
 
 

  
An opportunity for the public to address the Board or Committee about any item on today’s agenda for which there has been no previous 
opportunity for public comment will be provided before or during consideration of the item. Members of the public who wish to speak on any 
item on today’s agenda are requested to complete a speaker card for each item they wish to address, and present the completed card(s) to 
the commission executive assistant. Speaker cards are available at the commission executive assistant’s desk.  
 
In compliance with Government Code Section 54957.5, non-exempt writings that are distributed to a majority or all of the Board or 
applicable Committee of the Board in advance of their meetings may be viewed at the office of the Los Angeles Fire and Police Pension 
System (LAFPP), located at 360 East 2nd Street, 4th Floor, Los Angeles, California 90012, or by clicking on LAFPP’s website at 
www.lafpp.com, or at the scheduled meeting. Non-exempt writings that are distributed to the Board or Committee at a scheduled meeting 
may be viewed at that meeting. In addition, if you would like a copy of any record related to an item on the agenda, please contact the 
commission executive assistant, at (213) 978-4555 or by e-mail at barbara.nobregas@lafpp.com. 
 
Sign language interpreters, communication access real-time transcription, assistive listening devices, or other auxiliary aids and/or services 
may be provided upon request. To ensure availability, you are advised to make your request at least 72 hours prior to the meeting you wish 
to attend. Due to difficulties in securing sign language interpreters, five or more business days notice is strongly recommended. For 
additional information, please contact the Department of Fire and Police Pensions, (213) 978-4545 voice or (213) 978-4455 TDD. 
 
A. ITEMS FOR BOARD ACTION 
 

1. APPROVAL OF AMENDMENT TO BOARD POLICY 3.3.1 AND POSSIBLE BOARD 
ACTION 
 

2. APPROVAL OF TRAVEL AUTHORITY (PLEITEZ) INITIATIVE FOR RESPONSIBLE 
INVESTMENT, TRUSTEE LEADERSHIP FORUM FOR RETIREMENT SECURITY 

 
3. APPROVAL OF TRAVEL AUTHORITY (SALAZAR) – IFEBP, WHARTON SCHOOL- 

PORTFOLIO CONCEPTS AND MANAGEMENT 
 
4. AUTHORIZATION TO ISSUE A REQUEST FOR PROPOSAL FOR PENSION 

ADMINISTRATION SYSTEM SOFTWARE 
 

5. DISCUSSION OF FINALIST CANDIDATES FOR THE COMMODITIES ACTIVE 
EQUITY MANAGER SEARCH AND POSSIBLE BOARD ACTION 
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6. DISCUSSION OF FINALIST CANDIDATES FOR THE UNCONSTRAINED FIXED 
INCOME MANAGER SEARCH AND POSSIBLE BOARD ACTION 

 
B. REPORTS TO THE BOARD 
 

1. PRESENTATION BY MACKAY SHIELDS L.L.C. HIGH YIELD FIXED INCOME 
MANAGER 

 
2. REVIEW OF 2014 PRIVATE EQUITY AND COMMODITIES INVESTMENT ACTIVITY 

BY PORTFOLIO ADVISORS, LLC 
 
3. BOARD EDUCATION SESSION - OVERVIEW OF TRAVEL POLICY AND 

REIMBURSEMENT PROCESS 
 

4. Has any Board Member made any expenditure to influence State legislative or 
administrative action?  

 
5. Miscellaneous correspondence from money managers, consultants, etc. – Received 

and Filed.  
 
6. General Manager’s Report 
 

a. Benefits Actions approved by General Manager on April 17, 2014 
 
b. Other business relating to Department operations 
 

7.  City Attorney’s Report 
 
C. COMMITTEE REPORTS 
  

1. Audit Committee – Last met: 02/20/14; next meeting: 07/17/14 
 
2. Benefits Committee – Last met: 12/05/13; next meeting: 05/15/14 
 
3. Governance Committee – Last met: 03/20/14; next meeting: 06/19/14 
 
4. Ad Hoc Emerging Investment Managers – Last met: 02/06/14; next meeting: TBD 
 
5.  Ad Hoc Managers Fees Committee – Last met: 04/30/13; next meeting: TBD 
 

D. CONSENT ITEMS 
 

1. Findings of Fact – Justin Cherry – Tier 5 
  

E.  CONSIDERATION OF FUTURE AGENDA ITEMS 
 
F. GENERAL PUBLIC COMMENT ON MATTERS WITHIN THE BOARD’S JURISDICTION 
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G. DISABILITY CASES  
 
Alternative 2 
 
Sarah S. Eilers, surviving spouse of Police Officer II Chris Eilers. Ms. Eilers will be 
represented by Thomas J. Wicke, Esq. of Lewis, Marenstein, Wicke, Sherwin and Lee. 

 
H. CLOSED SESSION ITEMS FOR POSSIBLE BOARD ACTION  
 

1. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54956.81 TO 
CONSIDER THE PURCHASE OF TWO (2) PARTICULAR, SPECIFIC 
INVESTMENTS AND POSSIBLE BOARD ACTION 

 
2. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54956.8 TO 

CONFER WITH REAL PROPERTY NEGOTIATOR; Properties: 315 S. Hewitt Street 
and 713 E. 3rd Street; Negotiators: David Weiner, Martin Cawley, Tom Lopez, Erika 
Tiedge; Negotiating parties: Sentinel Real Estate Corporation and LAFPP; Under 
negotiation: Instruction to negotiator will concern price 

 
3. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54956.9(b)(1) 

TO CONFER WITH LEGAL COUNSEL REGARDING PENDING LITIGATION 
REGARDING CHARLES E. HILL 

 
 
 
 
 



 

 

 
DEPARTMENT OF FIRE AND POLICE PENSIONS 

360 East Second Street, Suite 400 
Los Angeles, CA 90012 

(213) 978-4545 
 
 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 
MAY 1,2014 ITEM:  A.1  
 
FROM: Raymond P. Ciranna, General Manager 
 
SUBJECT: APPROVAL OF AMENDMENT TO BOARD POLICY 3.3.1 AND POSSIBLE 

BOARD ACTION 
 
RECOMMENDATION 
 
That the Board adopt the attached revised Board Policy 3.3.1. 
 
DISCUSSION 
 
The Active Member Services Section administers Administrative Code Sec. 4.2204, which 
addresses the establishment of domestic partnerships.  The establishment of a domestic 
partnership is dependent upon the filing of a Declaration of Domestic Partnership with the Board 
of Fire and Police Pension Commissioners.  This filing establishes the effective date of the 
domestic partnership which, if not made in a timely manner, can affect the domestic partner’s 
eligibility for survivor benefits. 
 
The Board has previously considered and approved member requests to change a domestic 
partnership effective date in order to qualify a domestic partner for survivor benefits.  The requests 
are normally accompanied with:  proof of a previous filing of an Affidavit of Domestic Partnership 
with the City of Los Angeles, Personnel Department, Employee Benefits Office (EBO); 
documentation supporting the existence of the relationship; and, a statement indicating the 
member’s reason for failing to file the Declaration with us.  Typically, the explanation involves 
member confusion surrounding the use of different forms within the City.  
 
In order to process these requests more expeditiously and to better serve active and retired 
members, the Board, on November 15, 2012, adopted Board Policy 3.3.1 under which the Board 
delegated the authority to the General Manager to adjust the effective date of a Declaration of 
Domestic Partnership.  If the request met the criteria of Board Policy 3.3.1, the General Manager 
was given the authority to use the date that a member filed an Affidavit of Domestic Partnership 
with the EBO. 
 
Staff consulted with the City Attorney and the proposed Board Policy amendment is intended to 
streamline the process. The revised policy will no longer require a review by the City Attorney.  In 
order for LAFPP to adjust the effective date of a Declaration of Domestic Partnership, the 
following criteria will need to be met: 
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1. The Member completes LAFPP’s Declaration of Domestic Partnership prior to his/her 
retirement effective date or DROP entry date; and, 

 
2. The Member makes a written request to accept EBO’s filing date as the effective date of 

the Domestic Partnership; and, 
 

3. Staff has verified with the EBO the following: a) the date that the parties filed an Affidavit of 
Domestic Partnership with the EBO; b) the fact that this partnership has not been 
terminated subsequent to the filing date. 

 
 
BUDGET 
 
There are no costs associated with this revised Board Policy. 
 
POLICY  
 
If approved, the revised Section 3.3.1 will streamline the current process and continue to allow the 
General Manger to adjust the domestic partnership effective date, in specific circumstances.  The 
Board may still need to consider the less routine cases. 
 
This report was prepared by:  
 
Gregory Mack, Manager 
Communications & Active Members Services Section 
 
RPC:JS:RLW:GM 
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  Pension Processing 
 

Los Angeles Fire & Police Pension System 
 

3.0 - PENSION PROCESSING 
 
 

APPLICATIONS AND DOCUMENTATION 
 

3.1 All pension applications shall be filed in writing on forms prescribed by the Department of 
Fire and Police Pensions. Applicants shall be responsible for furnishing all required 
documents needed to process and verify pension eligibility.  Pensioners, surviving 
spouses and legally appointed guardians/conservators of pension beneficiaries shall be 
responsible for notifying the Department of Fire and Police Pensions of any change of 
status which affects pension eligibility.  Failure to provide required documentation or 
cooperate with processing requirements shall be the basis for denial of an application or 
suspension of pension payments. 

 
DEFERRED RETIREMENT OPTION PLAN (DROP) 
 
3.2 CREDITING OF INTEREST 
 

DROP accounts shall earn interest in the amount of 5%, compounded annually (i.e., 
compounding after 12 DROP payments have been deposited in the member’s account).  
Interest will be calculated each month using a monthly factor of 0.004167 (1/12 of 5%), 
applied to the prior end of month inception-to-date deposits balance. Interest will be 
credited to member accounts semi-annually on June 30 and December 31. For 
members exiting DROP between the semi-annual interest-crediting dates, the account 
shall be credited with the monthly interest earned as of the exit date. 

 
3.2.1 ACTIVE DUTY STATUS 
 

Effective November 1, 2008, in addition to the age and/or service requirements to enter 
DROP, a member must also be on active duty status on the DROP entry date.  For 
purposes of this provision active duty status shall include members working on light-duty 
status, but exclude members on sick, vacation, injured-on-duty, administrative leave, 
and all other types of non-working status.   

 
A. The City Administrative Officer has been authorized to classify payroll codes as 

“active” or “not active” for the purposes of DROP. 
 

B. At least one of the prescribed active duty payroll codes must be recorded on a 
member’s timesheet on their DROP entry date. 

 
C. Verification of active duty status shall be made using the City’s payroll system 

(PaySR) at the time of entry. 
 
D. In the event a member elects a DROP entry date and is not on active duty status 

on the DROP entry date as defined above, the member’s DROP entry date will 
automatically be advanced to the next qualifying entry date. The revised entry 
date will not be subject to further adjustment by the member.  The DROP 
Program Administrator shall notify the member of the approved DROP entry date 
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in writing. 
 

