiency

Defined benefit plan contributions

No material findings associated with 
compliance with laws and regulations or 

other matters
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Understanding Control Deficiencies

8

Material weakness
MOST SERIOUS

WHAT IT MEANS

A gap in controls where a significant 
error in the financial statements could 
go unprevented or undetected.

Needs prompt attention and a clear 
remediation plan by management.

COMMUNICATION METHOD

In writing to management and ACRE

Significant deficiency
IMPORTANT

WHAT IT MEANS

A control weakness less severe than a 
material weakness, yet important 
enough for the Board to know about.

Monitor management’s corrective 
action.

COMMUNICATION METHOD

In writing to management and ACRE

Other control deficiency
HOUSEKEEPING

WHAT IT MEANS

A control that does not operate as 
designed but has limited potential to 
affect the financial statements.

Managed by management; no ACRE
action needed.

COMMUNICATION METHOD

To management

This year at LACERA: one (1) material weakness (classification of OPEB employer activity) and one (1) significant deficiency 
(defined benefit plan contributions).
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Governance Communications

Estimates

• Valuation of alternative investments

• Valuation of pension related actuarial 
disclosures

Other

• Management consulted with other 
accountants on the application of GAAP or 
GAAS

• Emphasis of matter regarding restatement 
for correction of error

• No major issues were discussed with 
management prior to retention

• Signed management representation letter

Overall
• Auditor’s responsibility under U.S. 

Generally Accepted Auditing 
Standards

• Implemented GASB 103 and early 
implemented GASB 105

• No audit adjustments or passed audit 
adjustments

• Management was very cooperative 
and professional during the audit 
process

• No significant unusual transactions
• No disagreements with management

Difficulties
• None
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2026 GASB 68 and GASB 75 Audit Timeline

November

GASB 75 Audit Procedures

December

GASB 75 Audit Issuance

February - April

GASB 68 Audit Procedures

April

GASB 68 Audit Issuance

10
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Questions and Feedback
We appreciate the opportunity to serve you 

and welcome any feedback relative to our performance and to the 
engagements.



CLAconnect.com
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Brittany Smith, CPA, CIA
Principal
brittany.smith@CLAconnect.com | 425-250-6023

Chris Rogers, CPA
Managing Principal
chris.rogers@CLAconnect.com | 781-402-6314

THANK YOU!

https://twitter.com/CLAconnect
https://www.facebook.com/CliftonLarsonAllen
https://www.linkedin.com/company/cliftonlarsonallen
https://www.youtube.com/user/CliftonLarsonAllen
https://www.instagram.com/lifeatcla
CLAglobal.com/disclaimer
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Detection risk
(Audit procedures fail to detect a material misstatement)
• New tests annually to avoid familiarity with audit process
• Use of data analytics on large data volumes

Control risk 
(Internal controls fail to prevent or detect a 
material misstatement)
• Review to validate proper design and perform tests 

are functioning as designed.

Inherent risk 
(Due to the nature of the account)
• Cash/investments
• Restrictions on net position
• Significant estimates

• Alternative investments
• Valuation of total pension liability

Audit risk = the risk of an undetected material misstatement due to error or fraud.

Preliminary risk assessment to reduce the audit risk to an appropriately low level.

Significant or fraud risks 
(Other risks deemed significant or fraudulent in nature)
• Management override of controls
• Valuation of alternative investments
• Valuation of total pension liability, net pension liability 

and related disclosures 

Audit Plan 
Overview



The information herein has been provided by 
CliftonLarsonAllen LLP for general information purposes 
only. The presentation and related materials, if any, do not 
implicate any client, advisory, fiduciary, or professional 
relationship between you and CliftonLarsonAllen LLP and 
neither CliftonLarsonAllen LLP nor any other person or 
entity is, in connection with the presentation and/or 
materials, engaged in rendering auditing, accounting, tax, 
legal, medical, investment, advisory, consulting, or any 
other professional service or advice. Neither the 
presentation nor the materials, if any, should be considered 
a substitute for your independent investigation and your 
sound technical business judgment. You or your entity, if 
applicable, should consult with a professional advisor 
familiar with your particular factual situation for advice or 
service concerning any specific matters.

CliftonLarsonAllen LLP is not licensed to practice law, nor 
does it practice law. The presentation and materials, if any, 
are for general guidance purposes and not a substitute for 
compliance obligations. The presentation and/or materials 
may not be applicable to, or suitable for, your specific 
circumstances or needs, and may require consultation with 
counsel, consultants, or advisors if any action is to be 
contemplated. You should contact your CliftonLarsonAllen 
LLP or other professional prior to taking any action based 
upon the information in the presentation or materials 
provided. CliftonLarsonAllen LLP assumes no obligation to 
inform you of any changes in laws or other factors that 
could affect the information contained herein.
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INDEPENDENT AUDITORS’ REPORT

Board of Retirement and Board of Investments
Los Angeles County Employees Retirement Association
Pasadena, California

Report on the Audit of the Financial Statements
Opinion
We have audited the financial statements of the Los Angeles County Employees Retirement Association
(LACERA), a component unit of Los Angeles County, as of and for the year ended June 30, 2026, and the 
related notes to the financial statements, which collectively comprise LACERA’s basic financial statements 
as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material 
respects, the fiduciary net position of LACERA as of June 30, 2026, and the changes in fiduciary net position 
for the year then ended in accordance with accounting principles generally accepted in the United States of 
America.

Basis for Opinion
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America (GAAS) and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. Our responsibilities under those 
standards are further described in the Auditors’ Responsibilities for the Audit of the Financial Statements 
section of our report. We are required to be independent of LACERA and to meet our other ethical 
responsibilities, in accordance with the relevant ethical requirements relating to our audit. We believe that 
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Emphasis of Matter – Correction of Error  
As described in Note 17 to the financial statements, certain previously reported amounts related to the 
OPEB Trust Fund and OPEB Custodial Fund have been restated to correct an error in the presentation of 
the activities. The restatement resulted in adjustments to the beginning fiduciary net position of those funds 
as of July 1, 2025. Our opinion is not modified with respect to this matter.

Responsibilities of Management for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with accounting principles generally accepted in the United States of America, and for the 
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation 
of financial statements that are free from material misstatement, whether due to fraud or error.

ATTACHMENT B
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Los Angeles County Employees Retirement Association

In preparing the financial statements, management is required to evaluate whether there are conditions or 
events, considered in the aggregate, that raise substantial doubt about LACERA’s ability to continue as a 
going concern for twelve months beyond the financial statement date, including any currently known 
information that may raise substantial doubt shortly thereafter.

Auditors’ Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 
free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes 
our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore 
is not a guarantee that an audit conducted in accordance with GAAS and Government Auditing Standards 
will always detect a material misstatement when it exists. The risk of not detecting a material misstatement 
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, 
intentional omissions, misrepresentations, or the override of internal control. Misstatements are considered 
material if there is a substantial likelihood that, individually or in the aggregate, they would influence the 
judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:

Exercise professional judgment and maintain professional skepticism throughout the audit.

Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of LACERA’s internal control. Accordingly, no such opinion is expressed.

Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about LACERA’s ability to continue as a going concern for a reasonable
period of time.

We are required to communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit, significant audit findings, and certain internal control related matters 
that we identified during the audit.

Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis and other required supplementary information, as identified in the table of contents,
be presented to supplement the basic financial statements. Such information is the responsibility of 
management and, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with GAAS, which 
consisted of inquiries of management about the methods of preparing the information and comparing the 
information for consistency with management’s responses to our inquiries, the basic financial statements, 
and other knowledge we obtained during our audit of the basic financial statements. We do not express an 
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opinion or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance.

Supplementary Information
Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively 
comprise LACERA’s basic financial statements. The supplementary information, as listed in the table of 
contents, is presented for purposes of additional analysis and is not a required part of the basic financial 
statements. Such information is the responsibility of management and was derived from and relates directly 
to the underlying accounting and other records used to prepare the basic financial statements. The 
information has been subjected to the auditing procedures applied in the audit of the basic financial 
statements and certain additional procedures, including comparing and reconciling such information directly 
to the underlying accounting and other records used to prepare the basic financial statements or to the basic 
financial statements themselves, and other additional procedures in accordance with GAAS. In our opinion, 
the supplementary information is fairly stated, in all material respects, in relation to the basic financial 
statements as a whole.

Other Information
Management is responsible for the other information included in the annual comprehensive financial report. 
The other information comprises the introductory, investment, actuarial, and statistical sections, as listed in 
the table of contents, but does not include the basic financial statements and our auditors’ report thereon. 
Our opinion on the basic financial statements does not cover the other information, and we do not express 
an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other 
information and consider whether a material inconsistency exists between the other information and the 
basic financial statements, or the other information otherwise appears to be materially misstated. If, based 
on the work performed, we conclude that an uncorrected material misstatement of the other information 
exists, we are required to describe it in our report.

Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated October 15, 
2026, on our consideration of LACERA’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, grant agreements, and other matters. The 
purpose of that report is solely to describe the scope of our testing of internal control over financial reporting 
and compliance and the results of that testing, and not to provide an opinion on the effectiveness of 
LACERA’s internal control over financial reporting or on compliance. That report is an integral part of an 
audit performed in accordance with Government Auditing Standards in considering LACERA’s internal 
control over financial reporting and compliance.

CliftonLarsonAllen LLP

Boston, Massachusetts
October 15, 2026
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INDEPENDENT AUDITORS� REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

Board of Retirement and Board of Investments 
Los Angeles County Employees Retirement Association 
Pasadena, California 

We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Los Angeles 
County Employees Retirement Association (LACERA), a component unit of Los Angeles County, as of 
and for the year ended June 30, 2026, and the related notes to the financial statements, which 
collectively comprise LACERA�s basic financial statements, and have issued our report thereon dated 
October 15, 2026. 

Report on Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered LACERA�s internal 
control over financial reporting (internal control) as a basis for designing audit procedures that are 
appropriate in the circumstances for the purpose of expressing our opinion on the financial statements, 
but not for the purpose of expressing an opinion on the effectiveness of LACERA�s internal control. 
Accordingly, we do not express an opinion on the effectiveness of LACERA�s internal control. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies 
may exist that were not identified. However, as described in the accompanying schedule of findings and 
responses, we identified certain deficiencies in internal control that we consider to be material 
weaknesses and significant deficiencies. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material 
misstatement of the entity�s financial statements will not be prevented, or detected and corrected, on a 
timely basis.  

We consider the deficiency described in the accompanying schedule of findings and responses as item 
2026-001 to be a material weakness. 

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance. We consider the deficiency described in the accompanying schedule of findings and 
responses as item 2026-002 to be a significant deficiency. 
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Report on Compliance and Other Matters 

As part of obtaining reasonable assurance about whether LACERA�s financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on 
the financial statements. However, providing an opinion on compliance with those provisions was not 
an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests 
disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
 
LACERA�s Response to Findings 

Government Auditing Standards requires the auditor to perform limited procedures on LACERA�s 
response to the findings identified in our audit and described in the accompanying schedule of findings 
and responses. LACERA�s response was not subjected to the other auditing procedures applied in the 
audit of the financial statements and, accordingly, we express no opinion on the response.  
 
Purpose of This Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
entity�s internal control or on compliance. This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the entity�s internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 
 
 

 
 
CliftonLarsonAllen LLP 

Boston, Massachusetts  
October 15, 2026 
 



LOS ANGELES COUNTY EMPLOYEES RETIREMENT ASSOCIATION 
SCHEDULE OF FINDINGS AND RESPONSES 

JUNE 30, 2026 

 

Finding 2026-001 - Classification of OPEB Employer Activity 

Type of Finding 

Material weakness in internal control over financial reporting. 

Condition 

During fiscal year 2026, LACERA identified that certain employer contribution and benefit payment 
activity related to the Other Postemployment Benefits (OPEB) program had been reported in the OPEB 
Custodial Fund rather than directly in the OPEB Trust Fund. LACERA corrected the classification in the 
fiscal year 2026 ACFR by restating prior-period amounts.  

Criteria or Specific Requirement 

GASB Statement No. 84, Fiduciary Activities, requires fiduciary activities to be reported in the 
appropriate fiduciary fund. GASB Statement No. 100, Accounting Changes and Error Corrections, 
requires prior-period errors to be reported as corrections of beginning balances, as applicable, and 
related financial statement information to be restated or reclassified to present the correction 
consistently. Internal controls over financial reporting should be designed and implemented to ensure 
OPEB activity is assigned to the appropriate reporting unit. 

Effect 

The restatement increased beginning fiduciary net position of the OPEB Trust Fund by approximately 
$221 million and decreased beginning fiduciary net position of the OPEB Custodial Fund by the same 
amount. The correction did not change total fiduciary net position for the combined OPEB-related 
fiduciary activities. 

Cause 

LACERA had not established controls to ensure that OPEB activity was classified and presented in the 
appropriate fiduciary fund in accordance with GASB Statement No. 84.  

Repeat Finding 

No. 

Recommendation 

We recommend that LACERA establish documented controls to assess OPEB fiduciary fund 
classification, reconcile activity to supporting records, verify applicable GASB disclosures, and require 
independent review and approval before issuing the ACFR.
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Views of Responsible Officials and Planned Corrective Action 

LACERA agrees with the finding and recommendation. When GASB Statement No. 84 was initially 
implemented, LACERA evaluated the applicable guidance and, in consultation with its professional 
advisors, applied the requirements based on its understanding and interpretation of the standard at that 
time. As reflected in the Independent Auditors� Report and LACERA�s fiscal year 2026 financial 
statements, LACERA addressed the financial reporting impact of this matter by correcting the 
classification of certain OPEB employer contribution and benefit payment activity between the OPEB 
Trust Fund and OPEB Custodial Fund and restating the applicable prior-period amounts. LACERA will 
maintain appropriate controls over the classification and presentation of OPEB activity, including 
reconciliation and review procedures, to support accurate and consistent financial reporting in future 
periods. 
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Finding 2026-002 � Defined Benefit Plan Contributions 

Type of Finding 

Significant deficiency in internal control over financial reporting. 

Condition 

LACERA�s current control environment places reliance on accurate reporting from employers without 
the use of data validation or other controls to ensure accuracy of contributions remitted. This condition 
increases the risk that contributions are not being remitted by individual agencies correctly based on 
pensionable wages and current rates. 

Criteria or Specific Requirement 

Internal controls should be in place to verify contributions made are based on current rates and 
represent pensionable wages. 

Effect 

While we did not find evidence of actual errant reporting during our audit procedures, this condition 
increases the risk that contributions to the defined benefit plans may be inaccurately calculated and 
remitted to LACERA by individual agencies. 

Cause 

The payroll data files provided to LACERA by employers are not sufficient for LACERA to accurately 
perform proper data validation and reconciliation to contributions remitted.  

Repeat Finding 

No. 

Recommendation 

We recommend LACERA implement contribution validation controls or initiate an audit of contributing 
entity contributions as provided under California Government Code Section 31543. We commonly find 
large retirement systems like LACERA enforce employer reporting requirements such that appropriate 
data validation and reconciliations can occur systematically between membership records posting to 
the pension administration system and monies received by employers.  

Views of Responsible Officials and Planned Corrective Action 
 
LACERA agrees with the finding and recommendation and will work to enhance controls over the 
validation and reconciliation of employer contributions. The corrective action will involve collaboration 
among relevant LACERA divisions, including Systems, Accounting, Benefits, and Internal Audit, as well 
as coordination with Los Angeles County and other applicable stakeholders, to develop employer 
reporting that provides the information necessary for LACERA to validate contributions against 
pensionable wages and applicable contribution rates. LACERA�s objective is to establish a process 
that, where feasible, enables these validation and reconciliation procedures to be performed 
systematically within or in conjunction with the pension administration system, strengthening controls 
over the completeness and accuracy of employer contributions. 
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October 27, 2026 
  
TO: Audit, Compliance, Risk, and Ethics (ACRE) Committee  

Debbie Martin (BOI), Chair 
Nicole Mi (BOI), Vice Chair 
Aleen Langton (BOR), Secretary 
Trevor Fay (BOI), Trustee 
Bobbie Fesler (BOR), Trustee 
Shawn R. Kehoe (BOR), Trustee 
Elizabeth Ginsberg, Ex-Officio 
     

    ACRE Committee Consultant  
Larry Jensen 
   

FROM: Kristina Sun    
Interim Principal Internal Auditor 

   
FOR: November 18, 2026 Audit, Compliance, Risk, and Ethics (ACRE) Committee 
  
SUBJECT:  Human Resources Needs Assessment Advisory Engagement 
 
 
RECOMMENDATION 
In accordance with your current ACRE Committee Charter, staff recommends that the ACRE 
Committee review and discuss the following memo and take the action(s) below:  

1. Accept and file, 
2. Instruct staff to forward memo to Boards or Committees, 
3. Make recommendations to the Boards or Committees regarding actions as may be 

required based on the memo, and/or 
4. Provide further instruction to staff. 

 
PURPOSE 
This memorandum provides the ACRE Committee with an update on the completion of the 
Human Resources Division (HR) Needs Assessment advisory engagement and management’s 
ongoing efforts to evaluate and address the key findings. 

 
BACKGROUND 
Internal Audit initiated the HR Needs Assessment as an advisory engagement as part of the 
Fiscal Year (FY) 2026 Audit Plan to evaluate HR’s organizational capabilities, resource needs, 
processes, and service delivery and identify opportunities to strengthen HR operations and 
alignment with LACERA’s organizational needs and priorities. Internal Audit retained Liebert 
Cassidy Whitmore (LCW) to provide independent external human resources and employment-
related subject-matter expertise. Throughout the engagement, Internal Audit coordinated with 
HR and LCW, facilitated stakeholder participation, provided organizational context, and 
monitored the engagement’s progress and alignment with its objectives. The assessment 
incorporated stakeholder input and a review of relevant organizational information and 
practices. 
 
 



 
Human Resources Needs Assessment Advisory Engagement  
October 27, 2026 
Page 2 of 2 
  
ENGAGEMENT RESULTS 

LCW completed the HR Needs Assessment in September 2026. Overall, the assessment found 
that HR has a capable, experienced, and dedicated workforce, is generally appropriately 
staffed, and has an organizational structure that is fundamentally sound. The principal 
opportunities identified relate to management structure, delegation of authority, process design, 
communication, accountability, technology, and how work moves through the organization. At 
a high level, the assessment identified the following key themes: 

1. Organizational Structure and Leadership: While HR’s overall organizational structure 
and staffing levels were found to be generally appropriate, the assessment identified 
opportunities related to management structure, delegation of authority, strategic 
communication, and accountability.  

2. Recruitment and Vacancy Management: Recruitment was the most frequently cited 
area of concern. The assessment identified approval points and procedural requirements 
that can contribute to lengthy recruitment cycles. It also noted that not all prolonged 
vacancies are attributable to HR.  

3. Workforce Development and Succession Planning: The assessment identified 
opportunities to further develop the Employee and Organizational Development (EOD) 
Unit as a strategic resource supporting leadership development, workforce capability, 
and succession planning. It also identified succession planning and preservation of 
specialized institutional knowledge as areas requiring attention.  

4. Technology, Data, and Continuous Improvement: The assessment noted progress in 
HR’s use of existing technology while identifying opportunities to further leverage 
technology, automation, workforce analytics, and performance measures to modernize 
HR and support continuous process improvement.  

5. Organization-Wide Coordination: The assessment noted that several improvement 
opportunities extend beyond HR and that successful implementation will require 
coordination among the Executive Office, HR, operating departments, and other 
organizational stakeholders, as appropriate.  

The engagement resulted in providing LACERA with a road map on how to modernize HR to 
be a strategic business partner.  LCW noted that many recommendations can be implemented 
through process improvement rather than through significant additional staffing. 
 
MANAGEMENT RESPONSE AND NEXT STEPS 
The Executive Office, in coordination with HR, is evaluating the assessment results and 
determining appropriate priorities and responsive actions. Responsibility for determining the 
specific actions, sequencing, resources, and implementation approach remains with Chief 
Administrative Officer. Based on discussions with LCW, LACERA identified four stages: 
foundational actions; modernization improvements; institutionalization of longer-term strategic 
HR practices; and ongoing continuous improvement.  
 
CONCLUSION 
The completion of the HR Needs Assessment provides management with a framework to 
support the continued enhancement of HR operations and services. The assessment 
characterized the opportunity for continuous improvement as broader than HR alone. LCW 
noted that successful implementation will require coordinated action and shared accountability 
among HR, the Executive Office, operating departments, and other organizational stakeholders.  



 
 
October 21, 2026 
 
TO: Audit, Compliance, Risk, and Ethics (ACRE) Committee  

Debbie Martin (BOI), Chair   
Nicole Mi (BOI), Vice Chair 
Aleen Langton (BOR), Secretary 
Trevor Fay (BOI), Trustee 
Bobbie Fesler (BOR), Trustee 
Shawn R. Kehoe (BOR), Trustee 
Elizabeth Ginsberg, Ex-Officio 

 
ACRE Committee Consultant  

Larry Jensen 
 

FROM:   Delfino Aguilar  
 Interim Principal Internal Auditor  
  

FOR:  November 18, 2026 Audit, Compliance, Risk, and Ethics (ACRE) Committee 
 
SUBJECT:  Unclaimed Accounts Audit   

RECOMMENDATION 
In accordance with your current ACRE Committee Charter, staff recommends that the ACRE 
Committee review and discuss the following engagement report to take the following action(s):  

1. Accept and file, 
2. Instruct staff to forward report to Boards or Committees, 
3. Make recommendations to the Boards or Committees regarding actions as may be 

required based on audit findings, and/or 
4. Provide further instruction to staff. 

ENGAGEMENT REPORT 
Unclaimed Accounts Audit 
(Report Issued on October 21, 2026) 
 

Attachments: 
A. Unclaimed Accounts Audit Report 
B. Unclaimed Accounts Audit Presentation 

 
DA 
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AUDIT PERFORMED BY: 

DELFINO AGUILAR, CPA, CIA     
INTERIM PRINCIPAL INTERNAL AUDITOR 

LACERA INTERNAL AUDIT DIVISION 

Unclaimed Accounts Audit 

Attachment A



 

AUDIT REPORT 
Audit Name  Unclaimed Accounts 
Responsible        Division  Benefits 
Audit Rating *  Opportunities for Improvement 

Prior Audit Rating *  Opportunities for Improvement 
Prior Report Date  November 20, 2013 

 
BACKGROUND 
Per LACERA’s Business Rule Updates (BRU), Unclaimed Accounts are funds that have been 
undistributed, undeliverable, or unclaimed by the member and/or their beneficiaries for more 
than 90 days. After the 90-day period, the funds and accounts are locked to prevent 
unauthorized activity on the accounts.   The Benefits Division Manager and the Special Benefits 
Services Section Head are authorized to unlock the accounts. 
 
Unclaimed accounts generally arise in two circumstances: 

 The member is deceased or cannot be contacted; or 

 The beneficiary of a deceased member cannot be contacted. 
 
Unclaimed account activity includes multiple types of accounts and involves outreach, account 
handling, and eventual locking where applicable. For deceased account scenarios, outreach is 
performed through staged notices and a phone call attempt, after which an account may be 
treated as unclaimed if no response is received. Additionally, guidelines, such as the BRU 160, 
367, and 604, further describe broader unclaimed account situations involving longer-dormant 
account balances and their processes as described below. (Please note that only the following 
types of accounts were considered during this audit and no other types of unclaimed accounts 
were reviewed):  
 
Deceased Members. LACERA pays death claim benefits to the member’s beneficiaries when 
the member passes. The Benefits Division’s Death Legal Unit will contact the beneficiaries by 
letter and phone to the addresses and phone numbers on file. If these efforts are unsuccessful, 
the account is transferred to the Benefits Protection Unit (BPU), which uses skip-tracing 
techniques to obtain additional contact information. After 90 days of no contact, the accounts 
are classified as unclaimed.  
 
Uncontactable Members (Not yet determined to be deceased). When neither the member 
nor beneficiaries can be contacted, the account is transferred to the BPU. The BPU uses skip-
tracing techniques to obtain additional contact information. After 90 days of no contact the 
account is classified as unclaimed. 
 

AUDIT OBJECTIVE & SCOPE 
An audit of Unclaimed Accounts is included in the Fiscal Year-End (FYE) 2025-2026 Internal 
Audit Plan due to the risks associated with the process. The objective of this audit is to evaluate 
the effectiveness, accuracy, and consistency of LACERA’s processes for handling unclaimed  
accounts within the Benefits Division, including whether account safeguards, outreach 
practices, and related documentation support the control objectives of the processes. 

 
* See Appendix 1 for Audit Rating 
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The scope or time-period for this audit were unclaimed accounts but only limited to deceased 
members and unreachable members/beneficiaries, from March 1, 2024, through February 28,  
2026. The audit objectives were to evaluate if: 

1. Dormant, inactive, and/or unclaimed member accounts are properly identified through 
systematic criteria, automation, or periodic reviews to prevent misclassification or 
omission. 

2. Required notices and outreach efforts are performed and documented in accordance with 
LACERA’s policies and procedures. 

3. Ensure that accounts are locked/dormant timely once it is identified as an unclaimed 
account. 

4. Records are maintained and regular reviews to monitor the status of the accounts and 
potential resolution of unclaimed accounts. 