3.2.2 REVOCATION OF DROP ENROLLMENT 
 
Members may apply to enter DROP no earlier than 30 days prior to their intended DROP 
entry effective date. A member may revoke participation in DROP by submitting a DROP 
Revocation Notice (hereafter, “the Notice”) in-person or by facsimile no later than the 
day prior to the DROP entry effective date. The Notice must be received before the close 
of business at 5:00 p.m., or if faxed, by 11:59 p.m. The effective date of revocation shall 
be established upon receipt of the Notice and signature thereupon by LAFPP 
administrative staff.  The member is responsible for confirming timely receipt by LAFPP. 
If the member does not revoke his/her application for DROP as specified above, the 
DROP agreement will become final and binding, and thereafter be irrevocable. 
 

3.2.3  DISTRIBUTION OF DROP ACCOUNT 
 
A member shall receive a distribution of the funds in his/her DROP account as either: (a) 
a lump sum cash payment, (b) a direct rollover to a qualified plan, or (c) a combination 
lump sum payment and direct rollover to a qualified plan.  Members may not leave a 
portion of their DROP account on deposit with LAFPP. 
 
The DROP Distribution Election Form must be completed and returned to LAFPP no 
later than 90 days following the member’s DROP exit date; otherwise, the member will 
receive distribution as a single lump sum taxable cash payment.  A member may directly 
rollover the taxable portion of his/her DROP distribution to only one eligible financial 
institution.  Members may not rollover any non-taxable DROP funds unless they also 
rollover all of their taxable DROP funds.  A member may directly rollover the non-taxable 
portion of his/her DROP distribution to only one eligible financial institution. 
 
For members exiting DROP on or after January 1, 2014 who complete and return the 
DROP Distribution Form no later than 90 days following the member’s DROP exit date, 
the member may recover his/her pre-1987 after-tax basis entirely from the lump sum 
DROP distribution.  Any post-1986 after-tax basis will be allocated pro-rata between the 
lump sum DROP distribution and the member’s ongoing monthly pension annuity.  
(Section added 12/19/2013) 

  
AUTHORITY OF BOARD AND GENERAL MANAGER 
 
3.3 The General Manager shall present to the Board all eligible pension applications.  The 

Board as a ministerial act shall approve all properly qualified service pension and 
surviving spouse applications. On August 7, 2003 the Board adopted Resolution 04008 
delegating authority to the General Manager to perform this function. The General 
Manager’s actions are reported to the Board at the next subsequent Board meeting. The 
General Manager shall adopt procedures for the submission, verification and withdrawal 
of applications and shall determine whether applicants meet the qualifications specified 
in the Charter and Administrative Code. 

 
3.3.1 On November 15, 2012, theThe Board has delegated authority to the General Manager to 

adjust the effective date of a Declaration of Domestic Partnership, provided the following 
criteria are met: 
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 A. The Member completes LAFPP’s Declaration of Domestic Partnership prior to 
his/her retirement effective date or DROP entry date; and, Staff has verified with 
the Personnel Department, Employee Benefits Office (EBO) the following: a) the 
date that the parties filed an Affidavit of Domestic Partnership with the EBO; b) the 
fact that this partnership has not been terminated subsequent to the filing date; 
and, 

 
 B. The Member makes a written request to accept the filing date with the Personnel 

Department, Employee Benefits Office’s (EBO) as the effective date of the 
Domestic Partnership; and, The Member has provided an explanation that the 
General Manager determines is sufficient to explain his/her failure to file earlier 
with the Plan. 

 
 C. Staff has verified with the Personnel Department, Employee Benefits Office (EBO) 

the following: a) the date that the parties filed an Affidavit of Domestic Partnership 
with the EBO; b) the fact that this partnership has not been terminated subsequent 
to the filing date; and,.Staff consults with the City Attorney’s Office and staff’s 
recommendation is consistent with the advice of that office. 

 
If the General Manager determines that any of the above criteria is not met, then the 
matter will be referred to the Board along with staff’s analysis and recommendation. 
(Section added 11/15/2012, Revised 5/1/2014)   

 
DISABILITY APPLICATION PROCESS 
 
3.4 The Board shall conduct hearings on disability pension applications. Active Members 

have the option of having their hearing conducted in open or closed session, either of 
which must be specifically requested in writing by the applicant/attorney. Should no 
completed election form be received by staff, the hearing will be continued until such 
election form is received. During Closed Session hearings, all witnesses would be 
excused from the room until their testimony is needed. Also, family members, the public 
and non-essential Staff would be prohibited from attending. Open sessions will be open 
to all members of the general public. In order to expedite the hearing process, the Board 
may appoint a hearing examiner to conduct preliminary hearings as it deems necessary. 
The applicant has the burden of proof as to the existence of disability. 

  
 A. The General Manager shall provide all relevant evidence and records, including 

doctor reports that the Board requires for the hearing process, and shall make a 
written recommendation to the Board on whether applicants should be granted or 
denied disability or survivor benefits. 

 
 B. The General Manager shall be responsible for selecting physicians to examine 

applicants. Physicians, preferably Board certified in their specialty, shall whenever 
possible be rotated considering geographical and availability constraints.  Refusal 
by an applicant to be examined will cause suspension of disability application 
processing.  The General Manager may consider applicant objections to physicians 
made for good cause to select a different physician. 

 
 C. Charges by physicians for missed appointments by an applicant or for new or 

updated reports caused by the delay of an applicant shall be paid by the applicant, 
unless the applicant can show good cause for the missed appointment or delay.  
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Failure to pay for missed appointments may cause a suspension of processing. 
  
 D. Appeals to the Board of the General Manager's decision regarding the selection of 

a physician or physician charges to an applicant must be made in writing, within 14 
days of the Manager's decision. 

 
 E. All communication with pension physicians relating to any aspect of an 

examination performed on behalf of the Department of Fire and Police Pensions 
shall only be through Department staff. Under no circumstances shall an applicant, 
an applicant representative or operating department directly contact or provide 
materials or documents to a pension physician without prior approval of 
Department of Fire and Police Pensions staff.  All materials or documents to be 
reviewed by pension physicians shall first be submitted to staff for inclusion in the 
administrative record and then forwarded to the physicians. 

 
 F. Physicians who have performed disability examinations shall provide report 

clarification or additional evidence as required by the applicant or Department of 
Fire and Police Pensions staff. Such clarification shall be submitted in writing to the 
Department of Fire and Police Pensions.  This step may be repeated as often as 
reasonable and necessary.  If the applicant does not accept the written response, 
the applicant may then request a deposition of a pension physician.  Staff and a 
City Attorney shall attend each deposition, arranged by Department of Fire and 
Police Pensions staff.  The cost for the physician and court reporter shall be paid 
solely by the party requesting the deposition.  The Department of Fire and Police 
Pensions will be responsible for the cost of the transcription service and deposition 
documents provided by the court reporter.  Staff will provide copies of the 
deposition material.  If the applicant fails to accept the results of the deposition, a 
pension physician may be subpoenaed to appear for questioning at the time the 
claim is considered by the Board. 

 
SUSPENSION OF DISABILITY PENSION PAYMENTS 
 
3.5 It shall be the pensioner’s duty to cooperate with the Board and Staff and to comply with 

reasonable requests when the disability pensioner’s medical status is under review. 
Failure to cooperate or some other action that impedes or prevents completion of the 
review process may constitute cause for a suspension of disability pension payments by 
the Board.  Suspended pension payments will be deposited in an escrow account. 

 
 A. Staff shall first ascertain if a hardship exists which prevents the pensioner from 

cooperating with the review process. If there is no apparent hardship, the 
pensioner shall be provided the opportunity to appear before the Board to present 
reasons or evidence justifying the lack of cooperation or failure to comply with 
requests made in conjunction with the review process.  If the pensioner fails to 
appear at this hearing or is unable to demonstrate good cause for noncompliance, 
the Board may suspend pension payments for a period of one to three months 
pending compliance. 

 
 B. If the pensioner continues to refuse or fails to cooperate again, a second hearing 

will be scheduled for the purpose of suspending disability pension payments until 
the review process is completed. 
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RESTORATION OF DISABILITY PENSIONERS TO ACTIVE DUTY 
 
3.6 A pensioner on service connected or non-service connected disability pension who is 

found by the Board to be no longer disabled shall have the pension terminated upon 
restoration to active duty, or failure to be restored as ordered by the Fire or Police 
Department, or upon the date of the Board's determination if the retired member had 
previously been terminated or resigned. 

 
SURVIVOR BENEFIT APPLICATIONS 
 
3.7 Applications for surviving spouse, minor or dependent children or dependent parent 

benefits when members are deceased while on active duty due to indisputably service 
connected causes shall be processed automatically by staff for service connected 
benefits. 

   
 A. When there is an issue whether the death is service connected, the application 

shall automatically be processed as non-service connected, without prejudice 
(recognizing that this is the minimum pension entitlement resulting from the death 
of an active member.) 

 
 B.  A hearing shall be conducted by the Board to determine whether the deceased 

member's death was service connected, at which time the Board shall review the 
autopsy report, if available, and a report of at least one qualified physician. 

POST RETIREMENT SURVIVOR BENEFIT PURCHASE PROGRAM 
 
3.8 Application for post retirement survivors shall be processed automatically by staff. 
 
 A. A Retired Plan Member (Retiree) may elect percentage choices of 30% to 100% 

continuances in 5% increments (service retirees and disability retirees) provided 
the election does not exceed any limitations imposed by federal law.  The cost 
factors used to provide the continuance percentage elected shall be based upon 
the mortality tables as adopted by the Board in the most recent actuarial 
experience study. 

 
B.  A Retired Plan Member may make an election to provide a survivor benefit 

pursuant to Charter Section 1236 on the first day of any given month, provided 
that all the documents necessary to make this election are provided to the Plan 
no later than the fifth day of that month, and the Retiree’s monthly benefit shall 
be reduced beginning with the payment due for that month.  If the necessary 
documents are not received by Plan by the fifth day, the election to provide this 
benefit shall be made on the first day of the following month and the Retiree’s 
monthly benefit shall be reduced beginning with the payment due that month.     

 
C.   In the event that a Retiree dies less than one year from the date that the Retiree 

made an election to provide this benefit, as determined pursuant to the prior 
provision, then no survivor benefit shall be provided unless the Board shall 
determine that the Retiree’s death was accidental.  A Retiree’s death shall be 
determined to be accidental if the preponderance of the evidence establishes 
that an accident resulting in bodily injury caused the Retiree’s death.  A death 
due to sickness, bodily infirmity, suicide or an intentionally inflicted injury shall not 
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be considered accidental.  If no survivor benefit is provided, a lump sum shall be 
paid as provided in Charter Section 1236. 

 
D.   The Retiree’s entire benefit, to the extent such constitutes his/her separate 

property, must be payable entirely to him/her at the time that he/she makes an 
election under this program.  A Retiree whose benefit is subject to a wage 
assignment for support, a tax lien, a workers’ compensation offset, or any other 
lien that may legally be imposed on his/her retirement benefit shall not be eligible 
to elect to provide a survivor benefit.   