5. Payments are sent to the beneficiary(ies). 
6. Proper documents are received and verified for accuracy and legitimacy before unlocking, 

authorizing, and disbursing payments. 
7. Benefit payments from unclaimed accounts are only made after proper 

manager/supervisory approval. 
8. Compliance with internal policies and business rules governing unclaimed accounts. 

 
The audit was performed in accordance with the Institute of Internal Auditors Standards. This 
included, as required by Standard 13.3, whether any scope limitations existed during the audit 
period. 
 
AUDIT RATING & SUMMARY OF FINDINGS 
Internal Audit observed that the Benefits Division has established a process for outreach and 
handling of unclaimed accounts and noted evidence of staff efforts to locate members and 
beneficiaries and document correspondence. The audit also identified opportunities to 
strengthen consistency in locking timelines, documentation of unlock authority and aged 
accounts oversight, and evidence of required phone outreach. Addressing these issues would 
better align operations with the intent of the control framework and improve management 
visibility over unresolved accounts. As a result, the overall audit rating given is “Opportunities 
for Improvement.” 

Summary of Findings 

Finding           # Page Finding Title Risk Rating** 

F1 4 
Inconsistent and Untimely Locking of 
Member Accounts 

Medium 

F2 6 
Required Updates to Policy and Procedures 
for Unclaimed Account Management 

Medium 

 

Each of the above Findings is detailed in the following pages, including our Recommendations 

 
**See Appendix 2 for Findings Risk Rating Scale 



Unclaimed Accounts Audit 
October 21, 2026 
Page 3 of 10 

 

 

and Management Action Plans. 
 
We would like to thank the Benefits Division for their cooperation with this audit. 
 
 
REVIEWED AND APPROVED 
 

 
    Date: October 21, 2026 
Leisha E. Collins 
Chief Audit Executive 

 
REPORT DISTRIBUTION 
 

2026 ACRE Committee Luis A. Lugo, CEO J.J. Popowich, CBO 

Larry Jensen, 
ACRE Committee Consultant 

Steven P. Rice, 
Chief Legal Counsel 

Jessica Baxter, CAO 

Internal Audit Group 2026 CLA Audit Team 
Theo King, Benefits 
Division, Special Benefits 
Services, Section Head 

Louis Gittens, Benefits Division 
Manager 
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Finding # 1 

 Inconsistent and Untimely Locking of Member Accounts 
Risk Rating: 
Medium 

 
OBSERVATION 
The auditor reviewed 93 sampled unclaimed accounts to assess whether account locks were 
applied within the intended 90-day timeframe. Testwork disclosed, 49 (52.7 percent) of the 93 
accounts were not locked within the intended timeframe. These fell into two distinct groups; 22 
accounts that were locked past 90 days, and 27 accounts that remained unlocked as of the date 
of testing. These 27 unlocked accounts were forwarded to the Benefits Division for review; and 
management subsequently locked them on July 15, 2026.   
 
The factors described below are separate and independent contributors. Each represents a 
distinct breakdown in the design or operation of the account-locking control: 
 

I. Several accounts were locked beyond the intended threshold. 
o This usually occurs as a result of the type of account (e.g., individual, entity, etc.). 

For example, registered trusts receive correspondence requesting trust or estate 
documentation that differs from the standard outreach letters that start the locking 
clock. Because these letters do not trigger the standard locking timeline, the 
affected accounts may be locked late or not locked at all. This is a document-
driven cause, distinct from the timing mechanics described in the following second 
factor.   

II. When correspondence was returned and a new first notice was issued, the outreach 
timeline effectively restarted. This could make compliance appear timely when measured 
from the reissued notice, even though the total elapsed time from the original triggering 
event exceeded the 90-day timeframe. 
 

RISK 
Untimely account locking may increase the risk of unauthorized activity or processing error. 
Additionally, measuring timeliness from a resettable outreach date may underestimate  how long 
an account remained unlocked, limiting management visibility over the true duration of risk 
exposure. 
 
RECOMMENDATION #1 
Benefits Division Management should clarify and document a single triggering date for the 
locking timeline, such as the date LACERA is notified of the member’s death, and define whether 
subsequent outreach activity, including reissued correspondence, affects that timeline. Internal 
Audit further recommends aligning the written process with actual practice regarding the number 
of notices issued before locking so that expectations, execution, and reporting are consistent. 
 
Management’s Response 
Management agrees with the finding and recommendation. The Benefits Division will review 
and update its procedures to clarify the triggering date for account locking, address the effect of 
reissued correspondence and extended outreach on the timeline, and align the documented 
process with actual practice. 
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1. The Benefits Division will update the Member Operations Resource Index (MORI) 

procedures to reflect the revised timeframe for locking unclaimed accounts. 
2. The Benefits Division will coordinate with Systems to update the process so that the 

account-locking count begins from the date LACERA receives the death notice. 

Target Completion Date:  

1. Member Operations Resource Index (MORI) procedure updates will be completed no later 
than October 31, 2026. 
 

2.  Systems will update the locking clock based on the date LACERA is notified of the member’s 
death. This will be completed no later than February 28, 2027. 
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Finding # 2 

Required Updates to Policy and Procedures for Unclaimed 
Account Management 

Risk Rating: 
Medium 

 
OBSERVATION 
Our review of unclaimed account processes, supporting documentation, and sampled accounts 
identified two interrelated areas where documented policies and procedures lack sufficient 
operational guidance to ensure consistent application, resulting in practices that diverge from 
the intended control framework. The following inconsistencies were observed: 
 

1. Account Unlock Activity by Non-Designated Staff 
The documented procedures restrict unlock authority to the Benefits Division Manager 
and the Special Benefits Services Section Head. However, 9 accounts were unlocked by 
a Retirement Benefits Specialist III. Management stated that this individual had been 
granted unlock authority in his capacity as an acting supervisor, to maintain operations 
when the designated individuals were unavailable. This communication was 
communicated informally and was not documented in the procedures. 

Internal audit reviewed all 9 unlock instances and confirmed that each was a legitimate 
account-maintenance action, each account was subsequently re-locked, and no 
fraudulent or suspicious activity occurred. Although no improper intent was identified, the 
current procedures do not adequately address the operational circumstances that may 
require staff beyond the two designated individuals to unlock accounts. Specifically, the 
procedures do not define the following: 

a. The specific circumstances under which unlocking is permitted (e.g., valid claim 
received, estate documentation submitted, beneficiary located); 

b. Whether unlock authority varies by position level or account type (e.g., whether a 
lead or supervisor may unlock under defined conditions when the Division 
Manager or Section Head is unavailable); 

c. The documentation requirements for each unlock event (e.g., reason code, 
supporting documentation, supervisory authorization or sign-off); or 

d. Whether prior approval is required before the unlock is executed, or whether after-
the-fact documentation is acceptable. 
 

Without clear procedural guidance, staff may apply unlock authority inconsistently, 
weakening the intended segregation-of-duties control. 
 

2. Absence of Periodic Review and Follow-Up Monitoring for Aged Locked Accounts 
Review of the sampled accounts showed that after the initial outreach efforts, there is no 
documented, recurring process for periodically reviewing the status of accounts that 
remain unlocked beyond the expected 90-day timeframe. In practice, this means that 
once an account passes through the outreach cycle without resolution, it may remain in 
a pending or unresolved state indefinitely, with no systematic mechanism for the 
following: 
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a. Management Review of aged, unlocked accounts at a defined cadence; 
b. Escalation based on aging thresholds (e.g., accounts exceeding 120, 180, or 365 

days without resolution); 
c. Documented disposition confirming that each reviewed account was evaluated 

and a decision was made (e.g., lock, continue outreach, escalate); or 
d. Reporting to division management or executive leadership on the volume and 

aging of accounts that remain unresolved. 
 

The current procedures do not address a periodic review requirement, a monitoring 
cadence, or an exception reporting process. As a result, there is no detective control 
functioning as a safety net to identify accounts that have fallen outside the expected 
locking timeline, regardless of whether the initial locking control operated as intended. 
 
Benefits Division staff use professional judgment in managing individual accounts and 
some accounts remain unlocked for legitimate operational reasons. However, the 
absence of formalized guidance creates reliance on individual discretion rather than 
documented, consistent procedures. Implementing the recommendation of Finding #1 
above, the defined set date for locking purposes will reduce the likelihood of new aged, 
unlocked accounts. 
 

Internal Audit’s review of unclaimed account processes, supporting documentation, and sampled 
accounts identified three related gaps as described below. As such, the Benefits Division 
Management should, at a minimum, develop and implement a comprehensive update to the 
unclaimed accounts policies and procedures that set the criteria and methodology for locking in 
addition to addressing the following: 
 

1. Formalize Unlock Authority, Circumstances, and Documentation Requirements. 
Define and document the specific roles authorized to unlock accounts, including whether 
authority may be delegated under defined conditions (e.g., when the Division Manager or 
Section Head is unavailable). Specify the permissible circumstances for unlocking (e.g., 
valid claim, estate settlement, beneficiary located), whether authority varies by position 
level or account type, and the documentation required for each unlock event, including 
reason, supporting documentation, and supervisory authorization. Ensure that all unlock 
events are logged with sufficient detail to maintain a complete audit trail. 
 

2. Establish a Periodic Review and Monitoring Cadence for Aged Accounts 
Implement a documented, recurring review process (e.g., monthly or quarterly) for all 
accounts that remain unlocked beyond the 90-day threshold. Define aging escalation 
thresholds (e.g., 120, 180, 365 days) with documented disposition requirements for each 
account reviewed. Consider implementing an aging exception report for management 
review that tracks volume, aging, and resolution status of outstanding accounts. 
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3. Implement Escalation and Reporting Protocols 

For accounts exceeding defined aging thresholds, establish an escalation protocol that 
includes reporting accounts to division management and, significantly aged accounts to 
executive management. This ensures that prolonged unresolved accounts receive 
appropriate leadership attention and are not dependent solely on staff follow-through. 

 
RISK 
When policies and procedures do not align with actual practice or lack sufficient operational detail, 
the resulting ambiguity creates control risk. Allowing non-designated staff to unlock accounts, 
without defined circumstances, documentation requirements, or approval protocols, weakens 
segregation of duties and increases the risk of unauthorized access without an adequate audit trail.  
 
Additionally, without periodic monitoring, management may not identify or escalate aged, unlocked 
accounts for timely resolution.  Together, these gaps weaken the safeguarding intent of account 
locking.    
 
RECOMMENDATION #2 
Internal Audit recommends that Benefits Division Management update the unclaimed accounts 
policies and procedures to strengthen controls over account locking, monitoring, and oversight. 
As outlined in the observation above, the update should formalize unlock authority and 
documentation requirements, establish a periodic review of accounts that remain unlocked 
beyond the expected timeframe, and define escalation and reporting protocols for aged accounts 
to executive management for transparency purposes. 
 
Management’s Response 
Management agrees with the finding and recommendation. The Benefits Division will update the 
unclaimed account policies and procedures to clarify account lock and unlock authority, define 
required documentation, establish a recurring review process for aged unlocked accounts, and 
implement escalation and reporting protocols to strengthen oversight and ensure consistency 
with actual practice. 
 
1. Benefits will update the Member Operations Resource Index (MORI) procedures to 
 identify the leadership positions authorized to lock and unlock accounts. 
2. Benefits will update the Member Operations Resource Index (MORI) procedures to define  
 the cadence and process for the Exceptions Team’s review of unlocked accounts. 
3. Benefits will provide periodic updates to the Executive Office regarding unclaimed  

accounts, including account aging and resolution status, as appropriate. 
 
Target Completion Date: 
Member Operations Resource Index (MORI) procedure updates will be completed no later than 
February 28, 2027. 
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APPENDIX 1  

AUDIT RATING SCALE 
Internal Audit issues three standard audit report evaluations as defined below: 
 
Satisfactory 
The control environment is acceptable with minor issues having been identified. The overall 
environment contains sufficient internal controls to address key risks, and business practices 
generally comply with Company policies. Corrective action should be implemented to 
address any weaknesses identified during the audit in order to maintain or enhance the 
control environment. 
 
Opportunities for Improvement 
The control environment has opportunities for improvement with significant issues, 
individually or in aggregate, having been identified or major noncompliance with Company 
policies. The overall environment contains insufficient internal controls to address key risks. 
Prompt corrective action should be implemented to address the weaknesses and strengthen 
the control environment. 
 
Unsatisfactory 
The control environment is unacceptable with critical issues, individually or in the aggregate, 
having been identified or major noncompliance with Company policies. The overall 
environment contains insufficient internal controls to address key risks, and the impact may 
be substantial in size, nature, or their effect cannot be quantified. Immediate corrective action 
should be implemented to address the weaknesses and strengthen the control environment. 
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APPENDIX 2 

FINDINGS RISK RATING SCALE 
 

Findings identified during the audit are assigned a risk rating, as outlined in the table below. The 
risk rating is based on the financial, operational, compliance, or reputational impact that the issue 
identified could have on LACERA. 
 

Rating Financial Internal 
Controls Compliance Reputational Executive 

Management 

High 

 
Large financial 
impact to 
LACERA or 
Members 

 
Actions not 
aligned with 
fiduciary 
responsibilities 

 
Missing or 
inadequate key 
internal controls 

 
Not adequate to 
identify fraud, 
noncompliance 
or 
misappropriation 

 
 
Non-
Compliance 
with 
applicable 
Federal or 
State laws 
or 
LACERA’s 
policies 

 
 
High 
probability 
for external 
audit issues 
and/or 
negative 
public 
perception 

 
Important 
critical 
business 
process 
identified by 
Exec Office 

 
Requires 
immediate 
attention 

Medium 

Moderate 
financial risk 
to LACERA or 
members 

 
Actions could 
be better 
aligned with 
fiduciary 
responsibilities 

 
Partial key 
internal controls 

 
Not adequate to 
identify 
noncompliance 
or 
misappropriation 
in timely manner 

 
Inconsistent 
compliance 
with 
applicable 
Federal or 
state laws 
or 
LACERA’s 
policies 

 
 
Potential for 
external 
audit issues 
and/or 
negative 
public 
perception 

 
 
Relatively 
important 

 
May or may not 
require 
immediate 
attention 

Low 

 
 
 

Low financial 
impact to 
LACERA or 
members 

 

Internal controls 
in place but not 
consistently 
efficient/effective 

 
Implementing/ 
enhancing 
controls could 
prevent future 
problems 

 
General 
compliance 
with 
applicable 
Federal or 
State laws 
or 
LACERA’s 
policies, but 
some minor 
discrepancie
s exist 

 
 
 
Low 
probability 
for external 
audit issues 
and/or 
negative 
public 
perception 

 
 
 
Lower 
significance 

 
Does not 
require 
immediate 
attention 
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Summary of Engagement

2

Benefits DivisionResponsible Divisions:

AssuranceType of Engagement:

Opportunities for ImprovementAudit Rating:

Type of Engagement:
Assurance: Assurance Engagements provide an objective examination of evidence for
the purpose of providing an independent assessment to Management and the ACRE
Committee on governance, risk management, and control processes for LACERA.

Purpose
The purpose of this engagement is to evaluate the processes, controls, and systems
utilized by the Benefits Division to classify, handle, calculate, authorize, and disburse
unclaimed accounts.
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Background, Objectives, and Scope

3

Background
 At the time of the audit, an unclaimed accounts are funds that have been undistributed, undeliverable, or unclaimed by the 
member and/or their beneficiaries for more than 90 days.

Objectives
1. Evaluate whether dormant, inactive, and unclaimed member accounts are properly identified.
2. Evaluate whether required notices and outreach are performed and documented in line with LACERA policy.
3. Evaluate whether unclaimed accounts are locked promptly once identified.

4. Evaluate whether unclaimed account records are maintained and reviewed regularly through to resolution.

5. Evaluate whether members receive and cash their benefit payments.

6. Evaluate whether claimant documents are verified for accuracy and eligibility before accounts are unlocked and
benefits are paid.

7. Evaluate whether unclaimed account payments are supported by proper documentation and supervisory approval.
8. Evaluate compliance with internal policies and business rules for unclaimed accounts. 

Scope 
The scope of this engagement includes unclaimed accounts handled between March 1, 2024, through February 28, 2026.

Please Note: Only Unclaimed Account of Deceased Members and Unreachable Members/Beneficiaries were included 
in this engagement.
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Audit Results – Objectives:
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Audit Results Dashboard – Unclaimed Accounts
Test ResultsAudit Objectives

No Exceptions Noted.

Objective 1: Evaluate whether dormant, inactive, and unclaimed member accounts are properly identified.

Control Attribute Tested: Verify that the Benefits Division has formal and documented criteria to identify unclaimed accounts and 
that accounts are consistently and completely classified using those criteria.

No Exceptions Noted.

Objective 2: Evaluate whether required notices and outreach are performed and documented in line with LACERA 
policy.

Control Attribute Tested: Ensure that required outreach steps are performed and documented in accordance with applicable 
business rules or procedures. Also, confirm that member outreach documentation supports a diligent approach.

No Exceptions Noted.

Objective 5: Evaluate whether members receive and cash their benefit payments.

Control Attribute Tested: Verify payments from unclaimed accounts are tracked end-to-end (i.e., 
issued/returned/uncashed/reissued) with sufficient documentation to support each status.

No Exceptions Noted.

Objective 6: Evaluate whether claimant documents are verified for accuracy and eligibility before accounts are 
unlocked and benefits are paid.

Control Attribute Tested: Verify required documentation is obtained and validated before unlocking accounts or releasing funds.

No Exceptions Noted.

Objective 7: Evaluate whether unclaimed account payments are supported by proper documentation and supervisory 
approval.

Control Attribute Tested: Ensure disbursements are only processed after required documentation is received and appropriate 
supervisory/manager approval is documented.
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Audit Results – Objectives (Continued):
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Audit Results Dashboard – Unclaimed Accounts
Test ResultsAudit Objectives

Finding #1

Objective 3: Evaluate whether unclaimed accounts are locked promptly once identified.

Control Attribute Tested: Verify accounts are locked timely once they meet the unclaimed criteria and 
remain protected from unauthorized activity.

Finding #2

Objective 4: Evaluate whether unclaimed account records are maintained and reviewed 
regularly through to resolution.

Control Attribute Tested: Verify a tracking system exists or a protocol and that it is reviewed at an 
established cadence with documented outcomes.

Incorporated into Finding #1 and 
Finding #2

Objective 8: Evaluate compliance with internal policies and business rules for unclaimed 
accounts. 

Control Attribute Tested: Ensure unclaimed account handling aligns with policies and procedures.
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Summary of Recommendations & Management Responses
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Management ResponseRecommendationRatingTitle of 
Finding

Finding #

Management agrees with the finding and recommendation. The Benefits Division will review and
update its procedures to clarify the triggering date for account locking, address the effect of
reissued correspondence and extended outreach on the timeline, and align the documented
process with actual practice.

1. The Benefits Division will update the Member Operations Resource Index (MORI)
procedures to reflect the revised timeframe for locking unclaimed accounts. (Complete)

2. The Benefits Division will coordinate with Systems to update the process so that the
account-locking count begins from the date LACERA receives the death notice.

Target Date: February 28, 2027.

Benefits Division Management should
clarify and document a single triggering
date for the locking timeline, such as the
date LACERA is notified of the member’s
death, and define whether subsequent
outreach activity, including reissued
correspondence, affects that timeline.
Internal Audit further recommends aligning
the written process with actual practice
regarding the number of notices issued
before locking so that expectations,
execution, and reporting are consistent.

Medium

Inconsistent 
and Untimely 
Locking of 
Member 
Accounts

1

Management agrees with the finding and recommendation. The Benefits Division will update the
unclaimed account policies and procedures to clarify account lock and unlock authority, define
required documentation, establish a recurring review process for aged unlocked accounts, and
implement escalation and reporting protocols to strengthen oversight and ensure consistency
with actual practice.

1. Benefits will update the Member Operations Resource Index (MORI) procedures to
identify the leadership positions authorized to lock and unlock accounts.

2. Benefits will update the Member Operations Resource Index (MORI) procedures to
define the cadence and process for the Exceptions Team’s review of unlocked accounts.

3. Benefits will provide periodic updates to the Executive Office regarding unclaimed
accounts, including account aging and resolution status, as appropriate.

Target Date: February 28, 2027.

Internal Audit recommends that Benefits
Division Management update the
unclaimed accounts policies and
procedures to strengthen controls over
account locking, monitoring, and oversight.
As outlined in the observation above, the
update should formalize unlock authority
and documentation requirements, establish
a periodic review of accounts that remain
unlocked beyond the expected timeframe,
and define escalation and reporting
protocols for aged accounts to executive
management for transparency purposes.

Medium

Required 
Updates to 
Policy and 
Procedures for 
Unclaimed 
Account 
Management

2
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Conclusion

• Audit Independence and Objectivity
The audit was conducted independently and objectively following
the Institute of Internal Auditors (IIA) Standards.

• Overall Audit Rating
Overall, Benefits demonstrates a strong control environment with
effective oversight and the capacity to achieve its divisional
objectives; however, given the medium-rated findings, the overall
audit rating is assessed as “Opportunities for Improvement.”

Refer to Appendix 1 of the audit report for a detailed description of
the audit rating.

7
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Thank you

8

We would like to thank the Benefits Division for their cooperation on this engagement.

QUESTIONS?



 
 
November 6, 2026 
 
TO: Audit, Compliance, Risk, and Ethics (ACRE) Committee  

Debbie Martin (BOI), Chair   
Nicole Mi (BOI), Vice Chair 
Aleen Langton (BOR), Secretary 
Trevor Fay (BOI), Trustee 
Bobbie Fesler (BOR), Trustee 
Shawn R. Kehoe (BOR), Trustee 
Elizabeth Ginsberg, Ex-Officio 

 
ACRE Committee Consultant  

Larry Jensen 
 

FROM:   Delfino Aguilar   
 Interim Principal Internal Auditor 
 
 Alex Ochoa  
 Internal Auditor  
  

FOR:  November 18, 2026 Audit, Compliance, Risk, and Ethics (ACRE) Committee 
 
SUBJECT:  Member Appointment System Audit   

RECOMMENDATION 
In accordance with your current ACRE Committee Charter, staff recommends that the ACRE 
Committee review and discuss the following engagement report to take the following action(s): 

1. Accept and file, 
2. Instruct staff to forward report to Boards or Committees, 
3. Make recommendations to the Boards or Committees regarding actions as may be 

required based on audit findings, and/or 
4. Provide further instruction to staff. 

ENGAGEMENT REPORT 
Member Appointment System Audit 
(Report Issued on November 6, 2026) 
 

Attachments: 
A. Member Appointment System Audit Report 
B. Member Appointment System Audit Presentation 

 
 
DA:ao 



November 6, 2026 

AUDIT PERFORMED BY: 

Delfino Aguilar, CPA, CIA, Interim Principal Internal Auditor  
Alex Ochoa, Internal Auditor 

LACERA INTERNAL AUDIT DIVISION 

Member Appointment System Audit 

Attachment A



AUDIT REPORT 
Audit Name  Member Appointment System 
Responsible        Division  Member Services Division 
Audit Rating *  Opportunities for Improvement 

Prior Audit Rating *  N/A 
Prior Report Date  N/A 

BACKGROUND 
Internal Audit performed an audit of the Member Appointment System to evaluate whether 
member counseling appointments in Q-Flow are scheduled, allocated, monitored, and reported 
in a manner that is accurate, equitable, and consistent with LACERA’s documented procedures. 
This engagement is included in the Fiscal Year (FY) 2027 Internal Audit Plan because 
counseling appointments are central to LACERA’s Superior Member Experience priority and 
have not been audited since Q-Flow was implemented in 2022. 

The Member Services Division (Member Services) provides retirement counseling and 
education to LACERA’s members through the Member Service Center (MSC), the Virtual 
Member Service Center (VMSC), and an outreach program of webinars, new member 
orientations, and field events at Los Angeles County Departments. Retirement Benefits 
Specialists (RBSs) deliver both counseling appointments and outreach, and rotate through the 
Call Center, front desk, and lead assignments. Outreach and other assignments, therefore, 
directly affect the number of available specialist at any given day.  

Q-Flow effectively supports member-facing functions, such as appointment scheduling, check-
in, and queue management. However, its reporting capabilities are limited, as the system does 
not readily produce the reports needed to analyze appointment allocation, specialist workload, 
and available capacity. As a result, Supervising Specialists create and manage appointment 
slots in Q-Flow and use internally developed spreadsheets to allocate appointments to RBSs 
according to staff availability and management requests. At the time of the appointment, 
Reception enqueues the member, the assigned specialist conducts the session, and wrap-up 
activity is documented in WorkSpace, LACERA’s member account system. Supervising 
Specialists monitor appointment volumes, capacity, and compile the appointment metrics 
reported to Executive Management in the Strategic Action Report (SAR).

During the audit period of January 1, 2025, through June 30, 2026, Q-Flow recorded 7,010 in-
person and virtual counseling appointments. Over the same period, the RBSs who conduct 
these appointments also supported 126 outreach events, including webinars, new member 
orientations, and field visits. Internal Audit considered these outreach activities as part of its 
review of the Outreach Unit’s operations because they reduce the number of specialists, and 
therefore the time, available for member appointments. 