 
E.   A Retiree shall not be precluded from electing this benefit due to a prior 

community property division awarding a portion of his/her benefit to a former 
spouse/domestic partner, as that person’s separate property, and the balance of 
his/her benefit to the Retiree as the Retiree’s separate property.  However, only 
the Retiree’s separate property interest in his/her pension shall be subject to this 
election.  The Retiree’s election to provide this benefit shall have no impact upon 
the former spouse/domestic partner’s interest in the Retiree’s pension benefit or 
the payment of other survivor benefits from the Plan.  Since the Retiree is paying 
the full actuarially determined cost of this survivor benefit through a reduction in 
the Retiree’s separate property interest in his/her benefit, the Board shall not 
subject this survivor benefit to a community property claim from a prior 
spouse/domestic partner. 

 
F.   A Retiree receiving a disability pension from the Plan may elect to provide a 

survivor benefit, but should be advised that this benefit will not be paid if his/her 
disability pension is discontinued and he/she is returned to duty.  Also, because 
his/her disability pension could be subject to reduction in the future, only such 
portion of the Retiree’s disability pension that represents the minimum that 
he/she could be awarded shall be subject to reduction to provide for a survivor 
benefit and any balance of his/her disability pension in excess of this minimum 
amount shall continue to be payable to the Retiree in full.   

 
G.   Because a disability Retiree’s benefit may be subject to a Workers’ 

Compensation offset in the future, a disability Retiree shall provide an 
authorization, signed by both the Retiree and his/her spouse/domestic partner, 
allowing the Plan, in the event of the Retiree’s death, to continue to offset any 
Workers’ Compensation paid to the Retiree from the survivor’s benefit until 
recouped in full.  This authorization is required because the survivor’s benefit is 
funded by a reduction in the disability benefit payable during the Retiree’s 
lifetime, which reduced the amount of the offset recoverable directly from the 
Retiree.  

 
H. The election to provide a survivor benefit must be signed by the Retiree unless 

someone else has the legal authority to act for the Retiree in this regard.  When 
the Retiree lacks the capacity to make this election and there is no one else 
legally authorized to act on the Retiree’s behalf, staff shall prepare a report 
explaining the situation for the Board’s consideration prior to taking any final 
action by the Board. 

 
REINSTATEMENT OF SERVICE PENSIONERS 
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3.9  The General Manager shall provide a written recommendation to the Board on all 
applications for reinstatement to active duty from a service pension and the Board shall 
conduct a hearing on such applications. 

 
CORRECTION OF ERRONEOUS PAYMENTS 
 
3.10 The Department of Fire and Police Pensions shall recover any payments made in error 

exceeding $100, pursuant to the IRS Employee Plans Compliance Resolution System 
Section 6.06(3), or as a result of failure of a beneficiary to notify the Department of 
discontinuation of entitlement to benefits (e.g. due to death of a pensioner or surviving 
spouse, attainment of Charter/Administrative Code specified age for a minor, or 
discontinuation of full-time student status of a minor). 

 
An additional amount equivalent to the interest that would have been earned in 
accordance with Section 5.1 (i.e., the amount credited to member accounts) during the 
period of overpayment shall also be charged to the member or beneficiary.  The 
member/beneficiary shall be notified of the amount of the overpayment, including 
interest, and provided an opportunity to pay the total amount due in a lump sum.  If the 
member/beneficiary elects to have the overpayment collected out of future monthly 
benefit payments, the payment period, not to exceed twenty years, shall be determined 
in advance by the member/beneficiary, except however, the General Manager may 
prescribe a minimum payment amount.  The entire balance may be paid at any time.   

 

 If the error results in an underpayment, an additional amount equivalent to the interest 
that would have been earned in accordance with Section 5.1 (i.e., the amount credited to 
member accounts) during the period of underpayment shall also be paid to the 
member/beneficiary. (Amended 12/06/2012) 

 

HISTORY 
 
3.11 Adopted: Circa June 13, 1996; Amended 11/02/06, 12/04/08, 05/07/09, 01/21/10, 

12/16/10, 08/04/11, 01/05/12, 11/15/12, 12/06/12 and 12/19/13. 
 

REVIEW 
 
3.12 This policy shall be reviewed by the Board as needed and may be amended by the 

Board at any time.  
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DEPARTMENT OF FIRE AND POLICE PENSIONS 

360 East Second Street, Suite 400 
Los Angeles, CA 90012 

(213) 978-4545 
 
 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 
MAY 1, 2014                                                                                              ITEM:  A.2 
   
FROM: Raymond P. Ciranna, General Manager 

 
SUBJECT: APPROVAL OF TRAVEL AUTHORITY (PLEITEZ) – INITIATIVE FOR 

RESPONSIBLE INVESTMENT, TRUSTEE LEADERSHIP FORUM FOR 
RETIREMENT SECURITY 

 
 
RECOMMENDATION 
 
That the Board authorize Commissioner Emanuel Pleitez’s request to attend the Trustee 
Leadership Forum for Retirement Security on June 8 – 10, 2014 in Cambridge, MA.   

 
DISCUSSION 
 
On April 3, 2014, Commissioner Pleitez was authorized by the Board as a consent agenda item to 
attend the Opal Financial conference in Chicago, IL.  Subsequently, Commissioner Pleitez 
informed staff he would not attend the Opal Financial conference and would instead attend the 
Trustee Leadership Forum for Retirement Security in Cambridge, MA.   
 
Commissioner Pleitez’s attendance to this conference requires a separate Board action as it is not 
pre-approved in the Fiscal Year 2013-14 Travel Resolution, which is part of the Adopted Budget.   
 
It should be noted that by approving this travel, the Board is not increasing the previously 
approved number of educational conferences Commissioner Pleitez will attend this fiscal year.  
 
Commissioner Pleitez expressed interest in participating in the following conference:  
 
 Conference:  Trustee Leadership Forum for Retirement Security 
 Sponsor:   Initiative for Responsible Investment at Harvard University 
 Dates:    June 9 – 10, 2014 (June 8th is a travel day) 
 Location:   Cambridge, MA 
 Mode of transportation: Commercial airline 
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BUDGET 
 
Sufficient funds are available in the Fiscal Year 2013-14 Travel Account. 
 
Estimated cost for Commissioner Pleitez: 
 Registration        $   150.00 
 Airfare 412.00 
 Hotel  616.00 
 Per Diem 160.00 
 Incidentals (mileage, parking, baggage fee & ground transportation)          174.00 
        TOTAL  $1,512.00 

 
 POLICY 

 
Board consideration of this request as an action item is necessary as the conference is not 
included in the Fiscal Year 2013-14 Travel Resolution. 
 
 
All information regarding the conference is contained in the attached agenda. 
 
 
This report was prepared by:  
 
Evange Masud, Executive Administrative Assistant 
Administrative Operations Division 
 
RPC:WSR:EM 
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*Please note that facilitators and guest speakers for each session will be announced as the event draws 
nearer. Specific times for sessions are also subject to change. 

 

Trustee Leadership Forum for Retirement Security 
June 9-10, 2014 

Harvard Kennedy School 
Provisional Agenda* 

 
 
 
 

Day One: June 9, 2014 
 
10:00 am - 11:30 am: Introduction: What’s on Trustees’ Minds? Inequality and the Misuse of Worker’s Capital. 

11:30 am – 1:30 pm: Session 1: Investment Beliefs: The CalPERS Experience 

1:30 pm – 2:00 pm: Lunch 

2:00 pm – 3:30 pm: Session 2: Tools for Turning Beliefs into Practice: A Focus on Fees 

 3:30 pm – 4:30 pm: Session 3: Rethinking Fiduciary Duty 

6:30 pm – 8:30 pm: Dinner at Harvard Faculty Club 

                     

 

 Day Two: June 10, 2014 

9:00 am – 10:30 am: Introduction: What is Trustee Leadership and What Makes a Trustee Leader? 

10:30 am – 12:00 pm: Session 4: Trustee Mentorship  

12:00 pm – 1:00 pm: Lunch 

1:00 pm - 2:30 pm: Session 5: Trustee Collaboration in Action: Driving Agendas on Boards & Working     

                                     with Funds      

3:30 pm – 4:30 pm: Conclusion and Next Steps 
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DEPARTMENT OF FIRE AND POLICE PENSIONS 

360 East Second Street, Suite 400 
Los Angeles, CA 90012 

(213) 978-4545 
 
 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 
MAY 1, 2014                                                                                              ITEM:  A.3 
   
FROM: Raymond P. Ciranna, General Manager 

 
SUBJECT: APPROVAL OF TRAVEL AUTHORITY (SALAZAR) – IFEBP, WHARTON 

SCHOOL- PORTFOLIO CONCEPTS AND MANAGEMENT 
 
RECOMMENDATION 
 
That the Board authorize Joseph Salazar to attend the International Foundation of Employee 
Benefit Plans (IFEBP), Wharton School-Portfolio Concepts and Management on May 4-8, 2014 in 
Philadelphia, PA.   
 
DISCUSSION 
 
During the February 20, 2014 Board meeting, Commissioner Carl Cade was authorized by the 
Board as a consent agenda item to attend the International Foundation of Employee Benefit Plans 
(IFEBP), Wharton School-Portfolio Concepts and Management in Philadelphia, PA.  On April 20, 
2014, Commissioner Cade informed staff that he could not attend the training due to work 
obligations.  As this continuing education is considered highly beneficial to Board members and 
staff alike, Mr. Joseph Salazar, Assistant General Manager, will be substituted for Commissioner 
Cade.  In addition, by Mr. Salazar attending the training, the Department will avoid a cancellation 
fee of $2,247.50 (one-half of the registration fee). 

 
Mr. Salazar will participate in the following training: 
 
 Conference: Wharton School-Portfolio Concepts and Management 
 Sponsor: International Foundation of Employee Benefit Plans 
 Dates:    May 5-8, 2014 (May 4th is a travel day) 
 Location:   Philadelphia, PA 
 Mode of transportation: Commercial airline 
 
BUDGET 
 
Sufficient funds are available in the Fiscal Year 2013-14 Travel Account. 
 
Estimated cost for Mr. Salazar: 
 Registration        $ 4,495.00 
 Airfare 588.00 
 Hotel 763.00 
 Per Diem 267.00 
 Incidentals (parking, baggage fee & ground transportation)                      195.00 
        TOTAL  $6,308.00 
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POLICY 
 
While the expenditures are consistent with the Travel and Education Policy, the Board must 
approve this training as the General Manager can only authorize staff travel up to $4,500 per staff 
member, per trip.   
 
All information regarding the training is contained in the attached agenda.  
 
 
This report was prepared by:  
 
William S. Raggio, Executive Officer 
Administrative Operations Division 
 
RPC:WSR:EM 
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Portfolio Concepts and Management
May 5-8, 2014 
The Wharton School • University of Pennsylvania • Philadelphia, Pennsylvania

Portfolio Concepts and Management is a 3½-day course that offers  
lecture/discussion sessions, problem-solving exercises and an interactive 
case study. Portfolio Concepts and Management is offered every year at the 
Wharton School on the University of Philadelphia campus.

Course Objective
This course lays the groundwork for the core principles of portfolio theory and investment 
performance measurement, offering the practical tools and experiences needed to make sound 
investment management decisions. It is intended for those who have limited experience with 
investment-related course work. 

Course Outline

MOnDAY, MAY 5
7:15-8:15 a.m.