The table below summarizes counseling appointments volume during the audit period, together 
with the outreach and other scheduled activities that drew appointment-taking specialists away 
from the appointment schedule. 

* See Appendix 1 for Audit Rating
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Counseling Appointments (January – June 2026)  Appointments 

In-Person Appointments (MSC)  3,624 

Virtual Appointments (VMSC)  3,386 

Total Counseling Appointments  7,010 

Scheduled Specialist Activities (January – June 2026) Events Specialist Hours 

Webinars and Virtual Seminars 56 353.5 

Field Calls and Visits 42 250.9 

New Member Orientations (Virtual and Outreach) 28 27.0 

Subtotal: Outreach 126 631.4 

Other (Staff Meetings, Training, Special Assignments) 21 142.8 

Total Scheduled Activities 147 774.2 

Source: Appointment counts were obtained from Q-Flow Unit Appointments and Service Level 
Reports generated by Internal Audit and recalculated as part of testing (see Finding #2).  
 

AUDIT OBJECTIVE & SCOPE 

The purpose of this audit was to evaluate the adequacy and effectiveness of the policies, 
procedures, system configurations, and controls used by Member Services to schedule, 
allocate, monitor, and report member counseling appointments. The audit objectives were to 
assess: 

1. Manager's Control Slot Blocks. Whether held slots are supported by a documented 
operational reason and released when the reason resolves, and whether Q-Flow 
adequately captures justification and release. 

2. Performance Metrics and Reporting. Whether Q-Flow generates complete and 
accurate data for executive and Board-level reporting, and the extent to which processes 
outside Q-Flow are needed to compile, adjust, or validate metrics before reporting. 

3. Appointment Allocation. Whether allocation follows documented criteria, and whether 
Q-Flow's functionality is sufficient to achieve the intended distribution or whether 
supervisory and manual intervention is required. 

4. System Access Rights. Least-privilege restriction, timely provisioning and deactivation, 
and whether system functionality supports separation of duties. 

5. Governance and Supervisory Oversight. Whether oversight is documented and 
operating as intended, and whether Q-Flow provides sufficient records to evidence it. 

This audit engagement covered the period between January 1, 2026, through June 30, 2026.  

The audit was performed in accordance with the Institute of Internal Auditors' (IIA) Global 
Internal Audit Standards (Standards). This included, as required by Standard 13.3, 
consideration of whether any scope limitations existed during the audit period. 
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INDEPENDENCE AND OBJECTIVITY 

Consistent with Standards 2.2 and 2.3, Internal Audit evaluated a potential impairment to 
objectivity in connection with this engagement and implemented safeguards to preserve both 
actual and perceived objectivity.  These safeguards included segregating testwork and 
reviewing all affected workpapers. The Chief Audit Executive approved these safeguards, 
subject to ongoing monitoring. 
Internal Audit concluded that the engagement was conducted with independence and 
objectivity.  
 
AUDIT RATING & SUMMARY OF FINDINGS 
Our audit observations and testing indicate that Member Services delivers appointment services 
through a process that is generally understood by staff and supported by system functionality. 
Sampled appointments were substantially corroborated across Q-Flow, WorkSpace, and the 
Member Services Calendar, and testing did not identify evidence that appointments were used 
to obscure availability or manipulate reported metrics. However, testing identified conditions 
warranting Management's attention, as described in the following findings. Accordingly, the 
overall audit rating is “Opportunities for Improvement.” 

Summary of Findings 

Finding           # Page Finding Title Risk Rating** 

F1 5 
Lack of a Formalized Data-Informed 
Appointment Allocation Model 

Medium 

F2 7 
Management Reporting Does Not Reconcile to 
Q-Flow Source Data 

Medium 

F3 9 
Untimely Deactivation and Inaccurate 
Administration of Q-Flow User Access 

Medium 

Each of the above Findings is detailed in the following pages, including our Recommendations 
and Management Action Plans. 
 
We would like to thank the Member Services Division for their cooperation with this audit. 
 
REVIEWED AND APPROVED 

 
 
       Date: November 6, 2026 
Leisha E. Collins 
Chief Audit Executive 

 
 

 
**See Appendix 2 for Findings Risk Rating Scale 
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Finding # 1 

Lack of a Formalized  Data-Informed Appointment 
Allocation Model 

Rating: 
Medium 

 
OBSERVATION 
Member Services Management uses historical appointment data to determine appointment 
availability and allocation.  Furthermore, appointment capacity is expanded as processes evolve 
and additional specialists are on-boarded. Internal Audit acknowledges Management's proactive 
approach to aligning appointment availability to confirmed staffing capacity. However, this 
methodology is not formally documented. Having a formalized allocation model specifies how 
the analysis is performed, what data informs it, the frequency of updates, and how the results 
guide allocation and release decisions. 
 
Based on discussions with Division Management, the current approach does not weight 
appointments by service type, expected complexity, or expected service time. Internal Audit’s 
testing indicated that Retirement Overview appointments, which represent the majority of 
appointment volume, generally exceed the standard one-hour appointment, while other 
appointment types are typically shorter.  As a result, specialists may receive different workloads 
even when assigned, a comparable number of appointments. 
 
Internal Audit also noted that, during the audit period, the division operated with 16 appointment-
taking specialists, approximately two-thirds of its full capacity, while continuing to support 
outreach, the Call Center, and other member-facing responsibilities. A documented allocation 
model would enable Management to demonstrate how it balances competing demands and 
scales appointment availability. 
 
In the absence of a documented model, appointment types are not categorized by expected 
effort, workload is not measured using weighted appointment types, and the basis for scaling 
published appointment availability as vacant positions are filled is not defined. In addition, 
appointment allocation is performed outside of Q-Flow through spreadsheets maintained by 
Supervising Specialists, and available Q-Flow functionality to designate appointment windows 
or capacity by service type is not currently used. 
 
RISK 

Because the approach is not documented, it cannot be independently validated, applied 
consistently across Supervising Specialists, or retained if key personnel change. Workload may 
be distributed unevenly across appointment types, and published appointment availability may 
not fully reflect the division's resources as staffing is restored. A documented basis would also 
allow Management to demonstrate that allocation decisions are equitable and analytically 
grounded.  
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RECOMMENDATION #1 
Internal Audit recommends that Member Services Division Management formalize and 
document its data-informed approach to appointment allocation, building on the historical 
analysis it already has described and currently utilizing.  
 
Management’s Response 
Management agrees with the findings and recommendation. Member Services has formalized 
and documented its data-informed appointment allocation approach in the Management 
Operating Instruction, MOI: Member Service Center Appointment Capacity and Allocation, which 
has been drafted and submitted for publishing in the Member Services MOI library. Management 
will also continue to work with the Workforce Analyst to incorporate historical appointment data 
into the operating instructions. This work includes evaluating appointment types and service 
durations, validating available data, assessing Q-Flow functionality, developing appropriate 
workload measures, aligning appointment availability with confirmed staffing levels, and 
establishing ongoing monitoring of utilization, wait times, appointment duration, no-shows, and 
workload distribution. Management will implement these actions in phases, as operationally 
feasible, and will periodically review and adjust the approach based on staffing, system 
capabilities, and member demand. 
 
Target Completion Date: June 30, 2027 
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Finding #2 

Management Reporting Does not Reconcile to Q-Flow Source Data 
Rating:  
Medium 

 
OBSERVATION 
Member Services’ appointment metrics are reported to Executive Management and inform the 
Strategic Action Report, staffing decisions, and LACERA's representations of member service 
performance. Internal Audit independently generated the corresponding Q-Flow reports for each 
month of the audit period and recalculated the reported metrics. 

Internal Audit identified differences between the appointment activity reported to Executive 
Management and the corresponding Q-Flow System Reports for the same reporting population 
and period. For January through June 2026, reported appointments totaled 6,850, compared to 
7,010 per Q-Flow, a difference of 160 appointments, or 2.3 percent. This difference is shown in 
the chart below: 
 

 
 
The date ranges used to generate the supporting Q-Flow reports did not consistently correspond 
to the full reporting month. In addition, the current process lacks a documented reconciliation 
that explains report parameters, filters, appointment statuses, exclusions, or manual 
adjustments before the information is compiled and distributed. 
 
Reporting periods, appointment statuses, filters, and calculation logic are not formally aligned 
between Q-Flow and the Management Report, and there is no requirement to review and 
document variances or to evidence review before the metrics are distributed. As a result, 
differences are neither detected nor explained. 
 

6,850

3,536

3,207

7,010

3,624

3,386

0 1,000 2,000 3,000 4,000 5,000 6,000 7,000 8,000

Total Appointments Booked

Total IO Appointments

Total VSMC Appointments

Jan–Jun 2026: Management Reported vs. Auditor 
Recalculated

Auditor Recalculated (Q-Flow) Management Reported (Jan–Jun)
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RISK 
When distributed metrics cannot be reconciled to the source system, Executive Management 
may make operational or resourcing decisions based on understated or inconsistent information, 
and LACERA's internal and external representations of appointment activity may be inaccurate. 
Notably, the differences observed understate rather than overstate the division's activity, so the 
division's work is not being fully reflected in the information that reaches the Executive Office. 
Unreconciled reporting also reduces confidence in divisional performance data and presents a 
moderate risk of negative perception regarding its reliability. 
 
RECOMMENDATION #2 
Internal Audit recommends that Member Services Division Management establish and 
document a repeatable reconciliation and review process to ensure that appointment metrics 
reported to Executive Management agree to Q-Flow source data, or that any differences are 
explained and supported before metrics are distributed.  
 
Management’s Response 
Management concurs with the audit observation and recommendation. The variances identified 
between the appointment activity reported to Executive Management and the underlying Q-Flow 
reports were primarily attributable to differences in report parameters, appointment status 
selections, reporting periods, and other manual adjustments that were not formally documented 
or consistently reconciled. 
 
To strengthen the accuracy, consistency, and transparency of appointment metrics reported to 
Executive Management, Member Services Division Management will implement a formal 
reconciliation and review process for all appointment reporting. All items outlined in the 
recommendation will be considered in developing this process. 
 
Target Completion Date: December 4, 2026 
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Finding # 3 

Untimely Deactivation and Inaccurate Administration of Q-Flow User 
Access 

Rating: 
Medium 

 
OBSERVATION 
Access to a system that holds member appointment records should be limited to staff who 
currently require it, assigned in a group consistent with the staff's present role, and removed 
promptly when employment ends or duties change. Each account should be assigned to one 
identifiable individual so that Q-Flow scheduling, rescheduling, and cancellation records remain 
reliable.  This attribution will also support reliable supervisory oversight and accurate 
performance metrics reporting to Division Management, Executive Management, and the 
Boards. 
 
Internal Audit reviewed all 157 Q-Flow accounts on the Q-Flow user access listing retrieved 
from the system. We identified 37 accounts (23.6 percent of the population) that should be 
removed and 2 additional accounts that require an access change, leaving 118 accounts (75.2 
percent) that were appropriate as assigned. The exceptions are summarized below: 
 

Exception Category Accounts Recommended Action 

Separated employees whose Q-Flow accounts 
remained enabled 

30 Deactivate 

Duplicate accounts held by a user who already 
has an active account 4 Deactivate 

Accounts that could not be attributed to a current 
employee 

3 Deactivate 

Total accounts identified for removal 37  

Employees who changed roles and require 
updated Q-Flow access 

2 Update 

 
In addition, Member Services did not have a documented deactivation procedure or a periodic 
user access review in place to identify and correct these conditions. 
 
RISK 
Accounts that remain enabled after separation or a change in duties, along with duplicate or 
unattributed accounts, reduce the reliability of the Q-Flow record of who scheduled, 
rescheduled, or cancelled an appointment. This weakens supervisory oversight and the 
reliability of the performance metrics reported to Division Management, Executive Management, 
and the Boards. 
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RECOMMENDATION #3 
To keep access current, Member Services Management should work with the Systems Division. 
These changes are to be governed by a documented deactivation procedure that is triggered 
by both separation and internal transfer, sets a defined timeframe for removing or reassigning 
access, and assigns responsibility for performing and evidencing each change. A periodic user 
access review, in which supervisors confirm that each account is still needed and correctly 
assigned, should also be performed and retained as evidence that access remains aligned with 
current roles. 
 
Management’s Response 
Management concurs with the recommendation. The identified accounts have been reviewed, 
and accounts no longer required have been deactivated, while accounts requiring updates have 
been modified to align with current job responsibilities. Member Services has also documented 
its user access management process in the Management Operating Instruction, MOI: Q-Flow 
User Access Management, which has been drafted and submitted for publishing in the Member 
Services MOI library. The MOI also establishes policy standards for least privilege and one 
account per individual, so that the Q-Flow record of who scheduled, rescheduled or cancelled 
an appointment remains reliable for supervisory oversight and performance reporting. 
Additionally, Member Services will work to integrate this process into the standardized SEAF 
request to the System Division whenever a staff member on-boards or leaves the division. 
 
Target Completion Date: June 30, 2027 
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APPENDIX 1 

AUDIT RATING CALE 
Internal Audit issues three standard audit report evaluations as defined below: 
 
Satisfactory 
The control environment is acceptable with minor issues having been identified. The overall 
environment contains sufficient internal controls to address key risks, and business practices 
generally comply with Company policies. Corrective action should be implemented to 
address any weaknesses identified during the audit in order to maintain or enhance the 
control environment. 
 
Opportunities for Improvement 
The control environment has opportunities for improvement with significant issues, 
individually or in the aggregate, having been identified or major noncompliance with 
Company policies. The overall environment contains insufficient internal controls to address 
key risks. Prompt corrective action should be implemented to address the weaknesses and 
strengthen the control environment. 
 
Unsatisfactory 
The control environment is unacceptable with critical issues, individually or in the aggregate, 
having been identified or major noncompliance with Company policies. The overall 
environment contains insufficient internal controls to address key risks, and the impact may 
be substantial in size, nature, or their effect cannot be quantified. Immediate corrective action 
should be implemented to address the weaknesses and strengthen the control environment. 
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APPENDIX 2  

FINDINGS RISK RATING SCALE 
Findings identified during the audit are assigned a risk rating, as outlined in the table below. The 
risk rating is based on the financial, operational, compliance, or reputational impact that the issue 
identified could have on LACERA. 
 

Rating Financial Internal 
Controls Compliance Reputational    Executive 

Management 

High 

 
Large financial 
impact to 
LACERA or 
Members 

 
Actions not 
aligned with 
fiduciary 
responsibilities 

 
Missing or 
inadequate key 
internal controls 

 
Not adequate to 
identify fraud, 
noncompliance or 
misappropriation 

 
 
Non-
Compliance 
with applicable 
Federal or 
State laws or 
LACERA’s 
policies 

 
 
High 
probability 
for external 
audit issues 
and/or 
negative 
public 
perception 

 
Important 
critical 
business 
process 
identified by 
Exec Office 

 
Requires 
immediate 
attention 

Medium 

Moderate 
financial risk to 
LACERA or 
members 

 
Actions could 
be better 
aligned with 
fiduciary 
responsibilities 

 
Partial key 
internal controls 

 
Not adequate to 
identify 
noncompliance or 
misappropriation 
in timely manner 

 
Inconsistent 
compliance 
with applicable 
Federal or 
state laws or 
LACERA’s 
policies 

 
 
Potential for 
external 
audit issues 
and/or 
negative 
public 
perception 

 
 
Relatively 
important 

 
May or may not 
require 
immediate 
attention 

Low 

 
 
 

Low financial 
impact to 
LACERA or 
members 

 

Internal controls in 
place but not 
consistently 
efficient/effective 

 
Implementing/ 
enhancing 
controls could 
prevent future 
problems 

 
General 
compliance 
with applicable 
Federal or 
State laws or 
LACERA’s 
policies, but 
some minor 
discrepancies 
exist 

 
 
 
Low 
probability 
for external 
audit issues 
and/or 
negative 
public 
perception 

 
 
 
Lower 
significance 

 
Does not 
require 
immediate 
attention 
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Summary of Engagement

2

Member Services DivisionResponsible Divisions:

AssuranceType of Engagement:

Opportunities for ImprovementAudit Rating:

Type of Engagements
Assurance: Assurance Engagements provide an objective examination of evidence for
the purpose of providing an independent assessment to Management and the ACRE
Committee on governance, risk management, and control processes for LACERA.

Purpose
The purpose of this audit was to evaluate the adequacy and effectiveness of the
policies, procedures, system configurations, and controls used by Member Services to
schedule, allocate, monitor, and report member counseling appointments.
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Background, Objectives, and Scope

3

Background
The Member Services Division provides retirement counseling and education to LACERA’s members through in-person
and virtual appointments that are managed through the member appointment system, Q-Flow.

Objectives
1. Manager's Control Slot Blocks: Whether time slots are supported by an operational reason.

2. Performance Metrics and Reporting: Whether Q-Flow generates complete and accurate data for executive
and Board-level reporting.

3. Appointment Allocation Across Teams: Whether allocation follows documented criteria, and whether Q-Flow's
functionality is sufficient for this task.

4. Access Rights: Least-privilege restriction, timely provisioning and deactivation.

5. Supervisory Oversight: Whether oversight is documented and operating as intended, and whether Q-Flow
provides sufficient records to evidence it.

Scope 
The scope of this engagement includes review of the member appointment system operations between July 1, 2025, 
through June 30, 2026.
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Audit Results – Objectives:

4

Audit Results Dashboard – Member Appointment System

Test ResultsAudit Objectives

No Exceptions Noted.

Objective 1: Manager's Control Slot Blocks

Control Attribute Tested: Whether time slots are supported by an operational reason.

No Exceptions Noted.

Objective 5: Supervisory Oversight

Control Attribute Tested: Whether oversight is documented and operating as intended, and whether Q-
Flow provides sufficient records to evidence it.
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Audit Results – Objectives (Continued):
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Audit Results Dashboard – Member Appointment System

Test ResultsAudit Objectives

Finding #2

Objective 2: Performance Metrics and Reporting
Control Attribute Tested: Whether Q-Flow generates complete and accurate data for executive and
Board-level reporting.

Finding #1

Objective 3: Appointment Allocation Across Teams
Control Attribute Tested: Whether allocation follows documented criteria, and whether Q-
Flow's functionality is sufficient for this task.

Finding #3

Objective 4: Access Rights
Control Attribute Tested: Least-privilege restriction, timely provisioning and deactivation.
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Summary of Recommendations & Management Responses
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Management ResponseRecommendationRatingTitle of 
FindingFinding #

Management agrees with the finding and recommendation. Member Services has formalized and
documented its data-informed appointment allocation approach in the Management Operating Instruction,
MOI: Member Service Center Appointment Capacity and Allocation, which has been drafted and
submitted for publishing in the Member Services MOI library. Management will also continue to work with
the Workforce Analyst to incorporate historical appointment data into the operating instructions. This work
includes evaluating appointment types and service durations, validating available data, assessing Q-Flow
functionality, developing appropriate workload measures, aligning appointment availability with confirmed
staffing levels, and establishing ongoing monitoring of utilization, wait times, appointment duration, no-
shows, and workload distribution. Management will implement these actions in phases, as operationally
feasible, and will periodically review and adjust the approach based on staffing, system capabilities, and
member demand.

Target Date: June 30, 2027.

Internal Audit recommends that
Member Services Division
Management formalize and
document its data-informed
approach to appointment allocation,
building on the historical analysis it
already has described and currently
utilizing.

Medium

Lack of a 
Formalized 
Data-
Informed 
Appointment 
Allocation 
Model

1

Management agrees with the finding and recommendation. The variances identified between the
appointment activity reported to Executive Management and the underlying Q-Flow reports were primarily
attributable to differences in report parameters, appointment status selections, reporting periods, and
other manual adjustments that were not formally documented or consistently reconciled.

To strengthen the accuracy, consistency, and transparency of appointment metrics reported to Executive
Management, Member Services Division Management will implement a formal reconciliation and review
process for all appointment reporting. All items outlined in the recommendation will be considered in
developing this process.

Target Date: December 4, 2026.

Internal Audit recommends that
Member Services Division
Management establish and
document a repeatable reconciliation
and review process to ensure that
appointment metrics reported to
Executive Management agree to Q-
Flow source data, or that any
differences are explained and
supported before metrics are
distributed.

Medium

Management 
Reporting 
does not 
Reconcile to 
Q-Flow 
Source Data

2
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Summary of Recommendations & Management Responses 
(Continued)
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Management ResponseRecommendationRatingTitle of FindingFinding 
#

Management agrees with the finding and recommendation. The identified
accounts have been reviewed, and accounts no longer required have been
deactivated, while accounts requiring updates have been modified to align with
current job responsibilities. Member Services has also documented its user
access management process in the Management Operating Instruction, MOI: Q-
Flow User Access Management, which has been drafted and submitted for
publishing in the Member Services MOI library. The MOI also establishes policy
standards for least privilege and one account per individual, so that the Q-Flow
record of who scheduled, rescheduled or cancelled an appointment remains
reliable for supervisory oversight and performance reporting. Additionally,
Member Services will work to integrate this process into the standardized SEAF
request to the System Division whenever a staff member on-boards or leaves
the division.

Target Date: June 30, 2027.

To keep access current, Member Services
Management should work with the Systems
Division. These changes are to be governed
by a documented deactivation procedure that
is triggered by both separation and internal
transfer, sets a defined timeframe for removing
or reassigning access, and assigns
responsibility for performing and evidencing
each change. A periodic user access review, in
which supervisors confirm that each account is
still needed and correctly assigned, should
also be performed and retained as evidence
that access remains aligned with current roles.

Medium

Untimely 
Deactivation 
and Inaccurate 
Administration 
of Q-Flow User 
Access

3
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Conclusion

• Audit Independence and Objectivity
The audit was conducted independently and objectively following the
Institute of Internal Auditors (IIA) Standards.

• Overall Audit Rating
Overall, Member Services demonstrates a strong control environment
with effective oversight and the capacity to achieve its divisional
objectives; however, given the medium-rated findings, the overall audit
rating is assessed as “Opportunities for Improvement.”

Refer to Appendix 1 of the report for a detailed description of the audit
rating.

8
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Title slide
Thank you
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We would like to thank the Member Services Division for their cooperation on this engagement.

QUESTIONS?



 
 
October 30, 2026 
 
TO: Audit, Compliance, Risk, and Ethics (ACRE) Committee  

Debbie Martin (BOI), Chair   
Nicole Mi (BOI), Vice Chair 
Aleen Langton (BOR), Secretary 
Trevor Fay (BOI), Trustee 
Bobbie Fesler (BOR), Trustee 
Shawn R. Kehoe (BOR), Trustee 
Elizabeth Ginsberg, Ex-Officio 

 
ACRE Committee Consultant  

                              Larry Jensen 
 

FROM:   Gabriel Tafoya   
 Senior Internal Auditor 
 
 Alex Ochoa  
 Internal Auditor 
 

FOR:  November 18, 2026 Audit, Compliance, Risk, and Ethics (ACRE) Committee 
 
SUBJECT:  Felony Forfeiture Process Audit   

RECOMMENDATION 
In accordance with your current ACRE Committee Charter, staff recommends that the ACRE 
Committee review and discuss the following engagement report to take the following action(s):  

1. Accept and file, 
2. Instruct staff to forward report to Boards or Committees, 
3. Make recommendations to the Boards or Committees regarding actions as may be 

required based on audit findings, and/or 
4. Provide further instruction to staff. 

ENGAGEMENT REPORT 
Felony Forfeiture Process Audit 
(Report Issued on October 22, 2026) 
 

Attachments: 
A. Felony Forfeiture Process Audit Report 
B. Felony Forfeiture Process Audit Presentation 

 
 
GT:ao 



 
 

 

AUDIT PERFORMED BY: 

Gabriel Tafoya, CISA, Senior Internal Auditor, 
& Alex Ochoa, Internal Auditor 

LACERA INTERNAL AUDIT DIVISION 
 

Felony Forfeiture Process Audit 
 

October 22, 2026 

 
Audit Name 

Project # 



 
AUDIT REPORT 

Audit Name: Felony Forfeiture Process Audit 

Audit Rating*: Opportunities for Improvement 

Responsible Division: Benefits Division 

Prior Audit Rating*: N/A 

Prior Report Date: N/A 

 
BACKGROUND 

As part of Internal Audit’s Fiscal Year End (FYE) 2026 Audit Plan, we conducted an audit of the 
Felony Forfeiture Process controls which is included in the FYE 2026 Audit Plan due to the 
inherent risks associated with the process.   
 
Government Code Section 7522.72 requires public employers to notify the retirement system 
when an employee is convicted of a felony arising out of, or in the performance of, official duties. 
Los Angeles County Department of Human Resources serves as the primary referral source. 
The Court of Appeal's decision in Hipsher v. LACERA (2020) established that LACERA is 
responsible for determining whether a conviction satisfies statutory requirements and for 
providing affected members with due process. 
 
LACERA administers felony forfeiture matters involving members whose felony convictions may 
affect retirement benefits. The process includes identifying and receiving potential cases, 
evaluating applicable statutory criteria, coordinating Pension Forfeiture Committee review, 
documenting decisions, calculating the effect on benefits, communicating outcomes, and 
formally closing and retaining the case record. 
 
AUDIT OBJECTIVE & SCOPE 

The objectives of the audit were to:   
 

• Assess whether the population of felony forfeiture cases is complete and all applicable 
cases are identified and processed by LACERA. 