Registration and Breakfast 
Steinberg Conference Center

8:15 a.m.-12:00 noon

Course Introduction and  
Overview of Financial Assets
•  The difference between a bond and a stock
•  How bonds and stocks are evaluated
•  Discounted value of coupons
•  What happens to bonds when interest 

rates change?
• Call features
• Rating services
•  Different types of indexes
•  Different definitions of earnings
•  Illustrations of actual examples
•  Management styles

12:00 noon-1:00 p.m.

Lunch
Provided at the conference center

MOnDAY, MAY 5 (COnT.)

1:00-4:15 p.m.

Macroeconomic Issues and  
Financial Markets
• Basics of price and return
•  Monetary and fiscal policy structures and 

current stances
• Exchange rates and international factors

5:00-6:00 p.m.

Welcome Reception (optional)
Sheraton Philadelphia University City Hotel

TuESDAY, MAY 6
7:30-8:30 a.m. 

Breakfast 
Provided at the conference center

8:30 a.m.-12:00 noon

Fundamentals of Portfolio Theory
•  Time-weighted and value-weighted rates 

of return
• Principles of diversification
• The concept of efficiency
• How to construct well-diversified portfolios
•  How to build portfolios for a targeted risk 

level

ATTACHMENT
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Portfolio Concepts and Management

TuESDAY, MAY 6 (COnT.)

12:00 noon-1:00 p.m. 

Lunch 
Provided at the conference center

1:00-4:15 p.m. 

Fundamentals of Valuation
•  How does an analyst determine the price 

of stock?
• What determines the volatility of a bond?
• Mechanics of compounding and discounting
• Valuation of annuities
• Present and future value

4:15-4:30 p.m. 

Introduction to Case Study

WEDnESDAY, MAY 7 
7:30-8:30 a.m. 

Breakfast 
Provided at the conference center

8:30 a.m.-12:00 noon

Performance Evaluation
• Elements of manager monitoring
• Risk-adjusted measures
• Factors behind the numbers
• Role of investment style
•  What do the numbers in a performance 

evaluation report mean?
•  Using your performance measurement 

tools (practical framework)
• Impact of investment policy

12:00 noon-1:00 p.m. 

Lunch 
Provided at the conference center

WEDnESDAY, MAY 7 (COnT.)

1:00-4:15 p.m. 

The Current Markets
• Recent trends 
• Determining the discount rate 
• Historical risk and return patterns 
• The Capital Asset Pricing Model 
• Price Distortions

4:15-5:30 p.m. 

Case Study Group Work 

ThuRSDAY, MAY 8
7:30-8:30 a.m. 

Breakfast
Provided at the conference center

8:30-9:45 a.m.

Asset Allocation and Impacts of 
Risk on Return 
• Trends in pension management 
• Investment policy 
•  Overall asset allocation and allocation 

within asset class 
• Rebalancing vs. reinforcing asset allocation 

10:00-11:15 a.m.

Case Study
Required to earn a certificate

11:15 a.m.-12:00 noon

Examination
Required to earn a certificate

ATTACHMENT



 

 

 
DEPARTMENT OF FIRE AND POLICE PENSIONS 

360 East Second Street, Suite 400 
Los Angeles, CA 90012 

(213) 978-4545 
 
 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 
MAY 1, 2014 ITEM:  A.4  
 
FROM: Raymond P. Ciranna, General Manager 
 
SUBJECT: AUTHORIZATION TO ISSUE A REQUEST FOR PROPOSAL FOR PENSION 

ADMINISTRATION SYSTEM SOFTWARE  
 

RECOMMENDATION 
 
That the Board authorize the General Manager to issue a Request for Proposal (RFP) to replace 
the pension administration system. 
 
BACKGROUND 
 
In 2003, LAFPP began converting its PC-based member system (Bencal) into a web-based 
system now known as OnPoint. After successfully implementing the OnPoint system, in March 
2004 the department initiated a larger Retiree Payroll Conversion project with the goal of 
eliminating the legacy mainframe-based Retirement and Pension (RAP) system. To achieve this 
goal, OnPoint was enhanced into a comprehensive Pension Administration System (PAS) and 
became the department’s system of record.  
 
The need to replace the RAP became more critical as glitches and programming errors continued 
to occur. Not only was RAP based on outdated technology, COBOL programmers from ITA had 
either moved to the private sector or retired, thus reducing the support staff for RAP. In addition, 
the Controller’s priority at that time was more focused on developing their new Pension Payroll 
System (PaySR) rather than addressing our issues. 
 
In October 2010, in order to completely move off the mainframe-based RAP system and due to 
limitations of OnPoint, staff implemented a new Benefit Payment Passport (BPP) system.  The 
new BPP system works in conjunction with the OnPoint system in processing pension payments, 
calculating deductions, and handling tax reporting.  While both the OnPoint and BPP systems 
have completely replaced the legacy RAP system and increased system functionality, having two 
separate systems has proven to be challenging in ensuring accurate and timely processing of 
benefits and providing services to members. 
 
A detailed assessment of the two systems’ capabilities and their limitations had to be performed to 
determine whether these systems would continue to meet our needs as business demands and 
processes evolve. In March 2013, the Board awarded a contract to LRWL, Inc. to assist staff in 
performing the comprehensive assessment and evaluation, to help develop the business and 
technical requirements for a RFP of a new PAS solution, and to help select the vendor with the 
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best PAS solution. This assessment project is included in the department’s Strategic Plan, 
Member System Conversion Assessment and Lifecycle Review Project.  

 
DISCUSSION 

 
Staff held several meetings with the LRWL consultant and all impacted business units to 
document the existing business processes. During these meetings, section managers and subject 
matter experts were interviewed to explain their business operations and to document a clear 
understanding of the processes involved and how the existing systems were utilized in each of the 
business processes. Desk manuals, procedure manuals, policies, and user training guides were 
also provided to the consultant to better understand the business rules and the capabilities of the 
existing OnPoint and BPP systems. The gaps between the capabilities of these systems and the 
various business units’ operational needs were also identified and documented to evaluate the 
need for a replacement system. 
 
The major gaps are outlined below:  

 
• A two-system PAS (OnPoint and BPP) instead of a single, comprehensive PAS  
• No integration with other major systems (Documentum and MS Dynamics) 
• Security design limitations 
• Numerous workarounds and manual calculations through ancillary applications to account for 

missing or limited PAS functionality  
• No workflow capabilities to efficiently manage work such as routing tasks electronically 
• No user-friendly report writer which limits the ability of LAFPP management and staff to make 

business decisions 
• Poor system response time, taking as long as 30 seconds to provide a response to a user. 

Or in some cases, depending on the type of data being accessed, the PAS will time out 
which requires staff to restart the process. 

• Reliance on external tracking databases and spreadsheets for timely processing of vital 
functions. 

 
After a thorough and comprehensive assessment process, staff has determined that replacing the 
existing PAS would be more economical and would help ensure we meet our fiduciary duty to 
efficiently provide member services and benefits. The attached PAS Business Case provides an 
overview of the current PAS assessment and recommends replacing the system via a competitive 
procurement process. 
 
Staff considered and evaluated the option of enhancing the current PAS. However, OnPoint is not 
a full-featured PAS and is over 10 years old. It is also a proprietary system that does not have a 
growing client base, which limits our ability to competitively seek vendors to maintain the system 
and does not allow us to leverage best practices in the use of the current PAS system.  
 
As such, Staff is requesting authorization to issue a RFP for the development and implementation 
of PAS software from qualified firms with in-depth knowledge and technical expertise.   

 
Vendors will be required to submit proposals that demonstrate their experience in the design, 
implementation, and maintenance of PAS software. The intent is to award a three-year contract to 
the successful proposer.  The following table reflects the anticipated timeline for the replacement 
PAS project, which is consistent with our multi-year strategic plan.   
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Dates Deliverables/Milestones 

 
June 2014 Release RFP for a new PAS solution 

 
November 2014 -
March 2015 

Evaluate RFP responses and identify top PAS implementation vendors 
 

September 2015 Sign contract with identified PAS implementation vendor to design and 
develop the new PAS. 
 

August 2018 Production implementation of new PAS  
 

Upon approval, the RFP for the PAS replacement will be published on the Department’s Web site, 
the City’s Web site (Business Assistance Virtual Network – BAVN) and sent to firms that provide 
pension plan administration services.  Staff anticipates that the evaluation of responses, cost 
information, and a contract award recommendation will be presented to the Board in March 2015.  

  
BUDGET 

 
Based on LRWL consultant’s knowledge of the LAFPP environment, the estimated cost range to 
implement the new PAS is $7M - $10M. The actual cost would be dependent on the cost proposal 
received from the selected PAS vendor and whether or not IT Consultant services would be 
utilized for oversight project management and quality assurance, which would not be determined 
until after vendor procurement has been completed in September 2015. 
 
Staff is requesting that the Board conceptually approve the approximate replacement amount for 
the PAS. If the Board does not want to invest in a new PAS at this time, then staff will have to 
pursue other limited alternatives. Ultimately, the Department will have to replace its existing PAS 
due to the dated technology on which it is based. 
 
 
POLICY  
 
No changes recommended at this time. 
 
 
This report was prepared by: 
 
Alfred Domagat, Sr. Systems Analyst II 
Systems Section 
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1 EXECUTIVE SUMMARY  
 
The Los Angeles Fire and Police Pension System (LAFPP) has been dedicated in fulfilling its Mission 
(To advance the health and retirement security of those who dedicate their careers to protecting and 
serving the people of Los Angeles) that includes ensuring accurate, timely, reliable, and consistent 
processing of active and retired member benefits and services. Critical to achieving this mission is the 
ability of staff within each business unit to efficiently utilize technology in the various application 
systems available to them to perform their work.  
 
THE PROBLEM AND SOLUTION OPTIONS 
 
Over the years, the OnPoint and Benefit Payment Passport (BPP) systems have been the primary Pension 
Administration System (PAS) the business units heavily rely upon on a daily basis to deliver member 
services and benefits. However, an in-depth assessment of the department’s business operations against 
the capabilities of the current PAS performed with the assistance of a consultant expert in evaluating 
public pension administration systems has revealed serious business and operational challenges as well as 
technical challenges. The major challenges are outlined below:  
 

• A two-system PAS (OnPoint and BPP) instead of a single, comprehensive PAS  
o laborious data reconciliation and account maintenance 
o multiple system of record and versions of member data 

• No integration with other major systems  
o Documentum- the department’s document management system 
o MS Dynamics- the department’s accounting application 

• Security design limitations 
o cannot restrict changes to payment records after they have been finalized 
o cannot prevent staff from unintentionally changing data belonging to other business units 

• Numerous workarounds and manual calculations thru ancillary applications to account for 
missing or limited PAS functionality  

• No workflow capabilities to efficiently manage work such as routing tasks electronically 
• No user-friendly report writer which limits the ability of LAFPP management and staff to make 

business decisions 
• Poor system response time, taking as long as 30 second to provide a response to a user – in some 

cases, depending on the type of data being accessed, the PAS will time out which requires staff to 
restart the process. 