• Assess whether case files contain complete, accurate, and sufficient documentation to 
support forfeiture determinations. 

• Evaluate whether forfeiture determinations are accurate, consistent, and supported by 
sufficient evidence and applicable laws. 

• Assess whether management maintains case tracking logs and conducts periodic 
coordination meetings to monitor status, deadlines, and outstanding actions. 

 
The audit covered the period from July 1, 2025, through June 30, 2026, and included a review 
of all relevant case records and data. In addition, the audit included detailed testing of eight (8) 
sampled member cases. 
 
AUDIT RATING & SUMMARY OF FINDINGS 

Based on our audit observations and testing, we found that most of the Benefits Division control 
framework, design, and processes are adequate and working effectively. Furthermore, Benefits 
Division management demonstrates a good control environment and oversight to achieve its 
divisional objectives.  Given the four (4) medium-rated audit findings, we determined the overall 

 
* See Appendix 1 for Audit Rating 



Felony Forfeiture Process Audit  
October 22, 2026 

Page 3 of 15 
 

 

audit rating to be “Opportunities for Improvement.”    Refer to Appendix 3 for The Audit Results 
Dashboard which details each process reviewed, the associated control attributes tested, and 
the test results leading to the audit findings.  
 
A total of four (4) audit findings were issued related to operational controls. Each of the 
Findings below are detailed in the subsequent pages, including our Recommendations and 
Management’s Responses: 
 
SUMMARY OF FINDINGS 

Finding     # Page Finding Title Risk Rating** 

F1 4 
Incomplete Reporting of Felony Convictions to 
LACERA 

Medium 

F2 6 
Felony Forfeiture Process Ownership and Resource 
Continuity 

Medium 

F3 7 Case Closure and Member Communication Protocol Medium 

F4 9 Lack of Formalized Felony Forfeiture Procedures Medium 

 
Each of the above Findings is detailed in the following pages, including our 
recommendations and Management Action Plans. 
 
We would like to thank Benefits Division management for their cooperation with this audit. 
 
 
REVIEWED AND APPROVED 
 

 
    Date: October 22, 2026 
Leisha E. Collins 
Chief Audit Executive 
 
REPORT DISTRIBUTION 
 

2026 Audit, Compliance, Risk, 
and Ethics (ACRE) Committee 

Luis A. Lugo, CEO Jessica Baxter, CAO 

Steven P. Rice, Chief Legal 
Counsel 

J.J. Popowich, CBO Louis Gittens, Benefits 
Division Manager 

Larry Jensen, ACRE 
Consultant 

 2026 CLA Audit Team   
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FINDING #1 

Risk Level**  
Medium 

OBSERVATION 

Government Code Section 7522.72 requires public employers to notify the retirement system 
when an employee is convicted of a felony arising out of or in the performance of official duties. 
While Los Angeles County Department of Human Resources (DHR) serves as the primary 
referral source, DHR indicated that departmental referrals are infrequent and that many potential 
cases are identified through its own monitoring of District Attorney press releases and publicly 
available news sources.  

 
The following observations were noted: 

 
• County departments may not consistently identify and report potential felony forfeiture 

cases to DHR. 
• DHR reported that some departments were unaware of their reporting responsibilities until 

receiving training. 
• DHR performs an initial screening of cases prior to referral to LACERA and may 

determine that certain matters do not warrant referral based on available information. 
• LACERA's awareness of potential felony forfeiture matters is largely dependent upon 

cases being identified and referred to by departments and DHR. 
• Limited awareness among some County departments regarding felony forfeiture reporting 

requirements. 
• Reliance on decentralized departmental reporting and DHR monitoring activities to 

identify potential cases. 
• Outdated Memorandum of Understanding (MOU) not updated after Hipsher v. LACERA 

(2020) decision. 
 

The Court of Appeal's decision in Hipsher v. LACERA (2020) established that LACERA, rather 
than the County, is responsible for determining whether a conviction satisfies the requirements 
of Government Code Section 7522.72 and for providing affected members with due process. 
 
RISK      

Because LACERA is ultimately responsible for determining whether a conviction falls within the 
scope of Government Code Section 7522.72, any breakdown in departmental reporting or DHR 
referral practices could prevent LACERA from becoming aware of and evaluating potentially 
eligible forfeiture cases. As a result, convictions subject to pension forfeiture requirements may 
not undergo LACERA's formal review and determination process, increasing the risk of 
noncompliance with statutory requirements and the continued payment of benefits that may be 
subject to forfeiture. 
 
 
 
 
 

 
** See Appendix 2 for Findings’ Risk Rating 

Incomplete Reporting of Felony Convictions to LACERA 
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RECOMMENDATION #1 

1. Benefits Division management should strengthen the felony forfeiture identification and 
referral process by coordinating with Los Angeles County Department of Human Resources 
(DHR) and Los Angeles Superior Court to update the MOU language to require that all felony 
convictions involving LACERA members be reported to LACERA for review. 

 
2. Benefits Division management should work with the courts and District Attorney Office to 

evaluate mechanisms and alternative methods to identify potential felony convictions. 
 

Management’s Response 
 
Agrees with Finding and Recommendation. 
 
By December 2026, LACERA plans to begin discussing our concerns with the County and 
Superior Court.  LACERA will work with its Legal Office to revise the MOU with the County so 
that it better reflects the 2020 Court of Appeals Decision and clarifies what LACERA requires 
from its partners. 
 
Target Completion Date:  
March 31, 2027 
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FINDING #2 

Risk Level**  
Medium 
 

OBSERVATION 

Currently, the Benefits Division Manager is responsible for coordinating, tracking, documenting, 
and monitoring all Felony Forfeiture cases through closure.  As the number and complexity of 
cases continue to increase, the administrative effort required to maintain case logs, perform 
follow-up activities, monitor court-related developments, and ensure timely case progression has 
also increased. Competing priorities may affect timeliness, consistency, and continuity of case 
processing and oversight. Assigning key responsibilities to additional dedicated staff would 
improve efficiency, continuity, and service. In addition, management should develop 
mechanisms and/or explore the functionality of existing benefits systems for tracking and 
reporting felony forfeiture cases, which will foster a more efficient and effective process.  
 

RISK      

Reliance on one individual to manage Felony Forfeiture cases increases the risk of missed 
deadlines, inconsistent processing, incomplete documentation, and benefit determination errors. 
These failures could lead to noncompliance with CERL, PEPRA, court orders, and other legal 
requirements, exposing LACERA to legal, operational, and reputational risks. 

 
RECOMMENDATION #2 

1. Benefits management should develop mechanisms and evaluate existing benefits systems, 
to efficiently track and report felony forfeiture cases.   
 
2. Benefits management should formally assign ownership of the Felony Forfeiture process to a 
designated process owner responsible for overseeing case administration, monitoring case 
status, ensuring timely follow-up, maintaining complete documentation, and coordinating case 
closure.  

 
Management’s Response 
 
Agrees with Finding and Recommendation. 
 
The Exceptions Unit in Benefits can be trained on Phase 1 procedures as described under 
Finding #4, below, by March 31, 2027. A follow-up training can take place after we have finalized 
our agreement with the County. Anticipated completion of this training is June 30, 2027. 
 
Management will explore the use of case management software to assist in improving process 
efficiency.  
 
Target Completion Date:  
March 31, 2027 / June 30, 2027 
 
 

 
** See Appendix 2 for Findings’ Risk Rating 

Felony Forfeiture Process Ownership and Resource Continuity 
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FINDING #3 

Risk Level**  
Medium 
 

OBSERVATION 

For five (5) of eight (8) cases reviewed, Internal Audit confirmed that the cases had been 
completed and closed; however, sufficient documentation was not consistently maintained 
within Workspace to demonstrate that the cases had undergone formal review and closure in 
accordance with established procedures. As a result, Internal Audit could not verify the 
completion of required review and closure activities or establish a complete audit trail supporting 
the final disposition of the cases. 
 
Furthermore, although Pension Forfeiture Committee (PFC) meeting minutes and case 
determination documentation were available for all cases reviewed, the records did not 
consistently capture key decision-making information, including the Committee's final 
determination, conviction date, basis for the decision, and the resulting impact on the member's 
retirement benefits. Consequently, the documentation was not always sufficient to demonstrate 
how conclusions were reached or provide support for the Committee's determinations. 
 
Collectively, these documentation gaps limit transparency, accountability, and consistency in 
the case management process and reduce management's ability to demonstrate compliance 
with established procedures, support legal inquiries, and maintain a complete audit trail of case 
activities and decisions. 
 
RISK  

Incomplete or inconsistent documentation of Pension Forfeiture Committee decisions may result 
in an inadequate audit trail, reduce transparency and accountability, and increase the risk of 
inconsistent case determinations. Additionally, the absence of documented conviction dates, 
decision rationales, and impacts to retirement benefits may impair management's ability to 
support decisions during future reviews, legal challenges, or regulatory inquiries. 

 
RECOMMENDATION #3 

1. Benefits Division management should establish and document formal case closure 
procedures for Felony Forfeiture cases that define the requirements for case completion, 
supervisory review, documentation retention, and closure approval.  
 

2. Upon closure of a Felony Forfeiture case, Benefits Division management should require that 
a standardized alert be placed on the member's account documenting the case disposition, 
final determination, and any required follow-up actions.  

 
3. Additionally, Benefits Division management should establish and implement formal 

documentation requirements for Pension Forfeiture Committee (PFC) meetings to ensure 
that all case determinations are consistently and completely recorded.  

 
 

 
** See Appendix 2 for Findings’ Risk Rating 

Case Closure and Member Communication Protocol 
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Management’s Response 

 
Agrees with Finding and Recommendation. 
 
By December 2026, Benefits Division management will establish and document formal case 
closure practice.  Management will also require an alert and comment to be placed on the 
members’ account documenting the final determination and required follow-up action.  Pension 
Forfeiture Committee (PFC) meeting minutes will be documented in a consistent manner.  
These changes will be reflected in the overarching detailed felony forfeiture procedures. 
 
Target Completion Date:  
December 31, 2026 / June 30, 2027 
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FINDING #4 

Risk Level**  
Medium 
 

OBSERVATION 

Currently, Benefits division management and staff rely primarily on Business Rule Updates 
(BRUs) to guide Felony Forfeiture case processing and completion. However, formal 
documented procedures have not been established to provide comprehensive guidance over 
the end-to-end process, including processing requirements, key process steps, roles and 
responsibilities, documentation requirements, and service level expectations.  In addition, 
Internal Audit noted that certain service level agreements (SLAs) currently in use are outdated 
and do not reflect current business practices or processing expectations. 

 
Internal Audit was aware at the outset of the audit that Benefits management had previously  
recognized that the existing Felony Forfeiture procedures and related service level agreements  
required updating and had already begun efforts to revise and enhance the documentation. 
Management's planned updates are intended to more comprehensively address current 
business practices, roles and responsibilities, documentation requirements, and process 
oversight. As management updates and formalizes the Felony Forfeiture procedures, 
consideration should be given to incorporating the following practices to strengthen governance, 
accountability, documentation, oversight, and overall process effectiveness: 

 

• Establish and maintain formal, comprehensive Felony Forfeiture procedures that 
document end-to-end process requirements, roles and responsibilities, decision points, 
required documentation, review controls, and case closure requirements. 

• Assign clear process ownership and accountability for ongoing case administration, 
monitoring, documentation, and closure activities. 

• Maintain cross-trained staff and documented backup procedures to ensure continuity of 
operations and reduce key-person dependency risks. 

• Establish, document, and periodically review service level agreements (SLAs) between 
LACERA divisions and external parties to define responsibilities, expectations, and 
processing timeframes. 

• Implement formal interdepartmental handoff procedures to ensure accountability and 
timely progression of cases throughout the process. 

• Require detailed document receipt acknowledgments for court packets and supporting 
records that identify each document received and are retained as evidence of 
completeness and chain of custody. 

• Maintain a centralized repository and single source of record for all felony forfeiture cases, 
including supporting documentation, key dates, milestones, committee determinations, 
correspondence, and final outcomes. 

 
 
 
 

 
** See Appendix 2 for Findings’ Risk Rating 

Lack of Formalized Felony Forfeiture Procedures 
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RISK  

The absence of formal procedures and current service level agreements increases the risk of 
inconsistent case processing, delays in case completion, and noncompliance and diminished 
oversight with established business requirements. 

 
RECOMMENDATION #4 

Benefits Division management should develop, document, and implement comprehensive 
Felony Forfeiture procedures that establish end-to-end processing requirements, roles and 
responsibilities, documentation standards, review controls, case closure requirements, and 
interdepartmental service expectations, as indicated in the observation section above.   
 
Management’s Response 

 
Agrees with Finding and Recommendation. 
 
This should be tackled in two parts:  
 
1) Benefits will develop formal procedures detailing the existing process. They will include a 
standardized case closure methodology as recommended as well as the use of a standardized 
naming convention, so forfeiture documents are readily identifiable in member accounts.  
 
Anticipated completion is December 31, 2026. 
 
2) In a later iteration, we will detail the communication and follow-up method once one is 
established with the County Department of Human Resources and the Superior Court. 
 
Anticipated completion for this update is June 30, 2027.   
 
Target Completion Date:  
December 31, 2026 / June 30, 2027 
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APPENDIX 1  
AUDIT RATING SCALE 

 
Internal Audit issues three standard audit report evaluations as defined below: 
 
Satisfactory 
The control environment is acceptable with minor issues having been identified. The overall 
environment contains sufficient internal controls to address key risks, and business practices 
generally comply with Company policies. Corrective action should be implemented to address 
any weaknesses identified during the audit in order to maintain or enhance the control 
environment. 
 
Opportunities for Improvement 
The control environment has opportunities for improvement with significant issues, individually 
or in the aggregate, having been identified or major noncompliance with Company policies. The 
overall environment contains insufficient internal controls to address key risks. Prompt corrective 
action should be implemented to address the weaknesses and strengthen the control 
environment. 
 
Unsatisfactory 
The control environment is unacceptable with critical issues, individually or in the aggregate, 
having been identified or major noncompliance with Company policies. The overall environment 
contains insufficient internal controls to address key risks and the impact may be substantial in 
size or nature or their effect cannot be quantified. Immediate corrective action should be 
implemented to address the weaknesses and strengthen the    control environment. 
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APPENDIX 2  
FINDING’S RISK RATING SCALE  

 
Findings identified during the course of the audit are assigned a risk rating, as outlined in the table 
below. The risk rating is based on the financial, operational, compliance, or reputational impact 
that the issue identified could have on LACERA. 
 

 

Rating Financial 
Internal Controls 

(operational risk) 
Compliance Reputational 

Executive 
Management 

 
 
 
 
 

High 

 
Large financial 
impact to 
LACERA or 
members 

 
Actions not 
aligned with 
fiduciary 
responsibilities 

 
Operations risk is the 
risk that operations 
are inefficient and 
ineffective in 
executing the 
business objectives, 
and/or achieving 
quality, cost and time 
performance 
objectives. Missing or 
inadequate key 
internal controls 

 
Not adequate to 
identify fraud, 
noncompliance or 
misappropriation 

 
As a result of a 
flaw in design or 
operation or due 
to human error, 
oversight or 
indifference, the 
company's 
processes do not 
comply with 
prescribed 
procedures and 
policies, or do 
not comply with 
regulatory 
requirements. 
Compliance risk, 
sometimes 
referred to as 
nonconformance 
risk, results in 
loss of 
reputation, lower 
quality, higher 
costs, lost 
revenues and 
unnecessary 
delays. Non-
complian ce with 
applicable 
Federal or state 
laws or  
LACERA’s 
policies 

 
 
High 
probability 
for external 
audit issues 
and/or 
negative 
public 
perception 

 
There is poor 
alignment 
between the 
allocation of IT 
resources and 
the company's 
strategic 
objectives. The 
processes are 
not in place to 
ensure that, as 
the company's 
goals and 
objectives 
evolve, the 
information 
technology (IT) 
evolves 
appropriately 
 
Important 
critical 
business 
process 
identified by 
Exec Office 

 
Requires 
immediate 
attention 
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Medium 

Moderate 
financial risk 
to LACERA or 
members 

 
Actions could 
be better 
aligned with 
fiduciary 
responsibilities 

 
Partial key internal 
controls 

 
Not adequate to 
identify 
noncompliance or 
misappropriation        in 
timely manner 

 
Inconsistent 
compliance with 
applicable 
Federal or state 
laws or 
LACERA’s 
policies 

 
Potential 
for 
external 
audit 
issues 
and/or 
negative 
public 
perception 

 
 
Relatively 
important 

 
May or may not 
require 
immediate 
attention 

 
 
 
 
 

Low 

 
 
 
Low financial 
impact to 
LACERA or 
members 

 
Internal controls in 
place but not 
consistently 
efficient/effective 

 
Implementing / 
enhancing controls 
could prevent 
future problems 

 
General 
compliance with 
applicable 
Federal or State 
laws or 
LACERA’s 
policies, but 
some minor 
discrepancies  
exist 

 
Low 
probability 
for external 
audit 
issues 
and/or 
negative 
public 
perception 

 
Lower 
significance 

 
Does not 
require 
immediate 
attention 
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APPENDIX 3  

AUDIT RESULTS DASHBOARD 
 
The Audit Results Dashboard details each process reviewed, the associated control attributes 
tested, and the test results leading to the audit findings. 
 
 

Audit Results Dashboard – Felony Forfeiture Audit 

Audit Objectives Associated Control Attributes Tested Test Results 

Objective 1: Felony Cases Properly Included in Process 

1.0 Assess whether 
the population of 
felony forfeiture cases 
is complete and all 
applicable cases are 
identified and 
processed by 
LACERA. 
 

Benefits Division management performs 
reconciliation procedures between cases received 
from the County (e.g., DHR referrals) and 
LACERA’s internal intake logs.  
 

Finding #1 

Benefits Division management leverages multiple 
intake sources, including court documentation, 
internal referrals, and monitoring of external/public 
information sources to ensure cases are captured. 
 

Finding #2 

Objective 2: Completeness and Accuracy of Supporting Documentation 

2.0 Assess whether 
case files contain 
complete, accurate, 
and sufficient 
documentation to 
support forfeiture 
determinations. 

Benefits Division management requires a 
standardized documentation package, including 
court documents, conviction details, job 
classification information, and investigatory reports. 
Checklists and defined documentation requirements 
guide staff in assembling case files. 
 

No Exceptions 

Benefits Division management relies on statutory 
requirements mandating notification within defined 
timelines (e.g., 90 days to LACERA). Case intake is 
logged and tracked through internal tracking logs 
and monitored periodically. 
 
 
 

No Exceptions 
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Objective 3: Determination of Eligibility and Benefit Impact 

3.0 Evaluate whether 
forfeiture 
determinations are 
accurate, consistent, 
and supported by 
sufficient evidence 
and applicable laws. 
 

Benefits Division management utilizes defined 
procedures and guidance for determining forfeiture 
eligibility, including identification of the first 
commission date and calculation of benefit impacts. 
Determinations are subject to supervisory and/or 
legal review. 

 

No Exceptions 

Objective 4: Case Tracking and Monitoring Throughout Lifecycle 

4.0 Assess whether 
management 
maintains case 
tracking logs and 
conducts periodic 
coordination meetings 
to monitor status, 
deadlines, and 
outstanding actions. 
  

Benefits Division management maintains case 
tracking logs and conducts periodic coordination 
meetings to monitor status, deadlines, and 
outstanding actions.  
 

Finding #3 

Benefits Division management updates and 
formalizes Felony Forfeiture procedures to 
strengthen governance, accountability, 
documentation, oversight, and overall process 
effectiveness. 
 

Finding #4 
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Summary of Engagement

2

Responsible Divisions: Benefits Division

Type of Engagement: Assurance

Audit Rating: Opportunities for Improvement

Type of Engagement: 

Assurance: Assurance Engagements provide an objective examination of evidence for 

the purpose of providing an independent assessment to Management and the ACRE 

Committee on governance, risk management, and control processes for LACERA.

Purpose

The purpose of this audit was to assess the design and effectiveness of controls over 

LACERA’s process for applying pension forfeiture requirements following job related 

felony convictions.
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Background, Objectives, Scope

3

Background

LACERA administers felony forfeiture matters involving members whose felony convictions may affect retirement 

benefits. The process includes identifying and receiving potential cases, evaluating applicable statutory criteria, 

coordinating Pension Forfeiture Committee review, documenting decisions, calculating the effect on benefits, 

communicating outcomes, and formally closing and retaining the case record.

Objectives

• Assess whether the population of felony forfeiture cases is complete and all applicable cases are identified 

and processed by LACERA.

• Assess whether case files contain complete, accurate, and sufficient documentation to support forfeiture 

determinations.

• Evaluate whether forfeiture determinations are accurate, consistent, and supported by sufficient evidence and 

applicable laws.

• Assess whether management maintains case tracking logs and conducts periodic coordination meetings to 

monitor status, deadlines, and outstanding actions.

Scope

The audit covered the period from July 1, 2025, through June 30, 2026, and included a review of all relevant case 

records and data. In addition, the audit included detailed testing of eight (8) sampled member cases.
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Felony Forfeiture Audit Process Flow 

4



Los Angeles County Employee Retirement Association                          

Los Angeles County Employees Retirement AssociationInternal Audit

Audit Results – Objectives:

5

Audit Results Dashboard – Felony Forfeiture Process Audit     

Audit Objectives Test Results

Objective 2a: Assess whether case files contain complete, accurate, and sufficient documentation to support 

forfeiture determinations.  

Control Attribute Tested: Benefits Division management requires a standardized documentation package, including 

court documents, conviction details, job classification information, and investigatory reports.  Checklists and defined 

documentation requirements  guide staff in assembling case files.  

No Exceptions

Objective 2b: Assess whether case files contain complete, accurate, and sufficient documentation to support 

forfeiture determinations.  

Control Attribute Tested: Benefits Division management relies on statutory requirements mandating notification within 

defined timelines (e.g., 90 days to LACERA).  Case intake is logged and tracked through internal tracking logs and 

monitored periodically. 

 

No Exceptions

Objective 3: Evaluate whether forfeiture determinations are accurate, consistent, and supported by sufficient 

evidence and applicable laws.  

Control Attribute Tested: Benefits Division management utilizes defined procedures and guidance for determining 

forfeiture eligibility, including identification of the first commission date and calculation of benefit impacts.  

Determinations are subject to supervisory and/or legal review. 

No Exceptions
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Audit Results – Objectives:

6

Audit Results Dashboard – Felony Forfeiture Process Audit     

Audit Objectives Test Results

Objective 1a: Assess whether the population of felony forfeiture cases is complete and all applicable cases are 

identified and processed by LACERA.  

Control Attribute Tested: Benefits Division management performs reconciliation procedures between cases received from 

the County and LACERA’s internal intake logs.  

Finding #1

Objective 1b: Assess whether the population of felony forfeiture cases is complete and all applicable cases are 

identified and processed by LACERA. 

Control Attribute Tested: Benefits Division management leverages multiple intake sources, including court documentation, 

internal referrals, and monitoring of external/public information sources to ensure cases are captured. 

Finding #2

Objective 4a: Assess whether management maintains case tracking logs and conducts periodic coordination 

meetings to monitor status, deadlines, and outstanding actions.  

Control Attribute Tested: Benefits Division management maintains case tracking logs and conducts periodic coordination 

meetings to monitor status, deadlines, and outstanding actions.  

Finding #3

 

Objective 4b: Assess whether management maintains case tracking logs and conducts periodic coordination 

meetings to monitor status, deadlines, and outstanding actions.  

Control Attribute Tested: Benefits Division management updates and formalizes felony forfeiture procedures to strengthen 

governance, accountability, documentation, oversight, and overall process effectiveness.  

Finding #4
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Summary of Recommendations & Management Responses
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Finding 

#

Title of 

Finding

Rating Recommendation Management Response

1

Incomplete 

Reporting of 

Felony 

Convictions 

to LACERA

Medium

1. Benefits Division management should strengthen the felony 

forfeiture identification and referral process by coordinating 

with Los Angeles County Department of Human Resources 

(DHR) and Los Angeles Superior Court to update the 

Memorandum of Understanding (MOU) language to require 

that all felony convictions involving LACERA members be 

reported to LACERA for review. 

2. Benefits Division management should work with the courts 

and District Attorney Office to evaluate mechanisms and 

alternative methods to identify potential felony convictions.

Management agrees with the finding and recommendation.  By 

December 2026, LACERA plans to begin discussing our 

concerns with the County and Superior Court.  LACERA will 

work with its Legal Office to revise the MOU with the County so 

that it better reflects the 2020 Court of Appeals Decision and 

clarifies what LACERA requires from its partners.

Target Date: March 31, 2027.

2

Felony 

Forfeiture 

Process 

Ownership 

and 

Resource 

Continuity

Medium

1. Benefits management should develop mechanisms and 

evaluate existing benefits systems, to efficiently track and 

report felony forfeiture cases.  

2. Benefits management should formally assign ownership of the 

Felony Forfeiture process to a designated process owner 

responsible for overseeing case administration, monitoring 

case status, ensuring timely follow-up, maintaining complete 

documentation, and coordinating case closure. 

 

Management agrees with the finding and recommendation.  