• Reliance on external tracking databases and spreadsheets for timely processing of vital functions 
 
To successfully meet these challenges and mitigate the risk of not effectively achieving our mission, we 
identified two solution options:  
 
     Option A-Enhance the current PAS 
This option requires extensive programming changes in the current OnPoint system to close the 
functional gaps and address the challenges above, including taking over the processing of pension 
payments currently performed by the BPP system.  
 
     Option B-Replace via Competitive Procurement 
This option calls for a complete replacement of the current PAS through a competitive bidding process. 
All the business, technical, and project management requirements will be defined in a Request for 
Proposal (RFP) 
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ASSESSMENT OF SOLUTION OPTIONS 
 
A thorough examination and evaluation of the above options has revealed Option B-Replace via 
Competitive Procurement to be the only viable option. In previous discussions with Buck Consultants, the 
company that maintains the OnPoint system, we learned that the level of enhancement required for Option 
A is not feasible in the current application. Not only is OnPoint not a full-featured PAS and over 10 years 
old, it is also a proprietary system that does not have a growing client base. This limits our ability to 
competitively seek vendors to maintain the system and does not allow us to leverage best practices in the 
use of the current PAS system.  
 
On the other hand, there are a number of vendors in the marketplace who would be interested in 
responding to an RFP. Most of these vendors have developed and implemented PAS solutions to other 
defined benefit public sector retirement systems, leveraging the best practices, innovative technology, and 
new functionality. In addition, Option B would not preclude Buck Consultants from bidding and provide 
us the opportunity to determine whether another vendor solution would better meet the needs of LAFPP 
in serving our membership. 
 
ASSESSMENT OF COST  
 
As Option B-Replace via Competitive Procurement is the only feasible option, to evaluate the cost of 
replacing the current pension solution, we also identified the direct and indirect cost of the current system 
to give us a basis for comparison against the new pension solution cost. The indirect cost incurred through 
the use of manual tasks would also give us an idea of the potential cost-savings of having a more 
automated and efficient system. After thorough analysis, the data gathered shows that over a standard 
period of seven years, the cost of keeping the current system is higher than replacing via competitive 
procurement (see table 8 on page 22). 
 
RECOMMENDATION 
 
Based on our examination of the estimated cost and the relative benefits of the options discussed, it is 
recommended that LAFPP pursue Option B-Replace via Competitive Procurement. The primary reasons 
supporting this recommendation are as follows: 
 
 A RFP for a PAS ensures the ‘best solution’ is chosen for LAFPP: 

 The solution options have evolved since OnPoint was implemented, 
 A RFP does not preclude Buck from bidding, 

 
 Benefits – LAFPP has more opportunity to resolve the current issues, and reap additional benefits by 

allowing multiple vendors the opportunity to propose a PAS that better meet our needs.  If the 
recommended enhancements are fully implemented, the condition of the data will improve (as a result 
of data cleansing, improved system validations and implementation of additional business rules) 
while improving member services, business operations, and reducing operating costs. 
 

 Costs – If LAFPP decides to continue with its current system with little or no enhancement, the 
maintenance costs will continue to increase, benefits administration staffing levels will likely increase 
in the future, and staff focus will be on data verification and validation rather than on customer 
service.  Those costs, alone, are currently over $2,111,026 as shown in table 5 on page 20 of this 
document. 
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2 CURRENT LEGACY PAS ANALYSIS 
 
The following sections provide the results of the assessment of the current legacy PAS upon which the 
recommendations are based. 
 

2.1 PURPOSE 
 
The following presents costs and benefits, along with corresponding implementation alternatives, of 
replacing the Los Angeles Police and Fire Pensions (LAFPP) current legacy Pension Administration 
System (PAS) and ancillary applications with a new comprehensive PAS.  To assist in this analysis, 
LAFPP utilized the services of LRWL Inc., a company that specializes in providing services to public 
pension funds.  In developing this document, LRWL and LAFPP staff has taken the following steps:   
 
 Review of current environment characteristics  
 Discussion of the inherent challenges of the current business and technical environment for LAFPP 

staff 
 Identification of opportunities available in today’s pension administration marketplace 
 Enumeration of implementation options available for system replacement 
 Estimation of the cost to replace the current legacy PAS for a retirement system of LAFPP’s size and 

complexity (based on LRWL’s experience with similar projects) 
 Identification of the potential vendors who provide PAS systems 
 Assessment of the benefits and risks of each option and risks of keeping the current PAS 
 
In conclusion, specific recommendations are presented as LAFPP moves forward with this project. 
 

2.2 OVERVIEW AND BACKGROUND HISTORY 
 
In 2003, LAFPP began converting its PC-based member system (Bencal) into a web-based system now 
known as OnPoint. In March 2004, after successful implementation of the OnPoint system, the 
department invoked on a larger Retiree Payroll Conversion project with the objective to build upon the 
existing OnPoint system and eliminate the legacy mainframe-based Retirement and Pension (RAP) 
system. So OnPoint was enhanced into a comprehensive PAS and became the department’s system of 
record.  
 
In October 2010, in order to completely move off the mainframe-based RAP system and due to 
limitations of OnPoint, staff implemented a new Benefit Payment Passport (BPP) system.  The new 
BPP system works in conjunction with the OnPoint system in processing pension payments, calculating 
deductions, and handling tax reporting.  While both the OnPoint and BPP systems have completely 
replaced the legacy RAP system and increased system functionality, having two separate systems has 
proven to be challenging in ensuring accurate and timely processing of benefits and providing services 
to members. 
 
A detailed assessment of the PAS capabilities and their limitations was conducted to determine whether 
these systems will continue to meet our needs as business demands and processes evolve. 
 
This document was prepared based on the analysis of both the business functions and the gaps between 
the functionality provided in the current PAS and the operational needs of the organization. Insights 
gained from meetings with LAFPP staff as well as information from the assessment performed is 
currently being used to define LAFPP’s business and technical requirements for a future system and, 
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subsequently, make a recommendation as to the best approach to meeting these requirements. 
Additionally, based on LRWL’s experience in providing similar services to 30+ retirement systems over 
the last 16 years, their reliable cost projections have been used for implementing the recommended 
changes.  
 
3 CHALLENGES FACING LAFPP 
 
Challenges in the current LAFPP environment, identified below, are categorized as either business and 
operational challenges or technical challenges. Note that some ‘overlap’ exists and could be placed in 
either group. 
 

3.1 BUSINESS AND OPERATIONAL 
 
Within each work product contained in Business Process Document, LRWL identified numerous issues in 
detail and made corresponding recommendations for improving each.  At a high level, the issues can be 
categorized as follows, each of which serves as the primary support for a future PAS project: 
 
 Functional Workarounds: LAFPP end users frequently develop off-line applications in 

programs like Access and Excel.  These off-line applications include: 
 Transmission Preview database 
 1099 database 
 Correspondence Log database 
 Deceased Pensioners database 
 HIPR database 
 Pensions Log 
 PenStar database 
 Refunds database 
 Medical and Dental Benefits Subsidy Simulator 
 A, B, C Summary Schedule 
 Accounting Support System 
These applications are required to account for missing or limited functionality in the existing 
PAS.  In many cases, the functionality to perform these tasks does not exist in the current 
PAS or the tasks cannot be efficiently performed by the existing PAS.  As a result, tasks need 
to be completed manually or on the individual staff member’s PC using the aforementioned 
workarounds. Finally, results from the workaround solution have to be manually entered 
(back) into the existing PAS. 

  
 Tracking Database/Spreadsheets:  LAFPP relies on numerous, disparate tools to handle such 

functions as:  
 Attained Age Tracking 
 Refund Notification Tracking 
 Disability Application Tracking 
 Retirement Services Document Tracking 
 Member Class Participation Tracking 
 HIPR Tracking 
 Power of Attorney Tracking 
 Wage Assignment Stop Order Tracking 
 Workers Comp Recapture Tracking 
 DROP Exit Checklist 
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While these spreadsheets and databases address the immediate need, they are not integrated with 
data in the PAS; as such, they ultimately add to the complexity of accomplishing daily work - and 
prevent LAFPP from straightforwardly collecting metrics on process steps and identifying 
potential bottlenecks and areas for improvement. 

 
 Service Credit: While OnPoint (the existing PAS) may not always accurately calculate service, 

this is symptomatic of a few larger problems resolved by redesign of current processes which can 
be implemented in a new Pension Solution: 
 LAFPP computes a member’s service credit based on the concept of “time elapsed 

service credit” (i.e., starting with the member’s entry date into LAFPP up to the current 
date of employment).  This does not allow accounting of exceptions in service history 
between those dates. 

 The current rule calls for exclusion of any breaks in service, the appropriate data is not 
always within OnPoint for the calculation to be performed correctly because it is not 
identified appropriately in the employer transmittals.  
 

Currently, staff manually adjusts the Hire Date to account for any break in service in order for the 
service calculation to be accurate. Also, anytime there is a “contract” with a member, staff must 
manually update OnPoint to end a contract. This involves the calculation of the membership date 
which is performed outside of OnPoint and for staff to update OnPoint with the adjusted 
membership date. 
 

 Multiple System of Record and Versions of Member Data: While OnPoint is the primary 
system of record for demographic and basic pension-related calculations, it lacks the ability to 
process pension payments, deductions, and handle tax reporting. To address this issue, a separate 
Benefit Payment Passport (BPP) system is used to process the data from OnPoint, the various 
payroll deductions from other agencies not captured in OnPoint and calculate the pensioner’s net 
amount. Having to work with two separate systems to process pension payments has been the 
greatest challenge and main cause of staff frustrations to verify and reconcile data and ensure 
accuracy of payments. In addition, address changes, bank account information, and tax 
withholding information are maintained in BPP by staff or the member via member self-service 
(MSS) which can lead to the data in these systems being out of synch. Although this issue is 
addressed thru a file from BPP after each monthly processing to update OnPoint, this causes 
timing issues which result in more work done by staff to verify the data in both systems. Aside 
from OnPoint and BPP, staff also maintain individual data sources in Access databases which 
results in multiple copies of member data. This becomes a challenge in determining which 
version of data is the “correct” version.  
 

 Account Maintenance / Resource Impact:  Meeting the monthly payroll processing schedule of 
BPP has been challenging for staff.  Currently there is limited time to process and verify pension 
payments, health and dental subsidies/deductions, Medicare reimbursements, and retro-active 
adjustments before the data is sent from OnPoint to BPP.  Staff relies heavily on the Change, 
Warning, and Error reports (report of data changes and possible errors generated out of BPP) and 
verifies the data sent to the BPP system after the file has already been sent.   Errors found in the 
change report must be manually fixed in BPP which requires significant LAFPP resources to 
research, fix, and audit.  Once BPP is updated, staff must then manually update the corrected data 
in OnPoint.    In addition, exceptions (i.e., payments that missed the deadline for submitting 
payments via OnPoint) are entered manually into BPP. Having to maintain data in two separate 
systems takes time and increases the risk of human error in entering data. 
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3.2 TECHNICAL 
 
 Limited Integration and Workflow Capabilities: LAFPP has extremely limited integration 

between OnPoint, BPP, and other major applications including Documentum, Microsoft 
Dynamics, and the Financial Management System (FMS). This means data can easily get out of 
sync and there is no automated ability to cross-reference activities between systems except by 
manual means. (e.g., OnPoint has no record or link to existing member documents/forms in 
Documentum) This could and does result in incorrect processing and results in rework that could 
be avoided if the systems were integrated. While there is a validation process that Documentum 
runs against OnPoint when creating a members’ Documentum folder, there is no on-going 
integration with the member’s account in OnPoint. In addition, the absence of workflow 
capabilities in OnPoint to start and manage tasks greatly impacts the efficiency of processing 
member-related services and benefits which often results in delays and backlogs (e.g. 
Termination and Refunds Processing, Disability Processing, DROP Exit Processing, Pension 
Approval Process) 
 

 OnPoint Issues:  The following are some of the more critical system limitations and functionality 
issues that exist within OnPoint today: 
 System does not perform all the needed calculations (e.g. taxes, voluntary deductions, 

post-retirement death estimates/final, deceased overpayments, recognize gaps in service, 
worker’s compensation recaptures, retroactive subsidy adjustments, “what if” subsidy 
scenarios, Service-to Disability recalculations, multiple QDROs, etc.) 

 System allows changes to calculated pension amounts and cannot truly finalize a payment 
record (e.g., restrict changes when a payment record is finalized) 

 System shares the Payment Information across business units. This allows staff to make 
unintended changes to data belonging to a different section 

 System can only handle one survivor and one former spouse record when sending 
payments to BPP in cases where the first eight (8) digits of their SSN is the same as 
another survivor or former spouse’s SSN 

 System does not have the underlying accounting sub-structure and integration capabilities 
with the Financial Management System (e.g., Microsoft Dynamics, FMS) 

 System does not have the capability to document the reason for an adjustment on the 
same screen the adjustment was made and there is no way of capturing staff notes 
throughout the disability process. Staff has to manually enter notes on a separate screen 
with limited note type 

 System has no ad-hoc correspondence generation for retired members/survivors 
 System provides only limited configurations modifiable by LAFPP (i.e. limited use of ad-

hoc parameter tables, etc.) 
 System has no document management integration capabilities (e.g. Documentum) 
 System has no health insurance premium reimbursement (HIPR) functionality. This 

information is manually calculated and entered directly in BPP 
 

 System Response Time:  The current OnPoint application has response time issues for certain 
records with considerable amount of Lost Service Time. The screen either times out or it takes 
more than 30 seconds to open. In addition, on-line batch transactions involving dynamically 
calculated fields (e.g., 2% Opt-In flag, Years of Service, etc.) would take about half a day to 
process. Some processes need to be run overnight and require Buck Consulting (Buck), the 
company that maintains the OnPoint system, to generate reports which creates high dependency 
on the availability of Buck’s staff.  The BPP application also has response time issues generating 
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reports.  In some cases, staff must rely on the BPP staff to run a report and provide them to 
LAFPP staff.  These response time issues create a major dependency on a third party service 
provider.   
 

 Programming Fixes: Currently, all application fixes related to OnPoint are referred to Buck to 
review, prioritize, build, test and deploy. Complex fixes require significant effort and turnaround 
time can be significant.  Also, there are certain types of fixes (i.e., data fixes) that require Buck 
intervention and execution each time a new case occurs.  This creates a costly dependency on a 
vendor. 

 
 Reporting Tools: Rather than using the OnPoint for all reporting needs, various applications / 

tools are used for reporting purposes, these include: Microsoft Access, Microsoft Excel, Oracle, 
Crystal, etc.  As a result, numerous versions of such reports exist and it is likely there are 
redundancies and possibly inconsistencies across business areas.  Due to OnPoint’s lack of a user-
friendly and capable report writer, LAFPP relies heavily on systems staff and ancillary systems to 
generate basic reports. Although these various reports exist – users still feel their reporting needs 
are unmet. Thus, there is a continued demand for both new reports and ad hoc reporting tools. 
 

 Ancillary Applications (i.e., Access Databases):  LAFPP uses twelve key MS Access databases, 
as well as numerous other databases, to support its processing.  During this project LAFPP 
analyzed the file server contents and found over 1,100 MS Access files.  These files may have 
been used for one-time efforts, they may be back-up copies of the key databases, or could be 
older versions of those same databases.  These multiple applications add risk to LAFPP by 
potentially allowing key data to be used for decision making outside of the normal pension data 
structure. These applications also pose a potential security risk since an Access database, 
containing member data, could more easily be removed from LAFPP than could a PAS database. 

 
3.3 COMPLEXITY OF PLANS ADMINISTERED 

 
LAFPP supports six plans with multiple membership groups (Service, DROP, Disability, Deferred, etc.) 
having different types and requirements, rules, and legal complexities.  Drilling down beyond 
membership group there are various groups of members monitored separately as they fall into special 
cases/categories (e.g., Fluctuators, Goins, Personnel, etc.). While the mere complexity of interactions and 
plans does not directly drive the cost of running or maintaining a system, the complexity of these 
interactions is an indicator of the level of coordination necessary to maintain such an infrastructure. It is 
also an indication of the number of changes that have to be made to the PAS to keep it current.  In a 
simplistic example, in a plan with only one formula for calculation of benefits, a rule change affecting 
benefits requires just one change. However, when there are six plans with multiple groups, each with 
multiple formulae, the cost of implementing a change in the current environment increases and the 
complexity of designing a new PAS system increases, (as does the cost and complexity associated  with 
configuring,  coding, testing, documenting and training).  
 
4 SOLUTION OPTIONS 
 
LAFPP and LRWL have identified two options which address, to varying degrees, the challenges facing 
LAFPP (as identified in the prior section). 
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4.1 OPTION A – ENHANCE THE CURRENT PAS 
 
This option considers the current system and the programming required to enhance the system to meet 
LAFPP’s operational needs including the processing of pension payments (e.g., tax calculate taxes, 
deductions, net amount, etc.), generating reports, and system integration with document imaging and 
financial management systems.  In previous discussions with Buck, LAFPP has learned that the level of 
enhancements required to support all of LAFPP’s business operations are not possible in the existing 
application.  As an example, it is not feasible for OnPoint to be programmed to perform tax calculations 
and have a user-friendly report writing tool as needed by LAFPP. In addition, it has no integration 
capabilities with the department’s document management and accounting systems. It also lacks workflow 
functionality and has security design weaknesses which compromises the integrity of member data. 
 
LAFPP has been using OnPoint for over 10 years. This application is not a full-featured PAS and is no 
longer being marketed to the pension fund industry.   This prevents LAFPP from leveraging the best 
practices and new functionality used throughout the pension industry.  As the OnPoint application is a 
proprietary system that does not have a growing client base, this also limits LAFPP’s opportunity to 
competitively seek vendors to maintain the system in the future. 
  
Should the existing OnPoint system be capable of supporting all the functionality required by LAFPP, the 
enhancement process would be complex and require significant time and resources. 
 
The starting point for such an enhancement would be the compilation of over 30 high level functional 
gaps made by LRWL. Thirty recommendations may not sound like an overwhelming number and while 
some may require something as simple as adding a new “data field” (i.e. the ability to include a paperless 
option flag resulting in 5 hours of effort to implement and test) others are broad-reaching and tie into 
dozens of business rules. Thus, these more complicated changes would require hundreds of hours to 
implement.  The list of “To-Be” requirements could be used to define the scope of the effort and would 
need to be planned out in the same way as a full replacement project.  In advance to some of the 
“enhancements” on the list, it would be in LAFPP best interest to go through the exercise of data 
cleansing where the data is directly related to the enhancements..  The combination of the upgrade, the 
implementation of the enhancements and the data cleansing project would be no small endeavor, most 
likely requiring the same LAFPP and Buck staffing commitment as a full replacement project.  
 
Furthermore, with this option LAFPP would also likely require third party staffing support, integration 
support, and oversight project management.  This aspect would likely be no different than if LAFPP were 
to go the path defined in Option B (below).  

 
4.2 OPTION B – REPLACE VIA COMPETITIVE PROCUREMENT (RFP) 

 
This option calls for a complete replacement of the current system through a competitive procurement.  
LAFPP will first define its business requirements, technical requirements, project management 
requirements, etc. in an RFP - and then complete a competitive procurement.  There are numerous 
vendors in the marketplace as identified in Table 1 who could possibly be interested in responding to an 
RFP from LAFPP.  In addition, nothing would preclude Buck from bidding on this work.  However, a 
competitive procurement also provides LAFPP with the opportunity to determine whether another vendor 
solution (besides Buck) would better serve LAFPP.   
 
Table 1 shows a list of potential vendors and some of their clients. 
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Table 1 – Vendor Listing (alphabetical) 
VENDOR PRODUCT OR SOLUTION PUBLIC DEFINED BENEFIT INSTALLATIONS 

Oracle • Oracle PeopleSoft Pensions 

• San Francisco ERS 
• New York STRS 
• Delaware PERS 
• State of Texas ERS 
• Mississippi PERS (in process) 
• Indiana PERF/TRF (employer reporting only) 

Xerox • CPAS 

• Alberta ERS 
• North Dakota RIO 
• Pennsylvania MRS 
• CA Counties and Cities 

o Contra Costa County 
o Kern County  
o Marin County  
o Merced County  
o San Diego County (in process) 
o Tulare County  
o Ventura County  

Deloitte • DPAS  

• Georgia TRS 
• Georgia ERS 
• Florida RS 
• Kentucky RS 
• Louisiana SERS 
• Minnesota PERA 
• Minnesota Teachers 
• North Carolina RSD 
• Pennsylvania SERS 
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VENDOR PRODUCT OR SOLUTION PUBLIC DEFINED BENEFIT INSTALLATIONS 

HP  • Clarety  

• City of Milwaukee RS 
• Rhode Island ERS 
• Indiana PERF/TRF 
• Michigan ORS 
• Maryland RS 
• Mississippi PERS 
• Nebraska PERS 
• New Mexico PERA 
• Oregon PERS 
• Nevada PERS (replaced) 

James Evans & 
Associates • PenFax 

• City of Los Angeles- Department of Water and 
Power 

• Sub to EDS on the Government of Canada 
pension modernization project 

Levi, Ray & 
Shoup 

• PensionGold  
 

• Fairfax County ER 
• Missouri DOT 
• New Hampshire RS 
• Vermont RS (in process) 
• CA Counties and Cities 

o Alameda County 
o Los Angeles City  
o San Bernardino County 
o San Diego City (being replaced) 
o San Jose County 
o San Mateo County  
o Sonoma County 

• Multiple smaller municipal installations 
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VENDOR PRODUCT OR SOLUTION PUBLIC DEFINED BENEFIT INSTALLATIONS 

Sagitec • NeoSpin  

• Denver ERP 
• Colorado FPPA  
• Kansas City Public Schools 
• Kansas PERS 
• Massachusetts SRB 
• Missouri LAGERS 
• Missouri PSRS/PEERS 
• North Dakota PERS  
• Virginia RS  
• San Diego (in process) 
• Ohio SERS (in process) 
• Kentucky Teachers (in process) 

Morneau-
Shepell • Ariel • Rhode Island (ERSRI) 

Tegrit 
Technologies • Arrivos 

• Michigan MERS 
• Arkansas LOPFI 
• Fort Worth ERF 
• Charlotte Firefighters RS 
• Idaho PERS 
• Fresno County Retirement Association 

Vitech • V3  

• Hawaii ERS 
• Iowa PERS  
• Maine RS  
• Milwaukee County ERA  
• Massachusetts TRS (in process) 
• New Mexico ERB 
• Ohio PFRF 
• Ohio STRS 
• Pennsylvania PSERS 
• Boston RB  
• Virgin Islands RS 
• Orange County (in process) 
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There are several viable, mainstream pension solutions available in the marketplace that have been 
successfully implemented at multiple public retirement systems. Some of these solutions are implemented 
by the pension application provider, others by an implementation partner.  Within this delivery model are 
various implementation models to include the following:  

 Package/Configurable – A package solution is one that is delivered “out of the box”.  Minimal code 
customization is performed. Instead, parameters are adjusted (configured) to accommodate the 
client’s particular rules, calculations, etc.  