The Exceptions Unit in Benefits can be trained on Phase 1 

procedures as described under Finding #4, below, by March 31, 

2027. A follow-up training can take place after we have finalized 

our agreement with the County. Anticipated completion of this 

training is June 30, 2027.

Management will explore the use of case management 

software to assist in improving process efficiency. 

Target Date: March 31, 2027 / June 30, 2027.
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Summary of Recommendations & Management Responses
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Finding 

#

Title of Finding Rating Recommendation Management Response

3

Case Closure 

and Member 

Communication 

Protocol

Medium

1. Benefits Division management should establish and document 

formal case closure procedures for Felony Forfeiture cases that 

define the requirements for case completion, supervisory 

review, documentation retention, and closure approval. 

2. Upon closure of a Felony Forfeiture case, Benefits Division 

management should require that a standardized alert be placed 

on the member's account documenting the case disposition, 

final determination, and any required follow-up actions. 

3. Additionally, Benefits Division management should establish 

and implement formal documentation requirements for Pension 

Forfeiture Committee (PFC) meetings to ensure that all case 

determinations are consistently and completely recorded.  

Management agrees with the finding and recommendation. By 

December 2026, Benefits Division management will establish 

and document formal case closure practice.  Management will 

also require an alert and comment to be placed on the 

member’s account documenting the final determination and 

required follow-up action.  Pension Forfeiture Committee 

(PFC) meeting minutes will be documented in a consistent 

manner.  These changes will be reflected in the overarching 

detailed felony forfeiture procedures.

Target Date: December 31, 2026 / June 30, 2027.

4

Lack of 

Formalized 

Felony 

Forfeiture 

Procedures

Medium

Benefits Division management should develop, document, and 

implement comprehensive Felony Forfeiture procedures that 

establish end-to-end processing requirements, roles and 

responsibilities, documentation standards, review controls, case 

closure requirements, and interdepartmental service expectations.

Management agrees with the finding and recommendation. 

This should be tackled in two parts: 

1) Benefits will develop formal procedures detailing the existing 

process. They will include a standardized case closure 

methodology as recommended as well as the use of a 

standardized naming convention, so forfeiture documents are 

readily identifiable in member accounts. 2) In a later iteration, 

we will detail the communication and follow-up method once 

one is established with the County Department of Human 

Resources.  

Target Date: December 31, 2026 / June 30, 2027.
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Conclusion

• Audit Independence and Objectivity

The audit was conducted independently and objectively following 
the IIA Standards.

• Overall Audit Rating
Overall, Benefits demonstrates a good control environment with 
effective oversight and the capacity to achieve its divisional 
objectives; however, given the four (4) medium-rated findings, the 
overall audit rating is assessed as “Opportunities for 
Improvement.”

9
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Thank you

10

We would like to thank the Benefits Division management and staff that we worked with for their 

cooperation on this engagement and invite them to provide any comments.

QUESTIONS?



 

 

 
October 22, 2026 
 
TO: Audit, Compliance, Risk, and Ethics (ACRE) Committee 

Debbie Martin (BOI), Chair 
Nicole Mi (BOI), Vice Chair 
Aleen Langton (BOR), Secretary 
Trevor Fay (BOI), Trustee 
Bobbie Fesler (BOR), Trustee 
Shawn R. Kehoe (BOR), Trustee 
Elizabeth Ginsberg, Ex-Officio 

 
ACRE Committee Consultant 

Larry Jensen 
 

FROM:    Christian Velasco  
  Senior Internal Auditor  

 
FOR:  November 18, 2026 Audit, Compliance, Risk, and Ethics (ACRE) Committee 
 
SUBJECT:  Centralized Vendor Management Advisory Engagement 
 
RECOMMENDATION 
In accordance with your current ACRE Committee Charter, staff recommends that the ACRE 
Committee review and discuss the following memo and take the actions below: 
 

1. Accept and file, 
2. Instruct staff to forward memo to Boards or Committees, 
3. Make recommendations to the Boards or Committees regarding actions as may be 

required based on the engagement, and/or 
4. Provide further instruction to staff. 

 
PURPOSE  
The Audit Plan for Fiscal Year Ending (FYE) 2026 included an advisory engagement of 
Centralized Vendor Management (CVM).  CVM supports how Administrative Services Division 
oversees the Vendor Lifecycle, monitors vendor performance for compliance with all applicable 
terms and conditions outlined in the Procurement Policy, Contract, and other relevant 
procurement documents. 
 
This was an advisory engagement to review and identify any value-add services Internal Audit 
(IA) can provide to assist in LACERA’s third-party and vendor relationships, their governance, 
risk-assessments, and control points across the vendor management lifecycle; this included 
compliance and considerations with internal policies and the Institute of Internal Auditors (IIA) 
Third-Party Topical Requirements (the Topical Requirements). 
 
 
 



Centralized Vendor Management Advisory Engagement 
October 22, 2026 
Page 2 of 3 
 

 

BACKGROUND 
The Vendor Management group is composed of the Procurement and Contracts Units. The 
group plays a crucial role in ensuring LACERA’s procurement and contracting processes are 
efficient and aligned with LACERA’s strategic goals. The group develops and manages a 
centralized process for the solicitation and acquisition of goods and services. Their 
responsibilities are vital for maintaining fiscal durability, compliance, and risk management. 
 
In 2025, the IIA released the Third-Party Topical Requirements, which outlined a 
comprehensive approach to assess the design and implementation of third-party governance, 
risk management, and control processes. 
 
ENGAGEMENT OBJECTIVES AND SCOPE  
The scope of this advisory engagement was to review the processes, controls, and data used 
to select, contract, onboard, monitor, and offboard third-party vendors across the vendor 
management lifecycle in alignment with the Topical Requirements. 
 
IA and the Administrative Services Division developed and mutually agreed upon the 
engagement objectives, which were to review and gain an understanding of, and provide 
advisory services on the following: 

 Governance: The framework of oversight, accountability, policies, roles, and 
communication processes established to direct and oversee third-party relationships 
throughout the vendor lifecycle, ensuring alignment with LACERA’s objectives, 
regulatory requirements, and risk appetite. 

 Risk Management: The systematic process for identifying, assessing, prioritizing, 
responding to, monitoring, and escalating risks associated with third parties and their 
subcontractors throughout the vendor lifecycle, commensurate with LACERA’s risk 
exposure. 

 Controls: The policies, procedures, and activities implemented to manage third-party 
relationships and mitigate identified risks, including due diligence, contracting, 
onboarding, monitoring, issue escalation, contract renewal, and offboarding practices. 

 
ENGAGEMENT RESULTS 
Internal Audit observed that LACERA’s CVM Program has continued to mature. 
 
During the period from July 1, 2025, to June 30, 2026, IA observed the following strengths:  
 Demonstrated ongoing professional development through various trainings during the scope 

period. 

 Developed a Due Diligence Playbook to ensure effective communication of the Contract 
Management Lifecycle as well as a Procurement Workflow Matrix to pertinent staff. 

 Continue to identify and leverage resources to consider improvements to the process. 

 Proactively working towards leveraging existing software to enhance reporting and process 
needs. 
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While LACERA’s CVM Program includes key foundational elements and continues to mature, 
IA identified the following actions to further enhance the program:  
 
 Development of a formalized and documented Risk Assessment Framework that addresses 

third parties and that incorporates strategic, reputational, ethical, operational, financial, 
compliance, cybersecurity, Information Technology (IT), legal, sustainability, and 
geopolitical risks. 

 Development of a formalized Risk Ranking and prioritization function, where vendors are 
ranked and prioritized by risk, and due diligence processes that are commensurate with the 
vendor’s corresponding rating. 

 Identifying processes not included in policies and procedures, evaluating existing key 
processes, and documenting the corresponding processes as needed. 

 
MANAGEMENT COMMENTS 

Management appreciates IA’s review and acknowledges the continued maturation of the CVM 
Program. Administrative Services currently incorporates risk-based criteria into vendor 
onboarding, renewal, and ongoing oversight activities. Management recognizes, however, that 
existing practices can be enhanced by establishing a more formal and documented framework 
for identifying and assessing critical third-party relationships from a LACERA-wide perspective. 
 
CONCLUSION 
Overall, LACERA’s CVM includes key foundational elements necessary to mitigate third-party 
risk. The proposed enhancements are intended to reinforce a structured risk assessment 
framework, prioritize efforts where risk is elevated, and document key processes and controls 
as needed.  
 
IA would like to extend its appreciation to Administrative Services for collaborating on this 
advisory engagement. 
 
Attachment: 
A. Centralized Vendor Management Advisory Engagement Presentation 
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Summary of Engagement

2

Responsible Divisions: Administrative Services
Type of Engagement: Advisory
Audit Rating: N/A

Type of Engagement
Advisory: Advisory services provide Management with formal assessments and advice 
for improving LACERA’s governance, risk management, and control processes, without 
Internal Audit assuming Management responsibility.

Purpose
This advisory engagement was to help strengthen LACERA’s management of its third-
party and vendor relationships. 

Please Note: This is an Advisory Engagement and does not provide assurance. 
Therefore, no audit opinion nor conclusion is provided on the effectiveness of 
Governance, Risk Management, and Controls of these processes.
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Background, Objectives, Scope

3

Background
In 2025, The Institute of Internal Auditors (IIA) issued the Third-Party Topical Requirements (the Topical Requirements), which 
became effective on September 15, 2025. The Topical Requirements establish a consistent, and a comprehensive approach for 
internal auditors to assess the design and implementation of third-party governance, risk management, and control processes.

Objectives
Internal Audit (IA) and the Administrative Services Division developed and mutually agreed upon the engagement objectives, 
which were to review and gain an understanding of, and provide value-added services on the following:

• Governance: The framework of oversight, accountability, policies, roles, and communication processes established to direct 
and oversee third-party relationships throughout the vendor lifecycle, ensuring alignment with organizational objectives, 
regulatory requirements, and risk appetite.

• Risk Management: The systematic process for identifying, assessing, prioritizing, responding to, monitoring, and escalating 
risks associated with third parties and their subcontractors throughout the vendor lifecycle, commensurate with LACERA's 
risk exposure.

• Controls: The policies, procedures, and activities implemented to manage third-party relationships and mitigate identified 
risks, including due diligence, contracting, onboarding, monitoring, issue escalation, contract renewal, and offboarding 
practices.

Scope
The scope of this advisory engagement was to review the processes, controls, and data used to select, contract, onboard, 
monitor, and offboard third-party vendors across the vendor management lifecycle in alignment with the Topical Requirements 
from July 1, 2025, to June 30, 2026.
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Summary of Advisory Observations
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Observation  
# Title of Observation Recommendation Management Response

1 Risk Assessment 
Framework

IA recommends that Administrative 
Services formalize and document the 
framework that addresses third parties 
and strategic, reputational, ethical, 
operational, financial, compliance, 
cybersecurity, Information Technology 
(IT), legal, sustainability, and 
geopolitical risks.

Management agrees with the recommendation. Administrative 
Services currently incorporates risk-based criteria into vendor 
onboarding, renewal, and ongoing oversight activities. 
Management recognizes, however, that these existing practices 
can be enhanced by establishing a more formal and documented 
framework for identifying and assessing critical third-party 
relationships from an organization-wide perspective. 
Administrative Services will build upon existing vendor risk 
management practices by developing and documenting a third-
party risk framework that establishes criteria for identifying critical 
vendors and considers relevant risk factors, including strategic, 
reputational, ethical, operational, financial, compliance, 
cybersecurity, information technology, legal, sustainability, and 
geopolitical risks, as appropriate to the nature of the vendor 
relationship.

Implementation will leverage existing procurement and vendor 
management processes where appropriate and will coordinate 
with relevant LACERA stakeholders for risk areas that fall within 
their respective areas of responsibility.
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Summary of Advisory Observations (Continued)
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Observation 
#

Title of 
Observation Recommendation Management Response

2 Risk Ranking and 
Prioritization

In conjunction with the Advisory 
Observation 1 - Risk Assessment 
Framework, vendors should be ranked 
and prioritized by risk, and due 
diligence processes should be 
enhanced consistently with the 
corresponding rating, in which a higher-
risk vendor will receive higher 
frequency due diligence procedures, 
and Argos Risk notifications are noted 
when considering an out of cycle 
review.

Management agrees with the recommendation. Administrative 
Services currently performs vendor due diligence through 
onboarding and renewal processes and continuously monitors 
vendors through Argos Risk. Management will enhance these 
processes by aligning the frequency and scope of due diligence 
with vendor risk ratings and establishing criteria for considering 
Argos Risk notifications for out-of-cycle reviews. These 
enhancements will be incorporated into the third-party risk 
framework developed in response to Advisory Observation 1.

3
Documentation of 
Existing Processes 
and Controls

IA recommends identifying processes 
not included in policies and procedures, 
evaluating existing key processes, and 
documenting the corresponding 
processes as needed.

Management agrees with the recommendation. Administrative 
Services will review existing vendor management processes to 
identify key activities not currently reflected in policies and 
procedures and will update applicable documentation as 
appropriate. This review will include existing vendor monitoring, 
vendor data validation, and other key periodic oversight activities.
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Engagement Results

Administrative Services continues to mature the Procurement and Vendor 
Management Process. 
 Demonstrates ongoing professional development through various trainings in 

the scope period.
 A Due Diligence Playbook was drafted to ensure effective communication of 

the Contract Management Lifecycle to pertinent staff, as well as a 
Procurement Workflow Matrix.
 Administrative Services continues to identify and leverage resources to 

consider improvements to the process.
 The Procurement Policy was modified and revised in Fiscal Year 2025-2026.
 Vendor Management Software is being re-configured to enhance reporting 

and process needs.

6
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Thank you
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We would like to thank the Administrative Services Division for their cooperation on this engagement.  

QUESTIONS?



 
 
November 10, 2026 
 
 
TO: Audit, Compliance, Risk, and Ethics (ACRE) Committee  

Debbie Martin (BOI), Chair   
Nicole Mi (BOI), Vice Chair 
Aleen Langton (BOR), Secretary 
Trevor Fay (BOI), Trustee 
Bobbie Fesler (BOR), Trustee 
Shawn R. Kehoe (BOR), Trustee 
Elizabeth Ginsberg, Ex-Officio 

 
ACRE Committee Consultant  

Larry Jensen 
 

FROM:   Leisha E. Collins  
 Chief Audit Executive 
  

FOR:  November 18, 2026 Audit, Compliance, Risk, and Ethics (ACRE) Committee 
 
SUBJECT:  Chief Audit Executive Report   
 
 
The new Chief Audit Executive (CAE) Report will provide regular updates to support the ACRE 
Committee’s oversight of Internal Audit. The report offers a consolidated overview of audit plan 
progress, management’s efforts to implement audit recommendations, and strategic initiatives 
to enhance audit quality and effectiveness.  
 
Staff will provide a summary of the presentation at the November 2026 ACRE Meeting,  
 
Attachment: 
A. Chief Audit Executive Report Presentation 



Chief Audit Executive Report

Presented By:

 Leisha E. Collins, Chief Audit Executive

November 2026

Attachment A
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Executive Summary 

2

As the ACRE Committee’s role in overseeing Internal Audit continues to evolve, timely 

communication is essential to maintaining insight into our work and how it addresses LACERA’s 

organizational risks. The Chief Audit Executive (CAE) Report provides that insight. In keeping with 

the Institute of Internal Auditors (IIA) Global Internal Audit Standards, it keeps the Committee 

informed of our progress, emerging risks, and results, so it can oversee with confidence.

What the report covers:

SECTION ONE

Audit Plan Progress

Are we auditing the right things, on schedule?

Results from FY 2026, progress on FY 2027, and enhancements to our 

own operations.

SECTION TWO

Management Action Plans

Are the risks we find actually getting fixed?

Audit value depends on implementation, so we track each 

recommendation to closure.

SECTION THREE

Strategic Initiatives

Where is Internal Audit headed?

Our three-year road map aligns our work with LACERA’s five strategic 

pillars.

1 2

3
SECTION FOUR

Staff Activity

How are we developing our people and our presence?

Staff development, training, the External Quality Assessment, and IA 

visibility.

4



S E C T I O N  O N E

Audit Plan Progress

FY 2026 and FY 2027



Audit Plan Progress

Audit Plan Highlights

❑ As of this reporting, Internal Audit has 

completed or substantially completed 97% 

(33 of 34 projects) of the FY 2026 Audit Plan, 

exceeding the 80% completion target.

❑ Internal Audit has completed thirty-one FY 

2026 projects, and two are in the final report 

phase. One engagement was postponed due 

to staffing constraints and will begin in the 3rd 

quarter of 2027.

❑ FY 2027 is progressing well, with 50% of 

planned 1st and 2nd planned projects 

completed; 85% of planned 1st quarter 

projects have been completed.

❑ Almost half of planned 2nd quarter projects 

are completed or underway, and several Q3–

projects began ahead of schedule at 

management’s request.

91%

6%

3%

FY 2026 AUDIT PLAN

Completed In Progress Postponed

27%

23%

50%

FY 2027 AUDIT PLAN

Completed In Progress Not Started
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Completed Audit and Advisory Engagements
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Project FY Audit 

Plan

Report Date Audit Team Results

Unclaimed Accounts Audit 2026 10/21/2026 Internal Audit Opportunities for Improvement

Felony Forfeiture Audit 2026 10/22/2026 Internal Audit Opportunities for Improvement

HR Needs Assessment Advisory 2026 9/24/2026 LCW Opportunities For Operational 

Enhancements

FYE 2026 SOC 1 Type 2 Audit Oversight 2026 11/06/2026 Weaver Effective Operating Controls

Member Appointment System Audit 2027 11/5/2026 Internal Audit Opportunities for Improvement

Central Vendor Management Advisory 2027 10/22/2026 Internal Audit Opportunities For Operational 

Enhancements

CAP- Duplicate Vendor Payment 2026 10/23/2026 Internal Audit Satisfactory

CAP - New Benefit Payees 2027 10/15/2026 Internal Audit Satisfactory

CAP -  CEO Credit Card 2027 10/23/2026 Internal Audit Satisfactory

CAP - LACERA Rehired Retiree 2027 10/23/2026 Internal Audit Satisfactory

CAP - Death Burial Benefits 2027 10/29/2026 Internal Audit Satisfactory

Financial Audit Oversight 2027 10/15/2026 CLA Unmodified (Clean) Opinion

Actuarial Audit Oversight 2027 N/A CavMac Non-rated

2
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FY 2026 FY 2027

Audit Advisory Oversight CAP

COMPLETED ENGAGEMENTS

13 Projects Across FY 2026 and 

FY 2027 since last ACRE

SATISFACTORY RATINGS

5 Completed CAP Tests

OPPORTUNITIES FOR IMPROVEMENTS

3 Assurance Engagements

OPPORTUNITIES FOR OPERATIONAL 

ENHANCEMENTS

2 Advisory Engagements

Completed Projects Engagement results 
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FY 2026 Audit Plan Progress
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Engagement Team
Engagement 

Status
Objective Results

Unclaimed 

Accounts Audit

Internal 

Audit
Completed

Evaluate the effectiveness, accuracy and consistency of 

unclaimed account processes, including safeguards, member 

outreach, documentation and payments, for compliance with 

policies and business rules.

Audit Report rating is Opportunities for 

Improvements.  Two medium 

recommendations are in the areas of policies 

and procedures.

Felony Forfeiture 

Audit

Internal 

Audit
Completed

Assess whether LACERA identifies and processes all applicable 

felony forfeiture cases with accurate, consistent and legally 

compliant determinations, and evaluate documentation, tracking 

and coordination of case status and deadlines.

Audit Report rating is Opportunities for 

Improvements. Four medium 

recommendations in the areas of internal and 

external reporting, resource capacity, and 

policies and procedures.

HR Needs 

Assessment 

Advisory

LCW Completed

Evaluate HR’s capabilities, resource needs, processes and 

service delivery to identify opportunities to strengthen HR 

operations and align with LACERA’s priorities.

Operational enhancements identified in the 

areas of leadership and structure, recruitment 

and vacancy management, workforce 

development and succession, technology and 

data, and organization-wide coordination.

FYE 2026 SOC 1 

Type 2 Audit 

Oversight

Weaver Completed

Evaluate whether controls over OPEB processing and supporting 

IT systems were suitably designed and operated effectively 

during the audit period to support user entities’ financial 

reporting.

The engagement found that controls are 

operating effectively to provide reasonable 

assurance that the control objectives were 

achieved.

Trustee Travel & 

Education Audit
Crowe In report phase

Evaluate FY 2024–2025 Trustee education and travel activities 

against policies, prior recommendations and fiduciary duties; 

benchmark practices and costs against peers.

Pending – Report in progress.

Penetration Test 

Audit
Crowe

In audit testing 

phase

Assess whether the external perimeter, internal network, selected 

applications and workforce-facing controls prevent realistic 

attacks and support timely detection and response.

Pending – Audit testing in progress.

Business 

Continuity/Disaster 

Recovery Advisory

External
Postponed to 

FY 2027

Assess DR program to identify gaps relating to enterprise 

framework ensuring uninterrupted, accurate benefit payments 

and continuity of core operations during any disruption. 

Not Applicable.
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FY 2026 Projects

FY 2026 Projects

Completed Report Phase

Testing Phase Postponed
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FY 2027 Audit Plan Progress (1st – 2nd Quarter)
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5

4

2

2

Planned Projects by Type

CAP Assurance Advisory Oversight

FY 2027 

Audit Plan

Planned 

Qtr.
Division Project Risk

Project 

Type

Audit 

Assignment
Status

1 Q1 FASD Actuarial Studies, Reports, and Census Data ● Oversight CavMac Complete

2 Q1
Member 

Services
Member Appointment System ● Assurance Internal Audit Complete

3 Q1 Admin Services Centralized Vendor Management ● Advisory Internal Audit Complete

4 Q1 Benefits
Direct Deposit/Pre-Paid Debit Card 

Processing ● Assurance Internal Audit
Prelim 

Planning

5 Q1 Benefits Death Payments to Beneficiaries ● CAP Internal Audit Complete

6 Q1 FASD LACERA FYE 2026 Financial Statement Audit ● Oversight CLA Complete

7 Q1 Benefits New Monthly Member Payroll ● CAP Internal Audit Complete

8 Q2 Exec CEO Corporate Credit Card Payments ● CAP Internal Audit Complete

9 Q2 Benefits/FASD Employer Contribution Reconciliation ● Assurance Internal Audit Not Started

10 Q2
Member 

Services
Hardship Escalations ● Assurance Internal Audit Fieldwork

11 Q2
Member 

Services
Member Virtual Counseling ● CAP Internal Audit Not Started

12 Q2 Systems Business Continuity/Disaster Recovery ● Advisory External Not Started

13 Q2 Benefits Member Special Payments ● CAP Internal Audit
Prelim 

Planning

High            Medium              Low 

0 1 2 3 4 5

Coverage

Exec Systems Member Srv

Benfits/FASD FASD Benefits

Admin Services

Q1 is largely wrapped up, giving the team good momentum as Q2 work gets underway. Many of the Q2 projects address high-risk areas, which 

underscores their significance to the organization. The plan is providing good coverage throughout the organization, with audits spanning many 

divisions and most performed by Internal Audit. Refer to the Appendix for the complete FY 2027 Audit Plan.
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Management Action Plans
Progress Implementing Audit Recommendations
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Management Action Plans Update
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Internal Audit continues to track management action plans to confirm that identified risks and recommendations are implemented timely and 

effectively. Overall, management has improved timeliness in resolving previous critical issues. Two of the 5 open recommendations have been 

implemented by HR, and Legal, and 4 of the 12 open recommendations are on track for completion by 12/31/2026. No recommendations have 

exceeded their target completion dates. New audits added 9 medium-rated operational recommendations, concentrated in member-focused 

divisions. Refer to the appendix for recommendation details.

Open Recommendations 

as of 8/31/2026

5
New Recommendations

9 
Closed Recommendations

2
Open Recommendations as of 

11/15/2026

12
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3

0 1 2 3 4 5

Felony Forfeiture

Unclaimed Accounts

Member Appointment System

New Audit Report Recommendations

High Med Low
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Benefits Member Services

New Recommendations by 
Division

11

Closed Recommendations

HR Legal
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Operational Recommendation Highlights
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Benefits

Legal

Member Services

Exec Office

OPEN RECOS BY DIVISION

53%

20%

13%

7%
7%

OPEN RECOS BY ISSUE CATEGORY

Policies & Procedures Resource Capacity

Training & Development Performance Measure

Internal & External Reporting

Key Takeaways and themes: 

❑ The focus of the FY 2027 Audit Plan is on member 

benefits processes, specifically in the member-

focused divisions: Benefits and Member Services. 

This is consistent with our audit results, as the 

majority of open recommendations relate to these 

two divisions.

❑ The recurring theme across recommendation 

categories is policies and procedures. As the 

organization adds and enhances processes and 

systems for efficiency, policies and procedures 

must also be updated to reflect current practices 

and to ensure consistent, repeatable, and accurate 

processing.

❑ Additional areas for operational improvements 

include addressing resource capacity issues, 

training and development, and strengthening 

performance measures and reporting.