 Template/Architecture – This is a vendor-developed, base solution. For each client, the vendor 
performs a gap analysis identifying the gaps between the base solution and the retirement system’s 
specific business requirements. The vendor then modifies the base solution to close the gaps. The 
base solution continues to evolve, commonly being updated after every new pension system 
implementation. 

 Framework/Configurable – Some vendors have developed applications for individual public pension 
systems and then reuse parts of them to implement solutions for new clients. This model affords the 
client many of the benefits of a custom package while not incurring the risk of “starting from 
scratch.”   

 Custom – In the custom implementation model, the vendor builds the system “from scratch” 
according to the specifications and desires of the client’s user community – often with input from 
client IT staff as to architecture and standards to be followed. 

At times the distinction among the implementation models is blurred – sometimes by the vendors, 
sometimes by the client, sometimes deliberately (once the vendors perceive that a potential client might 
seem to favor a particular variant), and sometimes by events or happenstance. The fact is that – with the 
exception of the custom model – all of the implementation models are more or less analogous.  

5 BENEFITS AND RISKS 
In the sections below we examine the benefits and risks of each implementation option. 
 

5.1 BENEFITS 
 
This section includes and is focused on explaining the benefits associated with each of the options defined 
in Section 3. Table 2 lists numerous potential benefits along with the option from which it will be 
realized.  The greatest preponderance of benefits falls into the enhanced service category.   
 
As previously noted, Table 2 provides a list of benefits.  These benefits tie back to some of the current 
issues, along with the inclusion of “enhanced” benefits that will be gained from a new solution.  The 
columns labeled A and B correspond to the Options defined in Section 3.  Potential values for those 
columns are as follows: 
 N = Benefit Not Provided with this Option 
 P = Benefit Partially achieved with this Option 
 F = Benefit (potentially1) Fully achieved with this Option. 

 

                                                      
1 There is no perfect solution.  Any one vendor proposal (with Option B) may not provide every benefit.  
During the proposal evaluation process it is the job of the evaluation team to determine which proposal 
most closely aligns to the goals of LAFPP and provides the best value. 
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Table 2 System Benefits by Option 
  Option 

 Benefit Description A B 

1  A reduction in manual processes and more timely availability of 
information, resulting in faster processing of retirement activities. P F 

2  The ability to process more work without adding more staff, especially important 
with the increasing wave of baby boomer retirements. P F 

3  Through institutionalization and codification of LAFPP rules and knowledge, 
protection against the loss of same as current staff reach retirement. F F 

4  Enhanced ability to prevent data entry errors and to automatically catch such 
errors through the application of rules-based checking. P F 

5  The introduction or enhancement of various internal audit controls to increase 
security and reduce risk. P  F 

6  
An increase in automated processing leaving staff free to focus on value-added 
activities and processing that do not lend themselves to automation (e.g., member 
counseling, member education). 

F F 

7  

The ability to enhance current member self-service through automation of  
member transactions over the web (e.g., web-based account balance inquiries, 
web-based provision of annual member statements, automatic self-service-
provided benefits estimation with real data and no need for LAFPP staff 
intervention, web servicing of requests for forms, etc.).  This enhanced self-
service capability is expected to improve the already high level of member 
satisfaction with LAFPP services. 

P F 

8  Automating all/or almost all calculations will assure consistent and accurate 
responses. P F 

9  
Ability to incorporate new functionality and required business rules more easily 
through use of a structured development methodology and a more modifiable 
component-based architecture. 

P F 

10  Similar look and feel for the end-user. P N 

11  Ability to access actual history information much quicker when running 
retirement projections and playing “what-if” scenarios. P F 

12  Removal of Functional and other workarounds. F F 
13  Ability to automate service credit calculations for members with gap in service. P F 

14  Ability to synchronize member’s account activity on-the-fly without routines or 
batches. P F 

15  Automation of the Purchase of Service Credit calculations currently being used. F F 
16  Ability to fully integrate with Imaging and Workflow. P F 
17  Ability to eliminate the need for Ancillary Applications  F F 
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  Option 
 Benefit Description A B 

18  Enhanced reporting and querying capabilities. F F 

19  Improved timeliness and accuracy of responses to inquiries. F F 

20  Single point of integration between Pension (subsidiary ledgers) and the General 
Ledger. F F 

21  Increased employee empowerment and reduced need for hand-off and checking of 
work (resulting from the new system’s automatic calculation capabilities).  F F 

22  
Reduced need for data entry as a result of enhanced member self-service over the 
web, use of bar-coding and increased employer-based reporting (e.g., electronic 
enrollments). 

P F 

23  
Simplified data entry, improved data edits, screen navigation, reports and 
correspondence generation, improved on-line help (leading to better 
understanding of processes and shorter ramp-up cycles for new employees). 

P F 

24  
Increased ability to remain compliant with all relevant California and federal 
government statutes and all applicable IRS, Social Security Administration and 
Retirement Board regulations. 

F F 

25  Automated correspondence generation, capture and tracking by participant. P F 

26  
Work-processing based on configurable business rules will permit measurement 
of the efficiency of business processes and provide the potential for change of 
those determined to have bottlenecks or other inefficiencies. 

P F 

27  

Elimination of the need for multiple log-ins, and of the need to toggle between 
screens/systems for imaging, workflow, and other ancillary databases (this would 
increase staff efficiency and decrease the likelihood of member data becoming out 
of synch between disparate systems).   

P F 

28  
An integrated PAS solution will provide automated capture of performance 
metrics and automatically generate meaningful management reports which are 
missing from the current implementation. 

P F 

29  
Ability to implement table and parameter-driven calculations that can be modified 
by LAFPP administrative users (eliminating or decreasing the reliance on support 
agreements, or change requests due to the need to re-program the system). 

P F 

30  
LAFPP would be working with a vendor who has some understanding of the 
uniqueness of its system uniqueness and LAFPP would have expectations as to 
how the vendor will operate and support its needs during and after the project. 

F P 

31  Ability to more easily deploy updates and changes due to browser-based 
application. F F 
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While Table 2 may not be inclusive of every single benefit that may be realized, LAFPP and LRWL feels 
it provides a good cross-section.  In Table 3, we have summarized the results of Table 2 and note that 
Option B will result in the most benefit to LAFPP. 
 

Table 3 Benefit Statistics 

  Option 
  A B 
Benefit (potentially) Fully achieved with this Option 12 29 
Benefit Partially achieved with this Option 19 1 
Benefit Not Provided with this Option 0 1 

 
 

5.2 RISKS 
 
With any project, risks exist at all phases.  Identifying and managing those risks is an important element 
to the project.  Risk, as a concept in project management, has to do with the probability that the 
occurrence of a potential event may have a negative impact upon the project.  Risk management is the 
process of identifying, analyzing, responding to, monitoring, and controlling risk with an objective of 
decreasing the probability and impact of adverse events on the project.  This section provides information 
about risk management, discusses elements of risk in public retirement projects, mitigation practices, and 
risk factors used to calculate a total risk value. 
 
5.2.1 Risk Management 
 
Risk management involves not only an understanding of the circumstances that may result in the wake of 
an unfavorable event, but also proactive steps to avoid the risk – as well as a planned response to control 
the event should it actually occur.  Elements critical to successful risk management include: 
 
 Being able to successfully identify potential project risks 
 Being able to quantify and prioritize these risks to enable people to understand their significance 
 Taking steps to avoid the risk before it occurs 
 Developing plans to respond to the event should it occur 
 Monitoring the success or failure of the response and making any necessary adjustments to risk 

mitigation plans along the way. 
 
5.2.2 Elements of Risk in Public Retirement Projects 
 
There are many types of risk that will arise in a project as large and complex as that envisioned by 
LAFPP.  Regardless of the option chosen, a number of the same risks are applicable. Generally they 
include items such as the following: 
 
 Unclear scope definition  
 Data quality and conversion issues 
 Lack of adequate staff assistance from either LAFPP or the vendor 
 Overly optimistic estimates 
 Incomplete planning. 
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A mis-step in one of the above, or other possible areas, can have an impact that easily cascades through 
the entire project plan, jeopardizing schedules, budgets, and the probability of success.  We point out that 
some of the potential project risks may be different, based on which of the two Options is pursued by 
LAFPP.    Table 4 lists some of the risks LAFPP is facing.  The columns labeled A and B correspond to 
the Options defined in Section 3.  If the risk is applicable to the Option, a “” is included in the 
corresponding column.   
 

Table 4 Risks by Option 
 Option 
Risk Description A B 
The scope of potential enhancements is limited to the ability of a single vendor or 
the framework in which their solution is built. 

  

LAFPP staff will be “challenged” to support the project along with performing 
normal duties. 

  

LAFPP will be entering into an agreement with an unknown vendor who does not 
understand the complexities of LAFPP.   

Process changes may not be achieved (that would make LAFPP more efficient) 
due to the limitations of the pension solution or calculations/rules defined therein. 

  

Implementation may not provide value added benefits beyond addressing current 
issues. 

  

The project will exceed three years, rules may change, and staff may leave.   
LAFPP may not be provided with a competitive price that is inherent in 
procurement competitive bidding process.  

  

 
In summary, of the 8 risks identified in Table 4, fewer are applicable to Option B (3) while Option A 
assumes 6 of the 8 risk items identified. 
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5.2.3 Mitigation Practices in Public Retirement Projects 
 
LRWL’s experience has shown that risk mitigation works best when it starts early.  Because such projects 
span a large timeframe and involve many phases and components, it is critical that there is a formal 
control methodology in place to ensure all risks are appropriately addressed and tracked from initial 
gathering sessions, design and development, testing and training, and eventually are incorporated into 
production processes, as well as into the maintenance and enhancement phase of the system, post-
delivery. 
 
Risk mitigation will require focused and experienced project managers and project participants with 
appropriate motivators in place to ensure satisfactory performance by the vendor’s staff and LAFPP’s 
staff.  From LAFPP’s perspective, this will require a dedicated vendor project staff, willing and able to 
devote the resources necessary to assist LAFPP at every step.  Motivation of the solution provider can be 
accomplished by limiting the number of payments, issuing payments only upon acceptance of meaningful 
deliverables, use of payment holdbacks as well as careful, complete, focused management and staffing of 
the project by all parties. In short, LAFPP must motivate and support its project team. 

 
6 COSTS 
 
In the sections below the current costs to maintain the current PAS are identified. Then, apart from cost, 
each option is evaluated to determine if such an option is deemed feasible. Next, the potential costs for 
each feasible option are identified.  And lastly, a comparison of the current cost and the cost of all feasible 
options is provided. 
 

6.1 CURRENT COSTS 
 
In order to look at the cost of replacing the current pension solution, we must first examine the direct and 
indirect costs of the current systems that would be replaced with a new solution (See Table 5).  Direct 
costs are those associated directly with running OnPoint:  
 

 OnPoint Annual maintenance costs 
 OnPoint Enhancement budget 
 BPP Annual Budget  

 
The indirect costs are those incurred to complete the numerous manual tasks which are consuming 
enormous amounts of staff time.  While LAFPP may not have the goal/objective of staff elimination, 
eventually LAFPP may realize such gains from a new system via normal attrition (and elect not to re-fill 
the positions).  Alternatively, the excess staff capacity could be re-allocated to backlogs and other 
member service activities not currently performed. These costs, since they may or may not be realized by 
LAFPP, are separated out in Table 5. 
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Table 5 Current Annual/Recurring Costs 
Type of Costs Description FY2013 

Direct OnPoint 
Maintenance/Support $155,000 

Direct Enhancement Budget $75,000 
Direct BPP Annual Budget $333,000 

 Total System Maintenance 
/Support Costs $563,000 

Indirect Manual Calculations and 
Workarounds2 $1,548,026 

 Total Costs $2,111,026 
 
To determine the indirect cost of the manual calculations and workarounds, the major manual calculations 
and workaround efforts were analyzed.  The full-time equivalent (FTE) unit is used as the metric to 
measure staff workload attributed to the manual labor that would normally be performed in an integrated 
PAS. A summary of the FTE is listed below which shows an estimate of approximately 14.75 full-time 
equivalent staff.  The attached spreadsheet shows the details of calculating the estimated number of full-
time equivalent (FTE) and the average salary. 
 
Summary of Full-Time Equivalent by Business Unit due to Manual Processes 
 

Disability Section   3.6 
Retirement Services Section (RS) 4.9  
Medical & Dental Benefits (MDB) 3.5 
Accounting Section   0.8 
Active Member Services (AMS)  1.05  
DROP/Service Pensions   0.9 
 
Total FTE    14.75 
 
Total Indirect Cost due to Salary  14.75 * $72,412    = $1,068,077 
Total Indirect Cost due to Benefits 14.75 * (28.06 % * $72,412 + $12,220) = $   479,949 

 
 Total Indirect Cost                     $1,548,026 
 
In summary, and as a benchmark to compare against, we will use seven years of recurring costs at 
$2.11M - for a total of approximately $14.8M. 
 

                                                      
2 To calculate the estimated indirect cost, the number of FTE is multiplied by the average salary cost of 
$72,412.  
In addition, the indirect cost associated with employee benefits (retirement, Medicare, FLEX.) is included 
as a percentage of the average salary cost and a fixed amount per employee.   

• Retirement and Medicare at 28.06 % of salary cost 
• FLEX program at $12,220 per employee 
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6.2 OPTION A – ENHANCE THE CURRENT PAS 
 
Due to inability of the OnPoint system to be enhanced to provide the most critical function of processing 
pension payments (e.g., calculate taxes, deductions, net amount, etc.), this option would not be a feasible 
option for LAFPP. In addition, the limitations to provide other vital functionality and services below 
further eliminates this option as a viable one. 
 
• Generating reports via a user-friendly report writer  
• Integration with Documentum 
• Some integration with MS Dynamics 
• Numerous manual calculations currently performed by staff 
 
 

6.3 OPTION B - REPLACE VIA COMPETITIVE PROCUREMENT 
 
In order to determine a cost estimate for this option LRWL researched recent implementation data to 
compare with projects similar in size and scope to LAFPP.  Three such implementations have been 
summarized in Table 6. 

 Table 6 LRWL Comparable Project Cost Data 

 
Retirement 
System A 

Retirement 
System B 

Retirement 
System C 

Warranty Period (months) 12 12 12 
Population 

Number of Users 89 25 60 
Total Member Population 14,800 15,985 20,000 

One-Time Costs 
Hardware & Commodity Software $855,906 $385,023 $50,000 
Implementation Services $5,278,585 $3,889,776 $5,763,130 
Application Software License $1,445,000 $350,000 $375,000 
Procurement Assistance, OPM, 
QA, &/or IV&V $1,600,000 $802,400 $1,300,000 

Total One-Time Cost $9,179,491  $5,427,199  $7,488,130  
Recurring Annual Maintenance/Support Cost 

Maintenance/Support $310,000 N/A $442,757 
 
Based on the historical costs used to produce Table 6, and LRWL’s knowledge of the LAFPP 
environment, they have determined an estimated range for one-time cost, project cost, and annual 
maintenance cost.  This range is depicted below in Table 7.   
 

Table 7 Estimated Cost to Replace 
Component Low   High 

One Time Cost    
Hardware / Commodity SW $200,000 $500,000 
Implementation Services $5,000,000 $6,500,000 
Application Software License $900,000 $1,500,000 
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Oversight Project Management, QA, and 
Integration Support $1,000,000 $1,400,000 

Total One Time Cost $7,100,000 $9,900,000 
Recurring Annual Costs    
Maintenance / Support $350,000 $450,000 

 
While the cost range for this option is higher than Option A, the selection process is done thru 
competitive procurement and is based upon “best value” (not always lowest cost).  The acquisition and 7 
year recurring cost for this option would be between $9.5M and $13M. 
 

6.4 COST COMPARISON 
 
In the previous sections we provided 3 separate cost models: 

 Current Costs 
 Cost to Enhance (Option A) 
 Cost to Replace (Option B) 

 
In table 8 we have summarized those to allow easy comparison.  When comparing a project of this 
magnitude and to fairly compare to current costs we must look at recurring costs over an extended period; 
in this case a seven year period of maintenance.  This seven year cost is inclusive of both the one-time 
acquisition/implementation cost for each option along with the estimated recurring cost for seven years.  
In the case of the current costs we have chosen to reflect both direct and indirect costs in this seven year 
estimate. 
 

Table 8 7-Year Cost Comparison 
 Alternative Low  High 
Current $14.8M $14.8M 
Option A N/A N/A 
Option B $9.5M $13M 

 
None of the costs above have been inflation adjusted. 
 

6.5 COST DRIVERS 
 
It should be noted that the information, data, numbers, amounts, etc. contained within all the various 
tables in this document are our best estimates based on factual, client-based information - and use 
reasonable assumptions to determine the best cost estimates for LAFPP.  However, there are still other 
factors (i.e. external constraints) that will exist when an RFP is issued by LAFPP – and which may or 
may not have been in existence when the RFPs (for which the costs are identified above) were issued. 
These items include: 
 
 Marketplace / Timing – What is going on in the marketplace at the time that the RFP is 

published? I.e., is there a lot of ‘available’ work or is there a relative lack of current work for 
these vendors? 

 
 Vendor Backlog – Among each of the vendors, what is their backlog, how many of their projects 

are ending soon, how many staff are on (or about to be on) overhead? 
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 Client and/or City’s Reputation / Risk – What is the retirement system and/or the City’s 
reputation in the marketplace vis-à-vis previous projects, previous litigation/settlement, previous 
“false starts,” etc. 

 
 Vendor Dynamics – Is the number of vendors in the marketplace increasing or decreasing?  Are 

some vendors re-designing their solution, or are they marketing their existing solution? 
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7 RECOMMENDATION 
 
Based on our examination of the estimated costs and relative benefits discussed in this report for each of 
the two options, it is recommended that LAFPP pursue Option B – Replace via Competitive Procurement.  
The primary reasons supporting this recommendation are as follows: 
 
 A Request for Proposal (RFP) for a PAS ensures the ‘best solution’ is chosen for LAFPP: 

 The solution options have evolved since OnPoint was implemented, 
 A RFP does not preclude Buck from bidding, 

 
 Benefits – LAFPP has more opportunity to resolve the current issues, and reap additional benefits by 

allowing multiple vendors the opportunity to propose a PAS that better meet our needs.  If the 
recommended enhancements are fully implemented, the condition of the data will improve (as a result 
of data cleansing, improved system validations and implementation of additional business rules) 
while improving member services, business operations, and reducing operating costs. 
 

 Costs – If LAFPP decides to continue with its current system with little or no enhancement, the 
maintenance costs will continue to increase, benefits administration staffing levels will likely increase 
in the future, and staff focus will be on data verification and validation rather than on customer 
service. Those costs, alone, are currently over $2,111,026 annually. 

 
 

7.1 RFP – PAS 
 
If the recommendation is accepted, LAFPP would  issue an RFP for a PAS solution and an 
implementation vendor.  This RFP would have two key components: 
 
• Solution Requirements 
• Implementation Services. 
 
To allow potential proposers to respond accurately to the Solution Requirements portion, the RFP would 
include description of the current processing environment along with the business functions, requirements 
and business rules, and the gaps between the functionality provided in the current PAS. These rules and 
requirements will be categorized and presented in a matrix.  The responding vendor will be required to 
indicate which items can be implemented as part of their core system and those that will require custom 
programming.   
 
The second part of the RFP will define the implementation services required of the vendor which may 
include: 
 Project management 
 Hardware procurement and installation (if not performed by LAFPP) 
 Business analysis and design (and related business process re-engineering) 
 Data conversion  
 System testing 
 Training and transition management 
 Interface development on the pension solution side of the integration with third-party systems 

 
The selected vendor may elect to subcontract portions of the job (e.g., data cleansing/conversion, training 
services, integration with Imaging, etc.), but LAFPP would look to only the single prime contractor as its 
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source for all support and for resolution of any issues that arise.  Numerous viable, mainstream pension 
solutions are available in the marketplace and have been successfully implemented at multiple public 
retirement systems.  Some of these solutions are implemented by the pension application provider, others 
by an implementation partner.  The former is the more common scenario 
 

7.2 OVERSIGHT PROJECT MANAGEMENT AND INTEGRATION SUPPORT  
 
The majority of Pension projects of this magnitude include Oversight Project Management services.  Due 
to the staffing limitations of LAFPP this role should be expanded to include Integration Expertise and 
Quality Assurance support. More specifically, this will include assistance in providing the following 
services: 
 
 Project management 

 Assist LAFPP with planning and assigning resources 
 Coordinating activities with pension solution vendor’s project schedule 

 Design/develop/test integration with  
 MS Dynamics/ FMS 
 Documentum imaging (and potentially workflow) 
 Third parties (i.e. banks) 
 Plan sponsors 

 Data 
 Data Cleansing 
 Data Extraction (for Conversion) 

 Business process re-engineering 
 Participate in all design sessions to provide pension expertise and incorporate industry best 

practices into the design of the new system 
 Design supporting business process flows 
 User acceptance testing 

 Develop all test plans and scripts 
 Manage and provide LAFPP staffing support in testing activities 
 Ensure traceability back to business rules and “To-Be” requirements 
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