❑ Open Recommendations are on track for 

completion by the planned target date.  
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Implementation Target Dates

IMPLEMENTATION TARGETS

12/31/2026 3/31/2027 6/30/2027
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Internal Audit Strategic Initiatives

Progress towards Three-Year Road Map
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Internal Audit Strategic Initiatives
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Internal Audit’s strategic initiatives focus audit resources on the risks and capabilities that matter most to LACERA’s long-term success. Our three-

year road map aligns Trusted Advisors with service and process improvements, Continuous Learners with staff development and responsible 

technology use, and Risk Consultants with stronger risk awareness and resilience. Together, these initiatives support LACERA’s five strategic 

pillars while preserving Internal Audit’s independence and strengthening assurance with progress towards organizational goals.

LACERA’s 

Strategic Pillars:

Internal Audit’s 

Strategic Pillars
(3-Year Road Map):

Superior Member 

Experience
Fiscal Durability

Trusted Advisors

Enhancing processes to position 

Internal Audit as adding value and 

influence operational improvements.

Investing in 

People

Innovation 

Through 

Technology

Continuous Learners

Build audit competencies and foster 

a culture of learning to deliver 

actionable insights.

Compliance and Enterprise Risk 

Management

Risk Consultants

Advancing LACERA’s risk 

awareness to strengthen 

organizational maturity and 

resilience.
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Strengthening Our Role as a Trusted Advisor
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01 KPI Reporting Establish KPIs and formal reporting structure for Exec Office and ACRE.

Target: January 2027    Project Manager: Leisha Collins

02 Internal Audit Awareness Elevate IA and bring awareness of Internal Audit function, to strengthen partnerships.

Target: June 2027    Project Manager: Perla Gonzalez

03 Updated Presentation Templates Develop updated presentation templates for reporting on audits, advisory engagements, and special projects.

Target: January  2027    Project Manager: George Lunde

04 IA Website Overhaul Overhaul of the IA Website that provides status of IA Projects and other important IA information.

Target: June 2027   Project Manager: Alex Ochoa, Perla Gonzalez

05 Assurance Engagement Report
Update Report structure, format and process for report distribution.

Target: January  2027   Project Manager: Kristina Sun

06 Advisory Engagement Report
Update Report structure, format and process for report distribution.

Target: January  2027    Project Manager: Delfino Aguilar

07 Three-Year Roadmap Reporting
Develop reporting structure, including key milestones, completion timelines, and report to ACRE.

Target: February  2027 Project Manager: Gabriel Tafoya

08 TM Champion Team Support full and effective use of audit software, TeamMate, train team on functionality

Target: June 2027    Project Managers: Gabriel Tafoya, Delfino Aguilar, Christian Velasco, Kristina Sun

FY 2027 Key Objectives:

09 Internal Audit Internship Program Establish an Internal Audit Internship Program, including defined intern projects, coaching, and mentorship

Target: June 2027    Project Managers: Nathan Amick, Perla Gonzalez
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Mid-Year Risk Assessment Conduct a mid-year risk assessment to update risks for better audit planning.

Target: January 2027    Project Manager: Leisha Collins

02

Organizational Risk Training Develop an organizational risk training program that will be provided by the Internal Audit 

Team and oversee coordination and scheduling of training sessions.

Target: June 2027    Project Managers: Kristina Sun,  Delfino Aguilar

01

FY 2027 Key Objectives:

Strengthening Our Role as a Risk Consultant
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Comprehensive QAIP Develop a comprehensive Quality Assurance and Improvement Program (QAIP), including 

a formally documented annual internal assessment that is reported to ACRE.

Target: June 2027    Project Manager: Christian Velasco

02

Internal Audit AI Strategy Develop and implement Internal Audit AI Policy  that includes objectives and desired 

outcomes for using AI in internal operations and audit processes.  Incorporate AI training 

into divisional training program.

Target: June 2027    Project Manager: Leisha Collins

01

FY 2027 Key Objectives:

Investing in Our Team as Continuous Learners



S E C T I O N  F O U R

Staff Activity
Developing our team and our presence
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FY 2027 Audit Plan – IA Operations & Enhancements
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Staff Development & Succession Planning

Interim Principals now manage audits and direct reports. Recruitment for permanent Principals is underway (bulletin 
expected January 2027), and team-based audits are building senior auditors’ leadership experience.

Continuous Professional Development (CPE)

Staff are working toward the 40-hour annual CPE requirement, with Q1–Q2 training in AI governance, Benefits, IT and 
TeamMate. Staff will attend the November APPFA; one will speak on a SACRS panel.

External Quality Assessment (EQA)

Preparation is underway for the independent assessment; fieldwork begins the week of November 16. The report, including 
any improvement opportunities, is due by year end and will go to ACRE at its first 2027 meeting.

Enhance Internal Audit Presence
Many innovative activities have been done to build Internal Audit awareness: IA was featured in the LACERA Spotlight; 
guests from other divisions have been invited to join our staff meetings to discuss key operations; the team has provided 
audit overviews at management meetings.  A Halloween open house welcomed staff into the Internal Audit Office.

Operational Enhancements 

We are streamlining audit workflows and strengthening documentation and reporting. Advisory and assurance reports were 
refined using stakeholder feedback, KPIs are being drafted, and SharePoint is being reorganized.
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Innovative Ways to Enhance Internal Audit’s Presence
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Future Internal Audit 

Activities

Dec 2026 – Jan 2027

Mid FY Risk 

Assessment Meetings 

March 2027

Organizational Risk 

Training

May 2027

Internal Audit Awareness 

Month

Internal Audit 
 Halloween Open  House

Bringing Awareness to Internal Audit with 
Different Channels of Communication:
• Internal Audit Discussions at LSC, MAT, SAT
• Ongoing divisional meetings
▪ Guest speaker drop-ins at IA staff meetings for 

updates on organizational initiatives and 
business processes

▪ IA inclusion in organization projects



C O N C L U S I O N

Questions



Appendix
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Operational Recommendations Details

Engagement / Finding Recommendation Category Target 
Date 

Audit Report: Public Disclosure Forms 
Inadequate Training for 
Public Disclosure Forms

The Legal Office should establish an organizational-wide training program for individuals required to complete disclosure forms or involved in the process. 
This training could be included in other training provided on the Code of Ethical Conduct or other ethics-related training. The Legal Office Management 
should track attendance and retain training materials per FPPC Regulations and establish a schedule for updates.

Training & 
Development 12/31/2026

Audit Report: LA County Rehired Retirees – FYE 2025
PPG-505 On-Boarding 
Procedures Improvement

Benefits Division management should establish procedures to ensure timely receipt, monitoring, and retention of PPG-505 Waiver Forms, including clear 
compliance ownership, a tracking and reconciliation control with County departmental HR divisions, escalation protocols for unreceived waivers, formal 
documentation of the DPC's intake role, and periodic management reviews. Internal Audit determined that the current Waiver Forms process has 
significant control gaps, rendering it inefficient and ineffective at ensuring LACERA receives proper Rehire Retiree compliance documentation. The 
process also lacks a specific requirement regarding Limited Duration assignments. These enhancements are necessary to ensure all rehired retirees 
subject to the 120-day temporary assignment requirement have a corresponding PPG-505 Waiver on file.

Policies & 
Procedures 12/31/2026

Continued Violation of 
PEPRA's "limited 
duration" language.

LACERA’s Executive Office and Legal Office continue their discussions with the County regarding limited duration and whether policy provisions or 
practices can be added or strengthened to explicitly address the statutory requirement of limited duration.

LACERA’s Executive Office and Legal Office work with the Board of Retirement to determine a more defined definition, tracking, and annual review of 
limited duration for County retirees, in addition to the current policy for LACERA employees, to ensure compliance with PEPRA and provide for recovery of 
benefits paid during periods worked in violation of PEPRA law.

Policies & 
Procedures 6/30/2027

Audit Report: Member Appointment System 
Lack of a Formalized 
Data-Informed 
Appointment Allocation 
Model

Member Services Division Management formalize and document its data-informed approach to appointment allocation, building on the historical analysis 
it already has described and currently utilizing. Policies & 

Procedures 6/30/2027

Management Reporting 
does not Reconcile to Q-
Flow Source Data

Member Services Division Management establish and document a repeatable reconciliation and review process to ensure that  appointment metrics 
reported to Executive Management agree to Q-Flow source data, or that any differences are explained and supported before metrics are distributed. 

Internal  & 
External 

Reporting
12/4/2026

Deactivation and 
Inaccurate 
Administration of Q-Flow 
User Access

Member Services Management should work with the Systems Division. These changes are to be governed by a documented deactivation procedure that is 
triggered by both separation and internal transfer, sets a defined timeframe for removing or reassigning access, and assigns responsibility for performing 
and evidencing each change. A periodic user access review, in which supervisors confirm that each account is still needed and correctly assigned, should 
also be performed and retained as evidence that access remains aligned with current roles.

Policies & 
Procedures 6/30/2027



Los Angeles County Employees Retirement Association

Operational Recommendations Details (continued)

Engagement / 
Finding Recommendation Category Target 

Date
Audit Report: Unclaimed Accounts

Inconsistent and 
Untimely Locking of 
Member Accounts

Benefits Division Management should clarify and document a single triggering date for the locking timeline, such as the date LACERA is notified of the 
member’s death, and define whether subsequent outreach activity, including reissued correspondence, affects that timeline. Internal Audit further 
recommends aligning the written process with actual practice regarding the number of notices issued before locking so that expectations, execution, and 
reporting are consistent.

Policies & 
Procedures 2/28/2027

Required Updates to 
Policy and Procedures 
for Unclaimed Account 
Management

Benefits Division Management update the unclaimed accounts policies and procedures to strengthen controls over account locking, monitoring, and 
oversight. As outlined in the observation above, the update should formalize unlock authority and documentation requirements, establish a periodic review of 
accounts that remain unlocked beyond the expected timeframe, and define escalation and reporting protocols for aged accounts to executive management 
for transparency purposes.

Policies & 
Procedures 2/28/2027

Audit Report: Felony Forfeitures
Incomplete Reporting 
of Felony Convictions 
to LACERA

Benefits Division management should strengthen the felony forfeiture identification and referral process by coordinating with Los Angeles County Department 
of Human Resources (DHR) and Los Angeles Superior Court to update the MOU language to require that all felony convictions involving LACERA members be 
reported to LACERA for review.

Internal & 
External 

Reporting
3/31/2027

Felony Forfeiture 
Process Ownership 
and Resource 
Continuity

Benefits management should develop mechanisms and evaluate existing benefits systems, to efficiently track and report felony forfeiture cases.  Benefits 
management should formally assign ownership of the Felony Forfeiture process to a designated process owner responsible for overseeing case 
administration, monitoring case status, ensuring timely follow-up, maintaining complete documentation, and coordinating case closure.

Resource  
Capacity 6/30/2027

Case Closure and 
Member 
Communication 
Protocol

Benefits Division management should establish and document formal case closure procedures for Felony Forfeiture cases that define the requirements for 
case completion, supervisory review, documentation retention, and closure approval.
2. Upon closure of a Felony Forfeiture case, Benefits Division management should require that a standardized alert be placed on the member's account 
documenting the case disposition, final determination, and any required follow-up actions.
3. Additionally, Benefits Division management should establish and implement formal documentation requirements for Pension Forfeiture Committee (PFC) 
meetings to ensure that all case determinations are consistently and completely recorded.

Policies & 
Procedures 12/31/2026

Lack of Formalized 
Felony Forfeiture 
Procedures

Benefits Division management should develop, document, and implement comprehensive Felony Forfeiture procedures that establish end-to-end processing 
requirements, roles and responsibilities, documentation standards, review controls, case closure requirements, and interdepartmental service expectations, 
as indicated in the observation section above.

Policies & 
Procedures 6/30/2027
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November 10, 2026 
 
TO:   Audit, Compliance, Risk, and Ethics (ACRE) Committee 

Debbie Martin (BOI), Chair 
Nicole Mi (BOI), Vice Chair 
Aleen Langton (BOR), Secretary 
Trevor Fay (BOI), Trustee 
Bobbie Fesler (BOR), Trustee 
Shawn R. Kehoe (BOR), Trustee 
Elizabeth Ginsberg, Ex-Officio 

 
FROM:  Harper Wells, CCEP 

Chief Ethics and Compliance Officer 
 
FOR: November 18, 2026, Audit, Compliance, Risk, and Ethics (ACRE) Committee 
 
SUBJECT: Ethics and Compliance Program: Transition, Initial Observations, and 

Plan for the First Six Months 
 
Purpose 
I joined LACERA as its first Chief Ethics and Compliance Officer on November 2, 2026. 
This memo introduces me to the Committee, recognizes the foundational work completed 
since October 2024, and sets out how I intend to approach my first six months. 
 
I have spent 22 years building and leading governance, risk, ethics and compliance 
programs in energy, higher education, and technology industries. In each, my work has 
always been to make compliance relevant and approachable, using behavioral science 
and data to remove the barriers to good decision-making. 
 
My first priority is a formal ethics and compliance risk assessment, and I have sequenced 
the first six months around it. I will listen in November and December 2026, assess in 
January and February 2027, and build the roadmap in March and April 2027. 
Three reasons support that order. 

• The 2025 baseline completed the first of five steps in a mature risk assessment 
cycle (identify, prioritize, inventory controls, remediate, report). The report sets the 
full five-step cycle as the goal once the CECO is hired and the Office is staffed1. 

• The culture work (survey and focus groups) found gaps between LACERA's stated 
values and how they are practiced. The assessment is how I will see where those 
gaps create compliance exposure2.  

• The Program Charter asks me to produce a Three-Year Roadmap and an annual 
work plan3. Both should rest on assessed risk. 

 
1 August 2026 status report 
2 August 2026 status report; focus group themes presented to this Committee in November 2025 
3 sec. VIII.C and VIII.D. 
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The table under “Building on the foundational work” gives the supporting record. 
 
What follows is a plan and early observations. Findings will come from the work described 
below, and I will bring them to the Committee as they are ready. 
 
Background and authority 
The Ethics & Compliance Program (the “Program”) exists to support management and 
the Boards' fiduciary duty to administer the system with care, skill, prudence, and 
diligence4, and through it, LACERA's mission: To produce, protect, and provide the 
promised benefits to our members. That mission is a promise made to more than 200,000 
members. 
 
The Ethics and Compliance Program Charter, adopted in October 2024, and the ACRE 
Committee Charter, as revised in October 2024, define the Program and the Committee's 
oversight of it. The Program Charter, and the sections of the ACRE Committee Charter 
that govern the Program, were developed in line with the United States Sentencing 
Guidelines and the Department of Justice Evaluation of Corporate Compliance Programs 
(DOJ ECCP). I will work to the same standards. I ask the Committee to measure me and 
the Program against the three questions its status reports have applied: whether the 
Program is well designed, applied earnestly and in good faith, and works in practice. 
 
Prior reports from the Legal Office set out the legal basis for each Program element in 
detail. I will rely on that record and will cite the charters where a commitment in this memo 
comes from them. 
 
How I will work 
My first task is to understand how LACERA operates before I recommend changes to it. 

• Listen first. I will learn how Benefits, Investments, and the back-office divisions 
operate, and the pressures each face, before proposing new controls. 

• Work with management. First-line managers own the risks in their divisions5. The 
Ethics and Compliance Office's (“Office”) role as the second line is to help first-line 
managers identify and manage those risks. 

• Educate. A large part of the Office’s role is education: helping staff and leaders 
across LACERA recognize ethics and compliance risks in their work and raise 
them with confidence6. 

• Protect independence. I will do all of this while protecting the independence the 
Program Charter gives this Office. The Program Charter calls for a collaborative 
approach with all LACERA divisions while maintaining independence and 
objectivity7. 

 
4 Cal. Const., Art. XVI, Sec. 17. 
5 August 2026 status report; Program Charter, sec. IX.A. 
6 Program Charter, sec. VII.G. 
7 Sec. V. 
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Building on the foundational work  
Since October 2024, the Legal Office, Executive Office, Internal Audit, Human Resources, 
Administrative Services, and subject matter experts in every division have carried the six 
foundational activities forward. I want to thank that team, and in particular Chief Counsel 
Steven Rice and Senior Staff Counsel Allison Barrett, who reported that work to this 
Committee. Ms. Barrett will serve as Compliance Counsel and continue to advise me on 
program activities8.  
 
My task in the first six months is to accelerate this foundational work, connect it, and give 
it the structure of a permanent program. The table below summarizes where each activity 
stands, drawn from the August 2026 status report, and updated to the date of this memo, 
and what I will do first. 
 

Program activity What is in place My first steps 

Education and 
Communication 

Ethics and Compliance Committee 
(ECC) “Message of the Quarter” 
series (risk awareness; ethics vs. 
compliance; Code launch). ECC 
members holding or pursuing 
CCEP certification. 

• Introduce myself and the Office’s 
purpose to the LSC and ECC at their 
November 12 and 19 meetings 
respectively, then to all staff through 
existing channels. 

• Agree on the timing and topic of the 
next Message of the Quarter with the 
ECC. 

• Update ethics and compliance contact 
points to reflect the Office and deliver 
an Ethics & Compliance SharePoint 
subsite by November end. 

• Perform E&C training gap analysis and 
build the annual education and 
communication plan, with training 
matched to role and risk, including 
Code orientation for Trustees. 

• Build out E&C communications 
campaign, in partnership with 
Communications. 

Policy  
Management 

Policy Subcommittee is available to 
meet every two weeks as policies 
are submitted; ECC meets monthly; 
Compass policy library in use. 
Three policies in review. 

• Review the three governing documents 
awaiting my input: the Policy on 
Policies, the ECC Charter, and the 
Program Charter. 

• Prioritize the four recommended stand-
alone policies by risk, starting with the 
Non-Retaliation Policy and the 
Investigation Policy. 

• Identify stakeholders and kick off the 
Policy Governance initiative. 

 
8 August 2026 status report. 
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Program activity What is in place My first steps 

Risk  
Assessment  

2025 baseline (identification step) 
completed with Internal Audit 
across 14 divisions, naming five 
risks: culture, people management, 
vendor management, outdated 
policies and procedures, and 
insufficient training. 2026 joint 
assessment underway. 

• Provide an independent analysis of the 
2025 report and 2026 findings. 

• Lead the formal assessment as a 
repeatable cycle. 

• Bring findings and a remediation plan 
to the Committee. 

Culture  July 2025 survey, nine focus groups 
(75 participants), and five themes, 
presented to ACRE in November 
2025 and the Boards in April 2026. 

• Review the culture results alongside 
the risk findings. 

• Serve as E&C stakeholder in Culture 
Survey activities. 

• 2027 survey date tentatively set for 
January 2027, with communications 
campaign beginning December 2026. 

Code of Ethical 
Conduct  

Adopted by the Boards in May 
2026. Roll-out underway, with a 
launch week held as planned in 
August 2026, and divisional Code 
Champions assigned. 

• Carry the roll-out through February 
2027. 

• Build annual Code training and 
attestation into the education plan. 

• Incorporate Code-relevant messaging 
into E&C communications campaign. 

Office and People Reporting structure set by the 
Program Charter; onboarding 
package and recommended first-
year roadmap prepared. 

• Hire the Office’s administrative 
assistant. 

• Scope the Deputy Chief Ethics and 
Compliance Officer roles ahead of 
2027 recruitment9. 

• Review the Office’s approved budget 
against the staffing and resources the 
Program needs and bring any 
proposed adjustments to the CEO and 
this Committee for approval10.  

 
9 ACRE Committee Charter, sec. VII.B.1.a. 
10 Program Charter, sec. VIII.E; ACRE Committee Charter, sec. VII.B.2.c. 



 

   
 

Two early observations offered as starting points: 
 

1. The risk and culture work point the same way. Culture appears both as a top 
risk in the 2025 baseline and as the subject of the focus group question, whether 
there are gaps between LACERA's stated values and how they are practiced. The 
focus groups answered yes, and their themes included strengthening reporting 
channels and non-retaliation protocols. That makes the foundations of speaking 
up an early priority. 

2. The assessment should be scoped to what the Office can act on. The August 
report notes that uncovering risk without the infrastructure to remediate it creates 
additional risk. I agree. I will scope the first full assessment cycle proportionate to 
the Office's capacity, and plan staffing and remediation alongside it. 

The first six months 
The first six months run in three phases; built on the six foundational activities the 
Program has already defined. 
 
Months 1 to 2 (November to December 2026): Listen and build relationships 

• Start with the people who carry the Ethics and Compliance work today. They have 
practical knowledge of how LACERA operates. My first questions are what they 
are working on and how I can support it. 

• Meet with the Leadership Steering Council, Management Action Team, Supervisor 
Action Team, and front-line staff, and hold one-on-one meetings with each division 
manager to understand the pressures each function faces across Benefits, 
Investments, and the back office. I will also seek out long-tenured staff with deep 
institutional knowledge. 

• Work closely with the ECC from the start. It meets monthly, carries the quarterly 
message into each division, and serves as an advisory body to the CECO under 
the Program Charter11. 

• Ask the team working on the Program to complete a structured review of strengths, 
weaknesses, opportunities, and threats, to surface themes and blind spots early. 

• Confirm how ethics and compliance reports, including Ethics Hotline reports, are 
received and handled today, and what interim non-retaliation commitment applies, 
so I can give the Committee a clear picture at its next meeting. 

• Begin recruitment for the Office's administrative assistant12. 
Months 3 to 4 (January to February 2027): Assess and diagnose 
The first formal ethics and compliance risk assessment cycle begins in this phase13. It is 
the most important early deliverable, because its results set the order of the mitigation 
work that follows. It starts with my independent analysis of the 2025 baseline report and 
the 2026 joint assessment, and looks at risk on two levels:  

 
11 Sec. VIII.B. 
12 August 2026 status report; ACRE Committee Charter, sec. VII.B.1.a. 
13 Program Charter, sec. VII.B. 
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Where exposures are managed. The first step is to map where each ethics and 
compliance exposure is already managed, and by whom. Some sit in divisional controls, 
and some may sit in the enterprise risk management work Internal Audit is developing 
with Legal's support under Strategic Plan Objective 4.214. The assessment will then 
concentrate on the five risks identified in 2025 and on any exposure that no function 
currently owns. 
 
How it shows up in daily work. The assessment will also look at where staff in Benefits, 
Investments, and support functions face pressure or uncertainty about the right course of 
action, what they currently do in those situations, and where processes or guidance could 
make the right course clearer. This includes direct observation of daily operations, which 
the August report identifies as part of risk identification once the Office is staffed. 

• Run the assessment as a repeatable cycle: identify, prioritize, inventory controls, 
remediate, and report15. 

• Coordinate with Internal Audit and the enterprise risk work already in motion, so 
the efforts complement, rather than duplicate each other and divisions are not 
assessed twice for the same purpose15. 

• Hold the boundary the charters draw. The Office is the second line. Internal Audit 
is the independent third line, and its independence and work papers remain their 
own16. 

 
Months 5 to 6 (March to April 2027): Sequence the roadmap 

• Draft the Three-Year Roadmap of priorities and the first annual work plan the 
Program Charter calls for17, built from the assessment's initial findings. The 
Roadmap is for review and approval by the CEO, this Committee, and the Boards. 
The annual work plan is for review and approval by the CEO and this Committee. 

• Develop the outstanding Program policies in order of risk, beginning with the 
Nonretaliation Policy and the Investigation Policy and Procedures. Both are among 
the stand-alone policies the August report recommends, and both bear directly on 
whether staff are willing to raise concerns. Alongside them, I will review the 
channels for raising concerns18 and build the investigations framework19 in step 
with the risk and policy work. 

• Build the annual education and communication plan, starting with the ethics and 
compliance content new hires receive and extending to ongoing training matched 
to role and risk. The plan will be anchored in the Code of Ethical Conduct and will 
include year-round communication, discussion between managers and their 

 
14 March 2026 status report. 
15 August 2026 status report 
16 Program Charter, sec. VI; August 2026 status report. 
17 Sec. VIII.C and VIII.D. 
18 Program Charter, sec. VII.H. 
19 Sec. VII.I. 
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teams, and visible support from leadership. 
• Prepare the Office’s budget request for the FY 2027-28 administrative budget20. 

How the Committee can measure progress 
My role is to build and operate the Program in a way that gives the Committee assurance 
the Program is well designed, applied in good faith, and works in practice. Activity counts, 
such as training delivered and policies reviewed, will be part of my reporting, but on their 
own they do not show whether the Program works in practice. 
 
I will tie every measure to the three fundamental questions in the DOJ ECCP21. 
 
Question  What I will measure  

Is it well designed? Risk coverage across divisions; whether critical policies are current 

Is it applied earnestly 
and in good faith? 

Whether leaders engage; whether people feel safe speaking up, trended 
through the culture survey; resourcing of the Office 

Does it work in 
practice? 

Quality, consistency, and timeliness of how concerns are handled; impact 
of training on behavior and operations; remediation followed through to 
completion 

 
Within six months, the deliverable will be the measurement system and a set of baselines. 
Trends will follow over the next year, measured against those baselines, and will inform 
the Program’s annual self-assessment22. 
 
Independence and reporting 
The charters protect the Program’s independence by design. I report functionally to this 
Committee, both Boards, and the CEO, and administratively to the Chief Counsel, with 
direct and independent access to the Committee, the Boards, and the CEO, subject to 
the Brown Act and other applicable law23. Each year I will assure the CEO, this 
Committee, and the Boards that the Program is operating independently and without 
interference or conflicts of interest. I will immediately disclose to the CEO, this Committee, 
and the Boards any actual or attempted interference with the Program and any conflict of 
interest24. I raise this because independence is what allows me to bring the Committee 
an uncomfortable finding without hesitation. 
 
The Program Charter also names the CECO as LACERA’s Privacy Officer25. I will review 
current privacy controls during the assessment phase and propose timing for the annual 

 
20 Program Charter, sec. VIII.E. 
21 ECCP pp. 1-2. 
22 Program Charter, sec. VII.L. 
23 Program Charter, sec. III and VI. 
24 Program Charter, sec. V. 
25 Sec. VII.F 
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privacy report that both charters contemplate26. 
 
For continuity, I propose keeping the format of prior reports, a status summary by Program 
activity, so the Committee can track the work across the transition. As the Office is staffed, 
I will propose, for the Committee’s approval, a schedule for phasing in the quarterly 
reports the charters call for, including work plan progress, Program evaluation, policy 
review, vendor and third-party risk, training and communications, reporting channels, and 
Ethics Hotline and investigation summaries27. 
 
What comes next 
At the Committee’s next scheduled ACRE meeting, I expect to report on what I have 
learned in the listening phase, the status of the Office's first hire, and a proposed timeline 
for presenting the risk assessment findings and remediation plan. 
 
Conclusion 
The goal is a Program that is well designed, applied in good faith, and works in practice.  
 
I welcome the Committee's questions and guidance, today and as the work proceeds. 
The work serves LACERA’s mission: To produce, protect, and provide the promised 
benefits to our members. 
 
C:   

Luis A. Lugo 
Jonathan Grabel 
JJ Popowich 
Jessica Baxter 
Ted Granger 
Chaitanya Errande 
Carly Ntoya, Ph.D. 
Leisha Collins 
Jessica Rivas 
Ethics & Compliance Committee 

 
26 ACRE Committee Charter, sec. VII.B.10; Program Charter, sec. VIII.K. 
27 ACRE Committee Charter, sec. VII.B.2.b, 4, 5.a, 6, 7.a, 8, and 9; Program Charter, sec. VIII.D and VIII.G through VIII.I. 
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From foundation to a permanent program

I joined LACERA on November 2 as its inaugural Chief Ethics and Compliance Officer

Our mission: To produce, protect, and provide the promised benefits to our members.

Two years of foundation

Program Charter and ACRE oversight Ethics and Compliance Committee Culture survey and focus groups

2025 risk baseline Code of Ethical Conduct Policy governance process



Building on the program’s foundation
Activity Current state Next priority

Education Message of the Quarter series Training gap analysis and annual plan

Policies Governance structure; three policies in 
review

Policy governance, Non-Retaliation and 
Investigation policies

Risk assessment 2025 baseline; 2026 joint assessment 
underway

Formal assessment cycle

Culture Survey and focus groups Review results with risk findings; 2027 survey

Code of Ethical Conduct Adopted May 2026; roll-out underway Annual training and attestation

Office and people Program Charter structure Hire support; scope Deputy roles

One operating system
Culture informs risk priorities. Risk drives policy. Training and the Code reinforce policy. 
The Office monitors results and reports to this Committee.



A formal risk assessment, 
and a six-month plan built around it

Months 1 to 2: Listen
November to December 2026. 1x1’s, 
the LSC and ECC, understand how 
hotline reports are managed.

Months 3 to 4: Assess
January to February 2027. Kick-off 
formal ethics and compliance risk 
assessment, with Internal Audit.

Months 5 to 6: Roadmap
March to April 2027. The Three-Year 
Roadmap and annual work plan.

Why this order:
• The 2025 baseline completed the first of five steps in the risk cycle.
• The culture work found gaps between our values and daily practice.
• The Program Charter calls for a roadmap and work plan (sec. VIII.C and VIII.D).



What the risk assessment will tell us

Where are exposures already 
managed?
Divisional controls and the enterprise 
risk management work under the 
Strategic Plan.

Where do people face pressure 
or uncertainty?
Everyday decisions in Benefits, 
Investments, and support functions.

Where are the gaps?
Exposures no function owns, policies, 
training, reporting channels, and the 
ability to remediate what we find.

The 2025 baseline named five risks: culture, people management, vendor management, outdated policies and procedures, and 
insufficient training. I will start with my own analysis of that report and the 2026 joint assessment.

The goal is to move from the list of identified risks to finding the exposures LACERA can act on and reduce.



How I’ll work, and how I protect independence

Partner with management
• Legal, as Compliance Counsel
• Internal Audit, on aligned assurance
• Communications, on education
• The Ethics and Compliance Committee

Protect independence
• Direct access to this Committee, both Boards, and the 

CEO (Program Charter, sec. III)
• Annual assurance that the Program operates without 

interference or conflicts, and immediate disclosure of any 
attempt (sec. V)

Independence and collaboration support each other. First-line managers own the risks. My Office helps them 
manage those risks, monitors the controls, and reports to you.



The next time we meet

Report on what I've learned 
in the listening phase.

Update with status on the 
Office's first hires.

Provide a proposed timeline for 
presenting risk assessment findings.

At the next scheduled ACRE meeting, expect for me to:
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FROM:    Kristina Sun  

Interim Principal Internal Auditor 
 
FOR:  November 18, 2026 Audit, Compliance, Risk, and Ethics (ACRE) Committee   
 
SUBJECT:    LACERA GASB 68 Pension and GASB 75 OPEB Trust Reporting Audits – 

Fiscal Year 2025 Results 
 
PURPOSE 
This memorandum presents the results of the audits of LACERA's Fiscal Year (FY) 2025 GASB 
68 Pension and GASB 75 Other Post-Employment Benefits (OPEB) disclosure reports. Plante 
Moran LLC (Plante Moran), LACERA's predecessor external auditor, performed both audits 
along with its FY2025 financial statement audit. Plante Moran issued unmodified (clean) opinions 
on both reports and reported no findings.  
 
GASB Statements 68 and 75 require LACERA's participating employers to report pension and 
OPEB liabilities, expenses, and related deferred amounts in their own financial statements. 
LACERA prepares these schedules to give each employer its share of those amounts. Each 
employer's auditor relies on the audit of the schedules instead of performing separate work at 
LACERA. GASB standards let employers use a measurement date up to one year before their 
fiscal year-end. As a result, the audited FY2025 schedules (as of June 30, 2025) support 
employers' financial statements for the fiscal year ending June 30, 2026. 
 
CliftonLarsonAllen LLP (CLA), LACERA's new external auditor, is auditing GASB 68 and GASB 
75 reports as part of its FY2026 financial statement audit. Those reports will support employers' 
FY2027 financial statements. CLA will present the results at a future ACRE Committee meeting. 
 
FY2025 REPORTING TIMELINE 
The schedules below relate to LACERA’s FY2025 financial information. The related audits are 
completed after fiscal year-end once the financial, actuarial, allocation, and other supporting 
information necessary to prepare and audit the schedules are available.  
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GASB Required Reports 
Period Covered 

in Report 
Audit Report 

Date 

Employer 
Reporting 

Period 

LACERA Schedule of Employer 
Allocations and Schedule of Pension 
Amounts by Employer  
(GASB 68 Pension Disclosure Report) 
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FY2025 AUDIT RESULTS 

GASB Report 
Audits 

Audit Purpose Audit Result 

GASB 68 
Pension 
Reporting 
Audit 

Provides audited 
pension information 
used to support 
participating 
employers’ financial 
reporting. 

Plante Moran issued unmodified (clean) audit 
opinions on the audited schedules. No findings were 
reported. The report includes an emphasis-of-matter 
paragraph regarding certain investments for which 
readily determinable market values were unavailable. 
This paragraph is consistent with prior years and did 
not modify the auditor’s opinions. 

GASB 75 
OPEB Trust 
Reporting 
Audit 

Provides audited 
OPEB information 
used to support 
participating 
employers’ financial 
reporting. 

Plante Moran issued an unmodified (clean) audit 
opinion on the audited schedule. No findings were 
reported. The report includes an emphasis-of-matter 
paragraph clarifying the limited purpose of the OPEB 
schedule. This paragraph is consistent with prior 
years and did not modify the auditor’s opinion. 

CONCLUSION 
Plante Moran issued unmodified opinions on LACERA’s FY2025 GASB 68 pension schedules 
and an unmodified opinion on the FY2025 GASB 75 OPEB schedule, with no findings reported. 
The emphasis-of-matter paragraphs are consistent with prior years and did not modify the 
auditor’s opinions. These results give LACERA’s participating employers and their auditors 
audited information they can rely on for their own pension and OPEB financial reporting. The 
results of the upcoming FY2026 GASB 68 and GASB 75 disclosure report audits will be 
presented by CLA to the ACRE Committee at a future date. 

ATTACHMENTS: 
A. LACERA Schedule of Employer Allocations and Schedule of Pension Amounts by Employer 

(GASB 68 Disclosure Report) Audit as of and for the Year Ended June 30,2025 

B.  LACERA Agent Multiple-Employer Other Post-Employment Benefits Trust Schedule of 
Changes in Fiduciary Net Position by Employer (GASB 75 Disclosure Report) Audit for the 
Fiscal Year Ended June 30, 2025 
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Independent Auditor's Report 

To the Board of Retirement and  
Board of Investments 

Los Angeles County Employees  
Retirement Association 

Opinions 

We have audited the schedule of employer allocations of Los Angeles County Employees Retirement Association 
(LACERA) as of and for the year ended June 30, 2025 and the related notes. We have also audited the total for all 
entities of the columns titled net pension liability, total deferred outflows of resources (excluding contributions made 
subsequent to June 30, 2025), total deferred inflows of resources, and total pension expense (the “specified column 
totals”), included in the accompanying schedule of pension amounts by employer of LACERA as of and for the year 
ended June 30, 2025, and the related notes. 

In our opinion, the accompanying schedules referred to above present fairly, in all material respects, the employer 
allocations and net pension liability, total deferred outflows of resources, total deferred inflows of resources, and 
total pension expense for the total of all participating entities for Los Angeles County Employees Retirement 
Association as of and for the year ended June 30, 2025 in accordance with accounting principles generally accepted 
in the United States of America. 

Basis for Opinions 

We conducted our audit in accordance with auditing standards generally accepted in the United States of America 
(GAAS). Our responsibilities under those standards are further described in the Auditor's Responsibilities for the 
Audit of the Schedules section of our report. We are required to be independent of LACERA and to meet our other 
ethical responsibilities in accordance with the relevant ethical requirements relating to our audit. We believe that 
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions. 

Emphasis of Matter 

As explained in Note 2 to the schedules, the schedules include investments that are part of the calculation of the 
net pension liability, which are valued at $29,100,000,000 (34 percent of net position) at June 30, 2025, whose fair 
values have been estimated by management in the absence of readily determinable market values. Given that 
publicly listed prices are not available, management’s estimates are based on alternative sources of information, 
including audited financial statements, audited interim reports, independent appraisals, and other similar sources 
of information to determine the fair value of investments. Our opinions are not modified with respect to this matter. 

Responsibilities of Management for the Schedules 

Management is responsible for the preparation and fair presentation of the schedules in accordance with accounting 
principles generally accepted in the United States of America, and for the design, implementation, and maintenance 
of internal control relevant to the preparation and fair presentation of the schedules that are free from material 
misstatement, whether due to fraud or error.  



To the Board of Retirement and  
Board of Investments 

Los Angeles County Employees  
Retirement Association 

2 

Auditor's Responsibilities for the Audit of the Schedules 

Our objectives are to obtain reasonable assurance about whether the schedule of employer allocations and the 
specified column totals included in the schedule of pension amounts by employer are free from material 
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinions. Reasonable 
assurance is a high level of assurance but is not absolute assurance and, therefore, is not a guarantee that an audit 
conducted in accordance with GAAS will always detect a material misstatement when it exists. The risk of not 
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may 
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. 
Misstatements are considered material if there is a substantial likelihood that, individually or in the aggregate, they 
would influence the judgment made by a reasonable user based on the schedule of employer allocations and the 
specified column totals included in the schedule of pension amounts by employer. 

In performing an audit in accordance with GAAS we: 

 Exercise professional judgment and maintain professional skepticism throughout the audit. 

 Identify and assess the risks of material misstatement of the schedule of employer allocations and the specified 
column totals included in the schedule of pension amounts by employer, whether due to fraud or error, and 
design and perform audit procedures responsive to those risks. Such procedures include examining, on a test 
basis, evidence regarding the amounts and disclosures in the schedule of employer allocations and the 
specified column totals included in the schedule of pension amounts by employer and the related disclosures. 

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
LACERA’s internal control. Accordingly, no such opinion is expressed. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting 
estimates made by management, as well as evaluate the overall presentation of the schedule of employer 
allocations and the specified column totals included in the schedule of pension amounts by employer. 

We are required to communicate with those charged with governance regarding, among other matters, the planned 
scope and timing of the audit, significant audit findings, and certain internal control-related matters that we identified 
during the audit. 

Other Matter 

We have audited, in accordance with auditing standards generally accepted in the United States of America, the 
financial statements of Los Angeles County Employees Retirement Association as of and for the year ended June 
30, 2025, and our report thereon dated October 15, 2025 expressed an unmodified opinion on the financial 
statements. 

Restriction on Use 

Our report is intended solely for the information and use of LACERA’s management, the retirement board, 
LACERA’s employers, and its auditors and is not intended to be and should not be used by anyone other than these 
specified parties. 

 
March 23, 2026  
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LOS ANGELES COUNTY EMPLOYEES RETIREMENT ASSOCIATION 
Defined Benefit Pension Plan 

Schedule of Employer Allocations 
As of and for the year ended June 30, 2025 

 

Employer
Actual Employer 
Contribution (1)

Employer 
Contribution 
Percentage

Adjusted 
Contribution 
Percentage Employer Proportion

Employer Net Pension 
Liability

Los Angeles County 2,571,141,000$       96.26590% 96.26590% 96.26590% 10,338,671,000$          
Los Angeles County Superior Court 99,510,000             3.72575% 3.72575% 3.72575% 400,134,000                
South Coast Air Quality Management District -                        0.00000% 0.00000% 0.00000% -                              
Los Angeles County Office of Education -                        0.00000% 0.00000% 0.00000% -                              
Local Agency Formation Commission 211,000                 0.00790% 0.00790% 0.00790% 848,000                       
Little Lake Cemetery District 12,000                   0.00045% 0.00045% 0.00045% 48,000                        

Total 2,670,874,000$       100% 100% 100% 10,739,701,000$          

Measurement Date 6/30/2025

 
 

(1) Employer contributions exclude any pickup contributions.  
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
See accompanying Notes to the Schedule of Employer Allocations and Schedule of Pension Amounts by 
Employer. 
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LOS ANGELES COUNTY EMPLOYEES RETIREMENT ASSOCIATION 
Schedule of Pension Amounts by Employer 
As of and for the year ended June 30, 2025 

 

Employer Name  Net Pension Liability 

 Differences 
Between Expected 

and Actual 
Economic 

Experience 
 Changes of 

Assumptions 

 Changes in 
Proportion and 

Differences between 
Employer 

Contributions and 
Proportionate Share 

of Contributions 

 Total Deferred 
Outflows of 
Resources 

 Differences 
Between 

Projected and 
Actual Plan 
Investment 
Earnings 

 Changes of 
Assumptions 

 Changes in 
Proportion and 

Differences 
between 

Employer 
Contributions and 

Proportionate 
Share of 

Contributions 
 Total Deferred 

Inflows of Resources 

 Proportionate 
Share of Allocable 
Pension Expense  

 Net Amortization of 
Deferred Amounts from 
Changes in Proportion 

and Differences between 
Employer Contributions 
and Proportionate Share 

of Contributions 

 Total Pension 
Expense 

Excluding That 
Attributable to 
Employer-Paid 

Member 
Contributions 

Los Angeles County 10,338,671,000$      2,107,922,000$    1,102,522,000$   27,217,000$          3,237,661,000$   1,497,046,000$   153,314,000$    25,309,000$      1,675,669,000$      1,176,374,000$     1,708,000$                   1,178,082,000$    
Los Angeles County Superior Court 400,134,000$          81,582,000$         42,671,000$        25,231,000$          149,484,000$      57,940,000$        5,934,000$        27,198,000$      91,072,000             45,529,000           (1,732,000)                    43,797,000          
South Coast Air Quality Management District -$                       -$                    -$                   -$                      -$                   -$                   -$                  -$                  -                        -                       1,000                           1,000                  
Los Angeles County Office of Education -$                       -$                    -$                   -$                      -$                   -$                   -$                  -$                  -                        -                       -                               -                      
Local Agency Formation Commission 848,000$                173,000$             90,000$              80,000$                343,000$            123,000$            13,000$            18,000$            154,000                 97,000                  21,000                         118,000               
Little Lake Cemetery District 48,000$                  10,000$               5,000$                7,000$                  22,000$              7,000$                1,000$              10,000$            18,000                   5,000                   2,000                           7,000                  
Total for All Employers 10,739,701,000$      2,189,687,000$    1,145,288,000$   52,535,000$          3,387,510,000$   1,555,116,000$   159,262,000$    52,535,000$      1,766,913,000$      1,222,005,000$     -$                             1,222,005,000$    

Deferred Inflows of ResourcesDeferred Outflows of Resources  Pension Expense Excluding That Attributable to Employer-
Paid Member Contributions 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

See accompanying Notes to the Schedule of Employer Allocations and Schedule of Pension Amounts by Employer. 



  

Page 5 of 9 

LOS ANGELES COUNTY EMPLOYEES RETIREMENT ASSOCIATION 
Notes to Schedule of Employer Allocations and  

Schedule of Pension Amounts by Employer 
As of and for the year ended June 30, 2025 

(1) Plan Description 
Los Angeles County Employees Retirement Association (LACERA) administers a cost-sharing multiple-
employer defined benefit pension plan for Los Angeles County and its affiliated Superior Court and 
LACERA, plus four outside districts: Little Lake Cemetery District, Local Agency Formation 
Commission, Los Angeles County Office of Education, and South Coast Air Quality Management 
District. For additional information, please refer to the Annual Comprehensive Financial Report, which 
can be found on LACERA's website at www.LACERA.gov. 
Plan benefits are specified in and provided to members based on the California Constitution, the County 
Employees Retirement Law of 1937 (CERL), the California Public Employees’ Pension Reform Act 
(PEPRA) and the regulations, procedures, and policies adopted by the LACERA Board of Retirement 
and the LACERA Board of Investments. The Los Angeles County (County) Board of Supervisors may 
also adopt resolutions, as permitted by CERL, which may affect the benefits of LACERA members. 
Benefits are provided to members of the plan based on the provisions of PEPRA. 

(2) Basis of Presentation and Significant Accounting Principles 
The Schedule of Employer Allocations and Schedule of Pension Amounts by Employer presents 
amounts that are elements of the financial statements of the plan or of its participating employers. 
Accordingly, they do not purport to be a complete presentation of the financial position or changes in 
financial position of the plan or its participating employers. The accompanying schedules were prepared 
in accordance with the full accrual basis of accounting under accounting principles generally accepted 
in the United States of America. Revenue is recorded when earned, and expenses are recorded when 
a liability is incurred, regardless of the timing of related cash flows. Member and employer contributions 
are recognized in the period in which the contributions are due, pursuant to legal requirements.  Benefits 
and refunds are recognized when due and payable in accordance with the terms of each benefit plan. 
The preparation of these schedules requires management of LACERA to make a number of estimates 
and assumptions relating to the reported amounts. Due to the inherent nature of these estimates, actual 
results could differ from those estimates. 
The plan net position, which is part of the calculation of the net pension liability (per Note (4)), includes 
investments valued at $29,100,000,000 (34 percent of net position) at June 30, 2025, whose fair values 
have been estimated by management in the absence of readily determinable market values. Given that 
publicly listed prices are not available, management uses alternative sources of information, including 
audited financial statements, unaudited interim reports, independent appraisals, and other similar 
sources of information, to determine the fair value of investments.    

 (3) Allocation Methodology 
GASB Statement No. 68, Accounting and Financial Reporting for Pensions, requires participating 
employers in the plan to recognize their proportionate share of the collective net pension liability, 
collective deferred outflows of resources, collective deferred inflows of resources, and collective 
pension expense. The employer allocation percentages presented in the Schedule of Employer 
Allocations and applied to amounts presented in the Schedule of Pension Amounts by Employer are 
based on the ratio of each employer's contribution to the plan's total employer contributions during the 
measurement period July 1, 2024 through June 30, 2025. 

 
 
 

http://www.lacera.gov/
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LOS ANGELES COUNTY EMPLOYEES RETIREMENT ASSOCIATION 
Notes to Schedule of Employer Allocations and  

Schedule of Pension Amounts by Employer 
As of and for the year ended June 30, 2025 

(3) Allocation Methodology (Continued) 
Total contribution per the Schedule of Employer Allocations and per the LACERA audited financial 
statements for the year ended June 30, 2025 is $2,670,874,000. 

(4) Collective Net Pension Liability 
The components of the collective net pension liability of the participating employers at June 30, 2025 
are as follows: 

Total pension liability   $ 96,927,319,000 
Plan fiduciary net position   (86,187,618,000) 
Net pension liability    $10,739,701,000 
 
 

Actuarial Assumptions 
The collective net pension liability for the June 30, 2025 measurement date was determined by an 
actuarial valuation as of June 30, 2024, with updated procedures used to roll forward the total pension 
liability to June 30, 2025. This actuarial valuation used the following actuarial assumptions: 

 Inflation    2.75 percent 
 General wage growth  3.25 percent 
 Projected salary increases 3.66 percent to 12.54 percent 

Projected COLAs Post-retirement benefit increases of either 2.75 percent 
(adjusted to 3.0 percent if appropriate for COLA 
accumulation banks) or 2.0 percent per year are assumed 
for the valuation in accordance with the benefits provided. 
Supplemental Targeted Adjustment for Retirees (STAR) 
benefits are assumed to be substantively automatic at the 
80 percent purchasing power level until the STAR 
Reserve is projected to be insufficient to pay further STAR 
Program benefits. 

Investment rate of return 7.15 percent, compounded annually, net of investment 
expense 

Mortality rates were based on the Pub-2010 mortality tables and included projection for expected future 
mortality improvement using the MP-2021 Ultimate Projection Scale. 
The actuarial assumptions used in the June 30, 2024 valuation were based on the results of an actuarial 
experience study for the period July 1, 2019 - June 30, 2022. 
Long-term Expected Rate of Return 
The long-term expected rate of return on pension plan investments was determined using a building-
block method in which best-estimate ranges of expected future real rates of return (expected return, 
net of investment expenses and inflation) are developed for each major asset class. These ranges are 
combined to produce the long-term expected rate of return by weighting the expected future real rates 
of return by the target asset allocation percentage and by adding expected inflation. The target 
allocation and best estimates of geometric real rates of return for each major asset class are 
summarized in the following table.  The asset class return assumptions are presented on a real basis, 
after the effects of inflation, and all assumptions incorporate a base inflation rate assumption of 2.75 
percent. 
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LOS ANGELES COUNTY EMPLOYEES RETIREMENT ASSOCIATION 
Notes to Schedule of Employer Allocations and  

Schedule of Pension Amounts by Employer 
As of and for the year ended June 30, 2025 

(4) Collective Net Pension Liability (Continued) 
Long-term Expected Rate of Return (Continued) 

Asset Class
Growth 48.0% 6.3%

Global Equity 29.0% 4.6%
Private Equity 17.0% 7.6%
Non-Core Private Real Estate 2.0% 6.1%

Credit 13.0% 3.7%
Real Assets and Inflation Hedges 15.0% 4.1%

Core Private Real Estate 5.0% 3.4%
Natural Resource and Commodities 3.0% 6.3%
Infrastructure 4.0% 5.0%
TIPS 3.0% 1.9%

Risk Reduction & Mitigation 24.0% 1.5%
Investment Grade Bonds 13.0% 2.2%
Diversified Hedge Fund Portfolio 8.0% 3.4%
Long-Term Government Bonds 2.0% 2.2%
Cash Equivalents 1.0% 0.1%

Target Allocation

Weighted Average Long-Term 
Expected Real Rate of Return 

(After Expected 2.75% Inflation 
Rate) (Geometric)

 
 

Single Discount Rate 

The discount rate used to measure the total pension liability was 7.15 percent. This rate reflects the 
long-term assumed rate of return on assets for funding purposes of 7.00 percent, net of all expenses, 
increased by 0.15 percent, gross of administrative expenses.  
The projection of cash flows used to determine the discount rate assumed that contributions from plan 
members will be made at the current member contribution rates and that contributions from employers 
will be made at rates equal to the difference between actuarially determined contribution rates and the 
member rates. Based on those assumptions, the plan's fiduciary net position was projected to be 
sufficient to make all projected future benefit payments of current plan members. Therefore, the long-
term expected rate of return on plan investments was applied to all periods of projected benefit 
payments to determine the total pension liability. 
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LOS ANGELES COUNTY EMPLOYEES RETIREMENT ASSOCIATION 
Notes to Schedule of Employer Allocations and  

Schedule of Pension Amounts by Employer 
As of and for the year ended June 30, 2025 

(4) Collective Net Pension Liability (Continued) 

Sensitivity of the Collective Net Pension Liability to Changes in the Discount Rate 
The following presents the collective net pension liability calculated using a discount rate of 7.15 
percent, as well as what the collective net pension liability would be if it were calculated using a discount  
rate that is 1 percentage point lower (6.15 percent) or 1 percentage point higher (8.15 percent) than 
the current rate: 

 
               1% Decrease     Current Discount      1% Increase     

                     (6.15%)           Rate (7.15%)                 (8.15%)           

Collective net pension liability   $23,511,800,000       $10,739,701,000    $149,964,000 

(5) Collective Deferred Outflows of Resources and Deferred Inflows of Resources 
The following presents a summary of changes in the collective deferred outflows of resources and 
deferred inflows of resources (excluding employer specific amounts) for the year ended June 30, 2025.  
Amounts presented for the difference between projected and actual earnings on pension plan 
investments are presented in the table below on a gross basis, rather than net. 

 
Year of 
Deferral

Amortization 
Period (years)

Beginning of Year 
Balance Additions Deductions End of Year Balance

Deferred Outflow of Resources:

Difference between expected and actual experience 2025 7 -$                    637,744,000$           91,106,000$      546,638,000$         
2024 7 890,929,000         -                          148,488,000      742,441,000           
2023 7 269,873,000         -                          53,974,000        215,899,000           
2022 8 245,013,000         -                          49,002,000        196,011,000           
2021 8 302,782,000         -                          75,696,000        227,086,000           
2020 8 298,110,000         -                          99,369,000        198,741,000           
2019 8 125,745,000         -                          62,874,000        62,871,000            
2018 8 38,641,000          -                          38,641,000        -                        

Subtotal 2,171,093,000      637,744,000             619,150,000      2,189,687,000        

2023 5 75,415,000.00      -                          25,138,000        50,277,000            
2022 5 2,687,593,000      1,343,796,000   1,343,797,000        

Subtotal 2,763,008,000      -                          1,368,934,000   1,394,074,000        

  Changes of assumptions 2023 7 610,954,000         -                          122,191,000      488,763,000           
2020 8 984,788,000         -                          328,263,000      656,525,000           

Subtotal 1,595,742,000      -                          450,454,000      1,145,288,000        

Total Deferred Outflows of Resources 6,529,843,000$    637,744,000$           2,438,538,000$  4,729,049,000$      
Deferred Inflows of Resources

  Changes of assumptions 2024 7 191,114,000$       -$                        31,852,000$      159,262,000$         

2025 5 -                      2,656,616,000          531,323,000      2,125,293,000        
2024 5 1,098,530,000      -                          274,633,000      823,897,000           
2021 5 2,296,588,000      -                          2,296,588,000   -                        

Subtotal 3,395,118,000      2,656,616,000          3,102,544,000   2,949,190,000        

Total Deferred Inflows of Resources 3,586,232,000$    2,656,616,000$        3,134,396,000$  3,108,452,000$      

Difference between projected and actual earnings on 
pension plan investments

Difference between projected and actual earnings on 
pension plan investments
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LOS ANGELES COUNTY EMPLOYEES RETIREMENT ASSOCIATION 
Notes to Schedule of Employer Allocations and  

Schedule of Pension Amounts by Employer 
As of and for the year ended June 30, 2025 

(5) Collective Deferred Outflows of Resources and Deferred Inflows of Resources (Continued) 
 
Amounts reported as deferred outflows of resources and deferred inflows of resources 
(excluding employer specific amounts) related to pensions will be recognized (amortized) in 
pension expense as follows: 

Years Ending June 30 
2026               1,562,087,000 
2027                  155,422,000 
2028                 (297,351,000) 
2029       (98,410,000) 
2030       207,741,000 
Thereafter                    91,108,000 
 Total  $           1,620,597,000 

Changes in Proportion 

The previous amounts do not include employer specific deferred outflows of resources and 
deferred inflows of resources related to changes in proportion. These amounts should be 
recognized (amortized) by each employer over the average of the expected remaining service 
lives of all plan members, which is eight years for the 2022, 2021, 2020, 2019, 2018, 2017, and 
2016 amounts and 7 years for the 2025, 2024, and 2023 amounts. 

(6) Pension Expense 

The components of allocable pension expense for the year ended June 30, 2025 (excluding 
employer specific pension expense for changes in proportion) are as follows: 

 
Service cost $  1,764,476,000 
Interest on the total pension liability 6,587,399,000    
Member contributions (919,148,000) 
Projected earnings of plan investments (5,617,676,000) 
Net miscellaneous income (6,425 ,000) 
Administrative expense 109,237,000 
(Amortization) recognition of deferred outflows and inflows of resources: 

Difference between expected and actual  
experience 

 
619,150,000 

Difference between projected and actual earnings  
on pension plan investments (1,733,610,000) 

Changes of assumptions 418,602,000 
Total $   1,222,005,000 
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Independent Auditor's Report 

To the Board of Retirement and Board of Investments 
Los Angeles County Employees Retirement Association 

Report on the Schedule 

Opinion 

We have audited the fiduciary net position as of June 30, 2025 and the changes in fiduciary net position for the year then 
ended included in the accompanying schedule of changes in fiduciary net position by employer (the "Schedule") of the Agent 
Multiple-Employer Other Post-Employment Benefits Trust of Los Angeles County Employees Retirement Association 
(LACERA) and the related notes. We have also audited the fiduciary net position of the Los Angeles County column as of June 
30, 2025 and the changes in fiduciary net position of the Los Angeles County column for the year then ended included in the 
accompanying Schedule. 

In our opinion, the accompanying Schedule referred to above presents fairly, in all material respects, the fiduciary net position 
of the Agent Multiple-Employer Other Post-Employment Benefits Trust of LACERA as of June 30, 2025 and the changes in 
fiduciary net position for the year then ended in accordance with accounting principles generally accepted in the United States 
of America. Also, in our opinion, the Schedule referred to above presents fairly, in all material respects, the fiduciary net 
position of the Los Angeles County column as of June 30, 2025 and the changes in fiduciary net position of the Los Angeles 
County column for the year then ended in accordance with accounting principles generally accepted in the United States of 
America. 

Basis for Opinion 

We conducted our audit in accordance with auditing standards generally accepted in the United States of America (GAAS). 
Our responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit of the Schedule 
section of our report. We are required to be independent of LACERA and to meet our other ethical responsibilities in 
accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is 
sufficient and appropriate to provide a basis for our audit opinion. 

Emphasis of Matter 

As described in Note B, the Schedule presents only the fiduciary net position and changes in fiduciary net position by employer 
of the Agent Multiple-Employer Other Post-Employment Benefits Trust and does not purport to, and does not, present fairly the 
fiduciary net position of LACERA as a whole or Los Angeles County itself as of June 30, 2025, nor their related changes in 
fiduciary net position for the year then ended, in accordance with accounting principles generally accepted in the United States 
of America. Our opinion is not modified with respect to this matter. 

Responsibilities of Management for the Schedule 

Management is responsible for the preparation and fair presentation of the Schedule in accordance with accounting principles 
generally accepted in the United States of America and for the design, implementation, and maintenance of internal control 
relevant to the preparation and fair presentation of the Schedule that is free from material misstatement, whether due to fraud 
or error. 

Auditor’s Responsibilities for the Audit of the Schedule 

Our objectives are to obtain reasonable assurance about whether the fiduciary net position and changes in fiduciary net 
position included in the Schedule as a whole is free from material misstatement, whether due to fraud or error, and to issue an 
auditor's report that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance 
and, therefore, is not a guarantee that an audit conducted in accordance with GAAS will always detect a material misstatement 
when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, 
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. 
Misstatements are considered material if there is a substantial likelihood that, individually or in the aggregate, they would 
influence the judgment made by a reasonable user based on the Schedule. 
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To the Board of Retirement and Board of Investments 
Los Angeles County Employees Retirement Association 

In performing an audit in accordance with GAAS, we: 

• Exercise professional judgment and maintain professional skepticism throughout the audit. 

• Identify and assess the risks of material misstatement of the Schedule, whether due to fraud or error, and design and 
perform audit procedures responsive to those risks. Such procedures include examining, on a test basis, evidence 
regarding the amounts and disclosures in the Schedule. 

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in 
the circumstances but not for the purpose of expressing an opinion on the effectiveness of LACERA's internal control. 
Accordingly, no such opinion is expressed. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made 
by management, as well as evaluate the overall presentation of the Schedule. 

We are required to communicate with those charged with governance regarding, among other matters, the planned scope and 
timing of the audit, significant audit findings, and certain internal control-related matters that we identified during the audit. 

Supplementary Information 

Our audit of the financial statements of LACERA was conducted for the purpose of forming an opinion on the financial 
statements as a whole. The individual employer information presented in the Superior Court and LACERA columns of the 
accompanying Schedule is presented for the purpose of additional analysis and is not a required part of the financial 
statements. These two individual employer columns are the responsibility of management and were derived from and relate 
directly to the underlying accounting and other records used to prepare the financial statements. The Superior Court and 
LACERA columns have been subjected to the auditing procedures applied in the audit of the financial statements and certain 
additional procedures, including comparing and reconciling such information directly to the underlying accounting and other 
records used to prepare the financial statements, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America. In our opinion, the individual employer information presented in the 
Superior Court and LACERA columns of the accompanying Schedule is stated fairly, in all material respects, in relation to the 
financial statements of LACERA as a whole. We do not express an opinion on the fiduciary net position or changes in fiduciary 
net position of each individual employer other than the county, as noted above. 

Other Matter 

We have audited, in accordance with auditing standards generally accepted in the United States of America, the financial 
statements of LACERA as of and for the year ended June 30, 2025, and our report thereon dated October 15, 2025 expressed 
an unmodified opinion on those financial statements. The Agent Multiple-Employer Other Post-Employment Benefits Trust is 
reported as a fund of LACERA. 

Additional Information 

Management is responsible for the introductory section, which is presented for the purpose of additional analysis and is not a 
required part of the Schedule. Our opinion on the Schedule does not cover such information, and we do not express an opinion 
or any form of assurance thereon. 

Restriction on Use 

Our report is intended solely for the information and use of management, the board of retirement, the board of investments, 
LACERA employers, and their auditors and is not intended to be, and should not be, used by anyone other than these 
specified parties. 

December 8, 2025 
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Introduction 

The Los Angeles County Employees Retirement Association (LACERA) administers the Los Angeles 
County Retiree Healthcare Benefits Program (RHCBP), also known as the Other Post-Employment 
Benefits (OPEB) Program. This program supports eligible retired members and eligible dependents or 
survivors of LACERA members, who were employed by Los Angeles County (County), Los Angeles 
County Superior Court (Court), LACERA, or a participating outside district1. 

LACERA also administers the OPEB Trusts on behalf of the County, Court, and LACERA (Employers) 
for the purpose of providing a pre-funding vehicle for each Employers’ OPEB liabilities. Since July 1, 
2018, the OPEB Program operates as an agent multiple-employer plan to track and allocate post-
employment healthcare liabilities and ongoing program costs by Employer. 

In accordance with Governmental Accounting Standards Board Statement No. 75 (GASB Statement 
No. 75), employers must recognize and report their specific OPEB amounts, including Net OPEB 
Liability (NOL), deferred outflows/inflows of resources, and OPEB expenses. LACERA, working with 
its consulting actuary, Milliman, provides this information to participating Employers upon request. 

The accompanying Schedule of Changes in Fiduciary Net Position by Employer includes the 
additions and deductions made to each Employer’s OPEB Trust Fund as well as the beginning and 
ending Fiduciary Net Position for each Employer. The Total OPEB Liability (TOL) is reduced by the 
Fiduciary Net Position (FNP) or “net assets” to determine the Employers’ Net OPEB Liability (NOL). 

LACERA’s external auditor, Baker Tilly, has also completed the System and Organizational Controls 1 
(SOC-1 Type 2) audit for the period July 1, 2024 to June 30, 2025. This audit examines transactions 
processed by LACERA (service organization) and the suitability of the design and operating 
effectiveness of controls relevant to Employers’ (user organizations) internal control over financial 
reporting. The SOC-1 Type 2 audit report is required by GASB Statement No. 75 to provide user 
organizations assurance to report the NOL as provided by the service organization within the user 
organizations’ financial statements. 

1Participating outside districts include: Local Agency Formation Commission for Los Angeles County (LAFCO), Los 
Angeles County Office of Education (LACOE), Little Lake Cemetery District (LLCD), and South Coast Air Quality 
Management District (SCAQMD). 
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Schedule of Changes in Fiduciary Net Position by Employer — OPEB Trust 
For the Fiscal Year Ended June 30, 2025 
(Dollars in Thousands) 

Los Angeles Superior 
County Court LACERA Total 

Additions 

Employer Contributions $1,404,609 $47,616 $7,835 $1,460,060 

Net Investment and Miscellaneous Income Gain 459,199 9,885 2,567 471,651 

Total Additions $1,863,808 $57,501 $10,402 $1,931,711 

Deductions 
Service Benefits $833,379 $36,616 $2,680 $872,675 

Administrative Expenses 685 172 43 900 

Total Deductions $834,064 $36,788 $2,723 $873,575 

Net Increase in Fiduciary Net Position $1,029,744 $20,713 $7,679 $1,058,136 

Fiduciary Net Position Restricted for Benefits 

Beginning of Year 3,870,832 85,330 21,709 3,977,871 

End of Year $4,900,576 $106,043 $29,388 $5,036,007 

The accompanying Notes are an integral part of this schedule. 
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NOTE A — Plan Description 

The County OPEB Trust and the Court OPEB Trust for the Retiree Healthcare Benefits Program are 
qualified OPEB plans under Governmental Accounting Standards Board (GASB) Statements No. 74 
and 75. To qualify, these plans must meet the following criteria: 

• Contributions from employers and non-employer contributing entities to the OPEB plan and 
earnings on those contributions are irrevocable. 

• OPEB plan assets are dedicated to providing OPEB to plan members in accordance with the 
benefit terms. 

• OPEB plan assets are legally protected from the creditors of employers, non-employer 
contributing entities, and the OPEB plan administrator. If the plan is a defined benefit OPEB 
plan, plan assets also are legally protected from creditors of the plan members. 

Establishment of the County OPEB Trust 
Under California Government Code Sections 31694.3 and 31694.4, the County established an 
irrevocable, tax exempt OPEB Trust for the purpose of holding and investing assets to pre-fund the 
Retiree Healthcare Benefits Program liabilities, which LACERA administers. In May 2012, the County 
Board of Supervisors approved a Trust and Investment Services Agreement with the LACERA Board 
of Investments to serve as trustee and investment services manager. 

Establishing and funding this OPEB Trust helps the County offset the unfunded OPEB liability from 
the existing “pay-as-you-go” model of funding post-employment benefits to a prefunding model. The 
County OPEB Trust and agent reporting method does not modify the participating Employers’ existing 
benefits structure and programs. 

The County OPEB Trust serves as a funding tool for the County and LACERA to hold and invest 
assets used to pay OPEB expenses including medical, dental, and vision insurance premiums, 
Medicare Part B reimbursements, and retiree death/burial benefits administered by the Retiree 
Healthcare Benefits Program. The participating Employers, Los Angeles County and LACERA, will be 
responsible for and have discretion over OPEB Trust funding and in applying those assets restricted 
for paying OPEB benefits as defined in the Trust Agreement. 

Establishment of the Court OPEB Trust 
Following the County’s action, the Los Angeles County Superior Court established an irrevocable, tax 
exempt OPEB Trust for the purpose of holding and investing assets to prefund the Retiree Healthcare 
Benefits Program, which LACERA administers for the Court retirees. In April 2016, the Judicial 
Council of California approved the Court’s request to establish a qualified irrevocable Trust, as well as 
engage LACERA’s Board of Investments as trustee and investment services manager. 

In May 2016, to conform the language of the County OPEB Trust agreement to the language of the 
Court’s OPEB Trust agreement, the Board of Supervisors approved the First Amendment to the Trust 
and Investment Services Agreement for the County of Los Angeles OPEB Program between the 
County and LACERA. This amendment permits the pooling of County and Court OPEB Trust assets 
solely for investment purposes and updates the fiduciary duty provisions due to the addition of the 
Court’s OPEB Trust agreement. Although the County and Court OPEB Trust assets are pooled for 
investment purposes, separate accounts are maintained for each employer. 
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In June 2016, similar to the County, the Court entered into a Trust and Investment Services 
Agreement with the LACERA Board of Investments to serve as trustee and investment services 
manager. The Court has approved a new OPEB funding policy effective September 12, 2025. 

OPEB Master Trust 
In July 2016, the LACERA Board of Investments adopted the OPEB Master Trust Declaration and 
unitized fund structure for OPEB Trust investments. As trustee of the separate OPEB Trusts 
established by the County and the Court, the Board of Investments has sole and exclusive authority, 
control over, and responsibility for directing the investment and management of the Master Trust 
assets which includes assets held in both OPEB Trusts. This investment pool is referred to as the 
“OPEB Master Trust” or “OPEB Trust” throughout LACERA’s financial statements and note 
disclosures. 

The OPEB Master Trust establishes a unitized fund structure which allows for shared economic 
benefits and leveraged investment opportunities for greater asset diversification. Unitization also 
enables Trust participants to pool assets and resources while retaining total fund and functional 
category values and reporting for each participant. The Board of Investments adopted an investment 
policy statement with a strategic asset allocation that aims to maximize long-term growth and meet 
current and long-term obligations. The Board reviews the asset allocation every three to five years or 
at the Board’s discretion to align portfolio investments with anticipated risks and opportunities. 

NOTE B — Summary of Significant Accounting Policies 

Basis of Accounting, Basis of Presentation and Measurement Focus 
The accompanying Schedule of Changes in Fiduciary Net Position by Employer — OPEB Trust 
(Schedule) was prepared in accordance with U.S. Generally Accepted Accounting Principles (U. S. 
GAAP) for governmental organizations. In doing so, LACERA adheres to the financial statement 
reporting requirements established by the Governmental Accounting Standards Board (GASB). 

Due to the nature of the relationship between LACERA and the County and pursuant to GASB 
Statement Number 84, Fiduciary Activities, the LACERA Other Post-Employment Benefit (OPEB) 
Trust Fund is considered a fiduciary component unit of Los Angeles County and is reported in the 
County’s financial statements as fiduciary funds, due to the Trust Funds’ reliance on County funding 
and their operations primarily benefiting the County. 

The OPEB Trust follows the economic resources measurement focus and the accrual basis of 
accounting. Contributions are voluntarily determined by each Employers’ funding schedule with no 
long-term contracts established for contributions to LACERA. As such, contributions are elective and 
not required. Due to the discretionary nature of prefunding and in alignment with the agent structure 
that attributes assets and liabilities to individual employers, LACERA recognizes employer 
contributions when received by June 30, the end of the fiscal year. In addition, inflows of employer 
contributions and outflows of pay-as-you-go OPEB benefits that are paid through the OPEB Custodial 
Fund are included in LACERA’s financial statements. 

Investment Income and Expense Allocation 
Net investment income represents realized and unrealized gains and losses based on the fair value of 
investments, interest, and dividends, net of investment expenses. LACERA allocates investment 
income/loss to each Employer monthly based on the Employers’ ownership percentage, using the 
average daily net asset value (NAV) provided by the custodian bank. The recognition of investment 
income/loss is also affected by the timing of contributions and redemptions. 
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The County Employees Retirement Law of 1937 (CERL) allows the Post-Employment Benefits Trust 
Account to pay the reasonable costs related to investment expenses and administration of the Post-
Employment Benefits Trust Account to the extent permitted by federal tax law. Before the beginning of 
the fiscal year, these expenses are estimated in an annual budget, which is approved jointly by 
LACERA’s two governing Boards. 

During the fiscal year, participating Employers are charged investment management and 
administrative expenses, which fund all costs to administer the OPEB Trust. Investment expenses are 
charged against the investment earnings of the OPEB Trust and allocated to each Employer in 
proportion to their average daily net asset value (NAV). Administrative expenses are charged to each 
Employer consistent with the annual budget. Actual expenses are reconciled and reported to the 
Employers subsequent to fiscal year end. 

Redemptions are rare but can be made at each employer’s discretion to fund the OPEB Program 
pay-as-you-go benefits or for investment management and administrative expenses incurred by the 
OPEB Trust. 

Valuation of Investments 
OPEB Program investments are presented at fair value. Certain investments held by LACERA are 
valued at net asset value (NAV) per share when fair value is not readily available, provided that the 
NAV is calculated and used as a practical expedient to estimate fair value in accordance with GAAP. 
The OPEB Trust invests in equity, fixed income, and real estate. These funds are valued at the NAV 
of units held at the end of the period based upon the fair value of the underlying investments. 

Use of Estimates in the Preparation of the Schedule 
The preparation of the Schedule to conform with U.S. GAAP requires management to make estimates 
and assumptions that affect the reported amounts of additions and deductions during the reporting 
period. Actual results may differ from these estimates. 

Relationship of the Schedule to LACERA’s Financial Statements 
The Schedule was reconciled to the Statement of Changes in Fiduciary Net Position in LACERA’s 
Annual Comprehensive Financial Report (ACFR) for the fiscal year ended June 30, 2025. This 
Schedule presents only the Statement of Changes in Fiduciary Net Position by Employer related to 
the OPEB Trust at LACERA. It does not nor is it intended to represent LACERA as a whole. 

NOTE C — Subsequent Events 

Management has evaluated subsequent events as of the date of issuance of this Schedule, and 
determined there are none to report. 

NOTE D — Additional Financial Information 

Additional financial information is located within LACERA’s ACFR for the fiscal year ended June 30, 
2025, which can be found on LACERA’s website (lacera.gov/accountability/annual-reports). 
Questions concerning any of the information provided in this report or requests for additional 
information should be addressed via email to the Chief Financial Officer, Theodore Granger, at 
tgranger@lacera.gov. 
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Debbie Martin (BOI), Chair 
Nicole Mi (BOI), Vice Chair 
Aleen Langton (BOR), Secretary 
Trevor Fay (BOI), Trustee 
Bobbie Fesler (BOR), Trustee 
Shawn R. Kehoe (BOR), Trustee 
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ACRE Committee Consultant 

 Larry Jensen 

 

FROM:    Leisha E. Collins  
Chief Audit Executive 

 
FOR:  November 18, 2026  Audit, Compliance, Risk, and Ethics (ACRE) Committee   
 
SUBJECT:    Ethics Hotline Status Report  
 
 
BACKGROUND 
LACERA is committed to upholding its values, advocating ethical behavior, and acting in 
compliance with applicable laws, regulations, policies, procedures, and LACERA’s Code of 
Ethical Conduct. To support this commitment, LACERA maintains a confidential and anonymous 
Ethics Hotline and a strict policy of non-retaliation when reporting questionable behavior.  
 
The ACRE Charter, Section VII.B.9.b., states that the Committee reviews a summary of 
LACERA's Ethics Hotline Reports. Accordingly, the purpose of this memorandum is to provide 
the Committee with an update on cases reported to LACERA through the Ethics Hotline. Please 
refer to the table on page 2. 
 



 
Ethics Hotline Status Report 
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ETHICS HOTLINE STATUS REPORT  
We have received one new case since the August 11, 2026 report and closed four. The 
following report provides a summary of cases as of November 10, 2026:   
 

# 
Case 

Month 
Incident 
Category 

Source Issue 
Assign 

To 
Status 

Control 
Deficiency 

26 
Nov 
2025 

Conflict of 
Interest 

Hotline 
Website 

Conflict of 
Interest – 

Allegation of 
unfair vendor 

selection 

Legal Closed 
No Control 

Deficiencies 

27 
Jan 

2026 

Discrimination 
or 

Harassment 

Hotline 
Website 

Accusation of 
unfair treatment 

of staff 
HR/IA Closed 

Audit 
conducted 
to assess 
process 
controls 

29 
April 
2026 

Discrimination 
or 

Harassment 

Hotline 
Website 

Accusation of 
unfair treatment 

of staff 
External 

Investigation 
in Progress 

N/A 

31 
July 
2026 

Not LACERA-
Related 

Hotline 
Website 

Not LACERA-
Related 

Legal Closed 
No Control 

Deficiencies 

32 
July 
2026 

Contract-
Vendor 

Relations 

Hotline 
Website 

Employee 
business 

solicitation 
during training 

session 

IA Closed 
No Control 

Deficiencies 

33 
Aug 
2026 

Retaliation 
Hotline 
Website 

Accusation of 
unfair treatment 
and retaliation 

External 
Investigation 
In Progress 

N/A 

 
Internal Audit has not identified any matters of fraud in any of our recent or current audit and 
consulting work. Staff will continue to provide updates to the Committee on future reports.  
 
With the hiring of the Chief Ethics Compliance Officer (CECO), responsibility for administering 
and reporting on the Ethics Hotline will transition to the CECO in early 2027.  
 
 
 



  

 
 
 
 
 
 
 
 
 

 
Documents not attached are exempt from 

disclosure under the California Public 
Records Act and other legal authority.   

 
 
 

For further information, contact: 
LACERA 

Attention:  Public Records Act Requests 
300 N. Lake Ave., Suite 620 

Pasadena, CA 91101 
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LACERA 

Attention:  Public Records Act Requests 
300 N. Lake Ave., Suite 620 

Pasadena, CA 91101 
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